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Z R #102
Treasury bills are normally issued with a minimum maturity of

A. 1 year
B. 3 years
C. 1 month
D. 3 months

Ef: C

AR :

Treasury bills are short-term government money market instruments issued at a discount and redeemed at par.

They are used for cash management by governments and for short-term, high-quality liquidity by investors.

Because they are money market instruments, their maturities are measured in weeks or months rather than years. In most developed
markets, the shortest standard bill tenor is around one month, with other common tenors such as three months, six months, and up to
one year. This is consistent with the concept that bills sit at the very short end of the yield curve and are used to park cash with
minimal credit risk and relatively low price volatility. A one-year maturity can exist for bills in some markets, but it is not the minimum
maturity typically associated with treasury bills. A three-year maturity would generally be classified as a government bond or note
rather than a treasury bill. The examinable point is recognising treasury bills as short-term, discount instruments in the money
markets, where the minimum maturity is normally one month.
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H #103
Ifthe fact find process is limited only to the collection of hard facts, this is likely to lead to:

e A The distortion of historical data

¢ B. Too much focus on historical performance
e C. Failure to capture the client's views on risk
¢ D. Information quickly becoming out of date

IEf#: C

TR

A robust fact find is intended to gather both hard facts and soft facts. Hard facts cover objective information such as income, assets,
liabilities, tax status, time horizon, dependants, and existing products. Soft facts cover subjective but essential information such as the
client's goals, priorities, knowledge and experience, and critically their attitude to risk and capacity for loss. If the process is
restricted to hard facts only, the adviser may understand the client's financial position but not how the client will behave when
markets fall, what level of volatility they can tolerate, or what trade-offs they are willing to accept to meet objectives. This creates a
significant suitability risk: a technically affordable portfolio may still be unsuitable if it causes the client to panic-sell, abandon the
strategy, or suffer an unacceptable level of anxiety. CISI exam framing often highlights that suitability is not purely numeric.
Understanding risk tolerance, capacity for loss, and behavioural preferences requires soft facts, and failing to capture these increases
the risk of mappropriate recommendations and poor client outcomes.

A #104
The return froma zero coupon bond, held to maturity, is:

A. Entirely income

B. A mixture of income and capital gain
C. Entirely capital gain

D. Determined by interest rates

Ef#: C

L2

A zero coupon bond does not pay periodic coupon interest. Instead, it is issued at a discount to its face value and redeemed at face
value at maturity. The investor's total return, when the bond is held to maturity, is therefore the difference between the purchase price
and the redemption amount. In exam terms, that return is treated as a capital uplift rather than income, because there are no cash
coupon payments received during the life of the bond. While market interest rates do influence the bond's price before maturity,
which is why zero coupon bonds can be very volatile if sold early, the question specifies held to maturity. If the investor holds to
maturity, the cash flows are fixed as purchase price outflow and redemption value inflow, so the realised return comes entirely from
the price accretion from discounted purchase price to par redemption. This is the key conceptual distinction CISI tests: coupon
bonds provide income plus potential capital change, whereas zero coupon bonds deliver their return through the capital element only,
assuming no default and holding to maturity.

E #105
It is a regulatory requirement for financial advisers to explain any potential additional obligations for clients making a transaction in:

A. Equities

B. Derivatives
C. Commodities
D. Bonds

IEfE: B

A -

Derivatives (e.g., options, futures, swaps) carry high complexity and risk, requiring financial advisers to disclose additional
obligations under regulatory guidelines.

* Why Required?

* High Leverage Risk: Clients may lose more than their initial investment.

* Margin Calls: Clients may be required to add additional funds if the position moves against them.



* Complex Nature: Not all retail investors understand derivative pricing and risk exposure.
* Regulation: The FCA Conduct of Business Sourcebook (COBS 14) requires full disclosure for derivative products.
# Reference: FCA Handbook (COBS 14), CISI Wealth & Investment Management.

R #106
The Return on Capital Employed (ROCE) ratio can be used to:

A. Assist in revaluing fixed assets

B. Calculate the return on ordinary shareholders' equity
C. Establish trends between accounting periods

D. Determine the need for capital

EfE: C

AR

Return on Capital Employed (ROCE) measures how efficiently a company uses its capital to generate profits.
Formula: ROCE=Operating ProfitCapital Employed=100ROCE = \frac {\text{Operating Profit} } {\text

{Capital Employed} } \times 100ROCE=Capital EmployedOperating Profitx100 Why Use ROCE?

It helps in comparing performance over time (trend analysis).

Investors use it to assess capital efficiency.

Why Not Option D?

ROCE evaluates total capital (equity + debt), while Return on Equity (ROE) focuses only on shareholders' equity.
# Reference: CFA Institute (Financial Ratios), CISI Wealth & Investment Management.
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