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QUESTION 1

If 6-month USD/CAD forward rates are quoted at 40/45, which of the following statements is correct? 

A. USD rates are higher than CAD rates in the 6-month 

B. CAD rates are higher than USD rates in the 6-month 

C. There is a positive USD yield curve 

D. There is not enough information to decide 

Correct Answer: B 

 

QUESTION 2

Voice-brokers in spot FX are remunerated with: 

A. Commission paid by both parties at rates agreed beforehand 

B. A fee paid by the seller 

C. Bid/offer spread 

D. A share of the bid/offer spread 

Correct Answer: A 

 

QUESTION 3

You are quoted the following market rates: 

Spot EUR/USD 1.3010 6M (181-day) EUR 0.30% 6M (181-day) USD 0.50% 

What is 6-month EUR/USD? 

A. 1.2993 

B. 1.3023 

C. 1.3141 

D. 1.4323 

Correct Answer: B 

 

QUESTION 4

You are quoted the following rates: 



Spot JPY/CHF 0.009520-25 6M JPY/CHF 10/7 At what rate can you buy 6-month outright CHF against JPY? 

A. 0.008520 

B. 0.009510 

C. 0.009515 

D. 0.009518 

Correct Answer: B 

 

QUESTION 5

You quote a price to a broker. It is hit by another bank, but you are not informed until some time afterward that the deal
has been done. Who is to blame? 

A. You are, as it is your responsibility to check periodically that the price has not been dealt upon. 

B. The broker is, as he must immediately tell you that your price has been dealt upon. 

C. The other bank is, since it did not immediately seek confirmation. 

D. All the parties, particularly you and the other bank. 

Correct Answer: B 

 

QUESTION 6

You have bought a 93-day US Treasury bill at 5.63%. What is the true yield? 

A. 5.71% 

B. 5.69% 

C. 5.72% 

D. 5.62% 

Correct Answer: A 

 

QUESTION 7

If a dealer has a 6-month USD asset and a 3-month USD liability, how could he hedge his balance sheet exposure in
the FRA market? 

A. Buy 3x6 

B. Sell 3x6 

C. Buy 0x6 



D. Sell 6x9 

Correct Answer: A 

 

QUESTION 8

The Interest Rate Parity Theorem states that: 

A. Interest rates in different currencies will tend to move into line with each other over time 

B. Interest rates in different currencies differ due to differences in expectations about inflation 

C. Selling a low interest rate currency to invest a high interest rate currency will only be profitable if one hedges the
currency risk 

D. Selling a low interest rate currency to invest in a high interest rate currency should not be profitable if one hedges the
currency risk 

Correct Answer: D 

 

QUESTION 9

Which statement about modern matched-maturity transfer pricing in banks is correct? 

A. It is now a widely accepted standard that banks should use a single representative transfer price across the entire
maturity spectrum. 

B. Modern matched-maturity pricing systems include an additional liquidity surcharge that is specifically applied to more
liquid short maturities. 

C. Matched-maturity transfer prices should represent a weighted average cost of capital that incorporates the cost of
equity into the cost of borrowed funds. 

D. Modern matched-maturity systems differentiate transfer prices by the maturity of the commitment and also apply a
marginal funding cost perspective. 

Correct Answer: D 

 

QUESTION 10

What happens when a coupon is paid on bond collateral during the term of a classic repo? 

A. Nothing 

B. A margin call is triggered on the seller 

C. A manufactured payment is made to the seller 

D. Equivalent value plus reinvestment income is deducted from the repurchase price 

Correct Answer: C 



 

QUESTION 11

If EUR/USD is quoted to you as 1.1050-53, does this price represent? 

A. The number of EUP per USD 

B. The number of USD per EUR 

C. Depends on whether the price is being quoted in Europe or the US 

D. Depends on whether the price is being quoted interbank or to a customer 

Correct Answer: B 

 

QUESTION 12

An option premium is a positive function of: 

A. Time to expiry 

B. The volatility of the price of the underlying commodity 

C. The moneyness of the option 

D. All of the above 

Correct Answer: D 
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