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QUESTION 1

What financial product involves exchanging a fixed interest rate for a floating interest rate? 

A. a FX swap 

B. a repurchase agreement 

C. an interest rate swap 

D. a dual swaption 

Correct Answer: C 

 

QUESTION 2

Confirmation is a function that can be performed by: 

A. any dealer as long as he/she is not a party to the trade 

B. back-office staff 

C. dealing room staff who is not currently dealing 

D. any staff outside the dealing room 

Correct Answer: B 

 

QUESTION 3

Some large losses occurred in the past from derivatives trading because: 

A. Derivatives brokers significantly over-charged their clients 

B. Institutions did not understand the leverage of their transactions 

C. Money managers engaged in intra-day trading 

D. Money managers embezzled money using derivatives 

Correct Answer: B 

 

QUESTION 4

Internal nostro ledger accounts 

A. are commonly used to register off-balance sheet movements 

B. are used to book internal tax related items 
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C. generally mirror the nostro statements 

D. are reserved for audit purposes only 

Correct Answer: C 

 

QUESTION 5

Inexplicably, the Chief FX trader asks the junior settlements clerk to hold back a deal input until the following morning.
Which of the following courses of action should you recommend? 

A. refuse, input the deal as normal but keep the request to yourself 

B. input the deal the following morning as requested by the Chief FX trader 

C. refuse, input the deal and tell another spot trader 

D. refuse, input the deal and report the incident to your superior 

Correct Answer: D 

 

QUESTION 6

What deals are usually associated with a collar? 

A. A purchase of a cap and a sale of a cap at higher reference rate 

B. A purchase of a floor and a sale of a cap or vice versa 

C. A purchase of a cap and a purchase of a floor 

D. A purchase of a step-up cap and a sale of a step-down floor 

Correct Answer: B 

 

QUESTION 7

CLS stands for which of the following: 

A. Continuous Linked Settlement 

B. Cash Limit Standards 

C. Credit Linked Securities 

D. Correspondent Limit System 

Correct Answer: A 
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QUESTION 8

Which of the following trades involves replacement risk? 

A. the purchase of shares through Deutsche-Brse-Clearing (payment against delivery) 

B. the purchase of an OTC call option 

C. the taking of call money 

D. a long position in Bund futures 

Correct Answer: B 

 

QUESTION 9

In settling a money market placing between your dealer and a counterparty, what would be the financial consequences
of a payment made one day late? 

A. the counterparty would cancel the deal 

B. the bilateral limit with the counterparty would have to be adjusted 

C. the counterparty would demand interest on the late payment 

D. there are no adverse financial consequences 

Correct Answer: C 

 

QUESTION 10

Which of the following is the main objective of position-keeping? 

A. measuring market exposure 

B. defining capital adequacy 

C. evaluating country risk 

D. monitoring counterparty credit risk 

Correct Answer: A 

 

QUESTION 11

Due to an error by your dealers, your bank is 5 days late in paying EUR 10,000,000.00. Your correspondent bank says it
will charge you 12% p. a. plus reserve costs of Euro 1.00 per thousand. How much will your account be charged for this
overdraft? 

A. EUR 16,666.67 
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B. EUR 16,438.36 

C. EUR 1,200,000.00 

D. EUR 26,666.67 

Correct Answer: D 

 

QUESTION 12

What is a nostro bank account? 

A. an account held with another bank 

B. an account another bank holds with you 

C. a trust account 

D. a suspense account 

Correct Answer: A 

 

QUESTION 13

The control failings involving Barings and Daiwa highlight the critical importance of what operational risk management
practice? 

A. the taping of conversations between counterparties 

B. model signing-off and implementation controls 

C. the separation between front/back office duties 

D. the existence of contingency plans 

Correct Answer: C 

 

QUESTION 14

Which of the following is a description of a long OTC foreign currency option position? 

A. the obligation to buy one currency and to sell another currency at a predetermined price 

B. an option that uses IMM maturities 

C. an option dealt directly between two counterparties 

D. an interest rate protection instrument dealt on an exchange trading floor 

Correct Answer: C 
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QUESTION 15

What is a correspondent bank? 

A. a bank which processes payment orders on behalf of another bank 

B. a bank which processes payment orders on national level only 

C. a bank which has subsidiaries in CLS-countries 

D. a bank which has a minimum reserve account in more than one country 

Correct Answer: A 
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