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H #144
What is the standard settlement period in spot currency markets?

o AT+
e B T+2
e C.TH+4
e D.TH3

Ef#: B

A -

The foreign exchange (forex) spot market follows a standard T+2 settlement period, meaning transactions are settled two business
days after the trade date.

* Why is Option B Correct?

* In forex trading, T+2 means the buyer receives currency two days after the trade.
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* Major currency pairs (e.g., EUR/USD, GBP/USD) follow T+2 settlement.

* Why Not Other Options?

* A (T+1) # Some markets (e.g., US Treasuries) settle in T+1, but forex does not.

* C (T+3) # Used for some equity markets, but not for forex.

* D (T+4) # No standard market uses T+4 settlement.

# Reference: Bank for International Settlements (Forex Market Operations), CISI Wealth & Investment Management.

R #145
A market that employs an electronic order book to match buyers with sellers in strict order by price is known as:

¢ A On-exchange
® B. Over-the-counter
e C. Quote-driven
® D. Order-driven

Ef#: D

A :

An order-driven market relies on an electronic order book to match buy and sell orders based purely on price and time priority.

* Example: The London Stock Exchange (LSE) uses SETS (Stock Exchange Electronic Trading Service) for order-driven trading.
* Key Features:

* Buyers and sellers place limit orders and market orders.

* No market makers-orders are matched electronically.

* Used for high-liquidity securities.

# Reference: LSE Trading Mechanisis, CISI Wealth & Investment Management.
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How does standard deviation provide investors with a measure of historical volatility?

e A. By the analysis of historical share price movements

¢ B. By measuring the degree of fluctuation around the mean

¢ C. Through the measurement of the highs and lows of each asset

¢ D. Through the measurement of share price movements compared to the benchmark

IEf#: B

fi .-

Standard deviation measures the dispersion of returns around the average (mean) return. A higher standard deviation indicates
greater historical volatility, showing how much the returns deviate from the expected average.

Formula:

Standard Deviation=#(R#R#)2n\text {Standard Deviation} = \sqrt{\frac {\Sigma (R i- \bar{R})
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