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CISI International Certificate in Wealth & Investment Management Sample
Questions (Q208-Q213):
NEW QUESTION # 208 
A fiduciary relationship normally arises between:

A. A lawyer and his client
B. A husband and his wife
C. A head of state and its government
D. A company and its suppliers

Answer: A
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Explanation:
A fiduciary relationship arises when one party is legally obligated to act in the best interest of another. This relationship is
characterized by trust and confidence. A classic example is the relationship between a lawyer and their client, where the lawyer must
prioritize the client's interests above their own.
* Husband and wife (A): This is generally not a fiduciary relationship but rather a personal relationship.
* Company and suppliers (C): This is a contractual, not fiduciary, relationship.
* Head of state and government (D): This is a political or constitutional relationship, not fiduciary.
References:
* International Certificate in Wealth & Investment Management: Fiduciary duties and examples.
* Legal definitions of fiduciary relationships in professional settings.

NEW QUESTION # 209 
Your client estimates that they will require £50,000 of income annually to live off when they retire. Personal plus state pension will
provide £40,000. They wish to retire in 25 years' time. It is estimated that they can earn 5% per annum, and inflation has been
forecast at 2%. Interest rates are currently 1.5%. Allowing for inflation, what lump sum would they need to accrue to supplement
their pension?

A. £546,869
B. £328,120
C. £252,401
D. £468,745

Answer: B

Explanation:
To calculate the required lump sum, we need to determine the present value (PV) of future withdrawals, adjusted for inflation and
investment growth.
A screenshot of a paper AI-generated content may be incorrect.

NEW QUESTION # 210 
It is impossible to diversify against:

A. Currency risk
B. Liquidity risk
C. Credit risk
D. Market risk



Answer: D

Explanation:
Market risk, also known as systematic risk, affects the entire market and cannot be eliminated through diversification. Examples
include economic recessions, geopolitical events, or market-wide changes in interest rates.
* Currency risk (A): Can be diversified through exposure to multiple currencies.
* Credit risk (B): Can be mitigated by spreading exposure across various credit profiles.
* Liquidity risk (C): Can be addressed by diversifying into liquid assets.
References:
* International Certificate in Wealth & Investment Management: Types of risk and strategies to mitigate them.
* Modern Portfolio Theory and the distinction between systematic and unsystematic risk.

NEW QUESTION # 211 
Tax relief that can be claimed to prevent overseas profits being taxed twice is known as:

A. Double Taxation Relief
B. Dividend Taxation Relief
C. Overseas Taxation Relief
D. Double Taxation Agreement

Answer: A

Explanation:
Double Taxation Relief (DTR) is a mechanism to prevent individuals or companies from paying tax on the same income in two
different jurisdictions. This is critical for taxpayers with international earnings or investments. The relief is typically provided under
double taxation agreements (DTAs) between countries.
Reference:
International Certificate in Wealth & Investment Management (ICWIM), Topic: Taxation of Investments and Cross-Border
Taxation.
HMRC guidelines and OECD Model Tax Convention.

NEW QUESTION # 212 
An investor with a liability due in eight years' time wants to purchase bonds to fund this liability. If a barbell strategy is adopted, a
suitable initial portfolio would be:

A. 4 bonds with 8-year durations and 4 bonds with 10-year durations
B. 2 bonds with 6-year durations and 2 bonds with 10-year durations
C. 3 bonds, each with 8-year durations
D. 6 bonds, each with 10-year durations

Answer: B

Explanation:
A barbell strategy combines bonds at the short and long ends of the maturity or duration spectrum rather than concentrating holdings
around the target date. The aim is to achieve an overall portfolio duration that matches the liability horizon while benefiting from
diversification across different parts of the yield curve. Here the liability is due in eight years, so the portfolio's overall duration should
initially be close to eight. Option C mixes 6-year and 10-year duration bonds. If held in equal proportions, the weighted average
duration is 8 years, aligning the portfolio's interest rate sensitivity to the timing of the liability. This is consistent with liability-focused
fixed income management: matching duration reduces the risk that changes in interest rates will cause the portfolio value to move in a
way that jeopardises meeting the liability. Options A and D are not barbell constructions because they concentrate at, or close to,
the target duration rather than splitting exposure between shorter and longer durations. Option B is too long in duration and would
create a mismatch, increasing sensitivity to interest rate movements relative to an eight-year liability.

NEW QUESTION # 213
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