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ICWIM A B [ RE (Q165-Q170):

M #165
An mvestor deposits £1,000 into an account that pays 3% per annum. If interest is compounded annually, how much will be in the
account after 5 years?

o A £127628
e B.£1,157.63
e C.£1,150.00
e D £1,159.27

Ef#: D
fEEL:
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# Reference: Compound Interest Formula, CISI Wealth & Investment Management.

H A #166
According to Modem Portfolio Theory (MPT), portfolios below the efficient frontier are not efficient because:

e A. A greater return could be achieved for the same risk

¢ B. The investor assumes proportionately higher risk for lower incremental returns
¢ C. They attract additional charges

¢ D. Risk-free assets are not profitable

EfE: A

TR

* Modern Portfolio Theory (MPT) and the Efficient Frontier

* The efficient frontier represents portfolios that offer thehighest return for a given level of risk.

* Portfolios below the frontier areinefficientbecause they providelower returns for the same level of riskorhigher risk for the same
level of return.

* Why the Answer is D

* Portfolios below the efficient frontier are suboptimal; the investor is not maximizing return relative to the risk taken.

* ICWIM Study Guide, Chapter on Portfolio Theory: Discusses the efficient frontier and mefliciency of suboptimal portfolios.

* MPT Literature: Explains risk-return optimization.
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R #167
In the short run, labour and raw materials are:

e A. Margnal costs
e B. Average costs
e C. Fixed costs

e D. Variable costs

IEf#: D

fi .-

In microeconomiics, the short run is defined as a time period in which at least one factor of production is fixed, typically capital such
as premises, heavy machinery, or long term infrastructure. Within that same period, firms can usually adjust other mputs to respond
to changes in output. Labour hours can be increased or reduced through overtime, shift patterns, or temporary staff, and raw
material usage typically rises or falls directly with production volume. Costs that change with the level of output are variable costs.
This is why labour and raw materials are generally treated as variable in the short run. Fixed costs, such as rent or certain salaried
overheads, do not vary with output in the short run. Average costs are a per unit measure rather than a cost type, and marginal cost
refers to the cost of producing one additional unit, which is influenced by variable inputs but is not itself the classification asked for
here. The most appropriate answer is variable costs.

E M #168
A person who disguises criminal property is committing the offence of:

A. Concealing

B. Failure to disclose
C. Tipping off

D. Arrangements

EfE: A

A -

Disguising criminal property falls within the core money laundering offences associated with concealing the origins or nature of'illicit
assets. Concealing covers conduct such as hiding, disguising, converting, transferring, or removing crimmnal property to make it
appear legitimate or to prevent its detection, seizure, or confiscation. The key feature is dealing with the property in a way that
obscures its true source, ownership, location, or movement. Failure to disclose is a separate offence that applies when a person in



the regulated sector does not report knowledge or suspicion of money laundering to the appropriate internal or external reporting
channel. Tipping off relates to informing a person that a report has been made or that an investigation is underway, potentially
prejudicing an investigation. Arrangements refers to becoming involved in an arrangement which facilitates the acquisition, retention,
use, or control of criminal property by or on behalf of another person. Because the question focuses specifically on disguising
criminal property, the clearest and most direct offence is concealing,

HH #169

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 nflation, what lump sum would they need to accrue to supplement
their pension?

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

Ef#E: D

R -

To calculate the required lump sum, we need to determine the present value (PV) of future withdrawals, adjusted for inflation and
investment growth.
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