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HE #335

Which of'the following are typical properties of a statistical distribution of potential losses that a bank might
sustain over a period of time?

I. The range of possible losses above the average loss is much greater than those below the average loss.
I1. The loss that is most likely to occur is below the average loss.

II1. The loss that is most likely to occur is above the average loss.

A LTI
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EE #336

A customrer asks a broker employed by AlphaBank to buy Eureka Corporation bonds for her account. While
this trade was executed correctly and the bonds were bought, the trade was mistakenly accounted for as a sell
order. Ifthe price of Eureka Corporation bonds goes up, this trade would result in a significantly larger loss
than if the market had remained stable. However, if the market drops, the customer will benefit from the
incorrect accounting and gain from this trade. This trading scenario can serve as an example that

A. Strategic risk in this transaction can magnify operational risk.
B. Market risk in this transaction can magnify operational risk.
C. Credit risk in this transaction can magnify operational risk.
D. Liquidity risk in this transaction can magnify operational risk.

(1]
m

: B

EE #337
What does correlation between two variables measure?

A. Symiretry of a jont distribution of the two variables.

B. The proportion of variability in one of the variables that is explained by the other.

C. Association between the two variables and the strength of a possible statistical relationship.
D. Extrene returns of both variables.

: C

od
m

EE #338
The market risk manager of SigmaBank is concerned with the value of the assets in the bank's trading book.
Which one of the four following positions would most likely be not included in that book?

A. 10,000 shares of IBM worth $10,000,000.

B. 300,000 options on IBM shares worth $10,000,000.
C. $10,000,000 bond issued by IBM worth $11,000,000.
D. $10,000,000 loan to IBM worth $9,800,000.

2
m

SH: D

ME:

A $10,000,000 loan to IBM worth $9,800,000 would most likely not be included in the trading book. Loans held to maturity are
generally part of the banking book rather than the trading book, which typically includes assets intended for trading and short-term
profit.

AE #339
A trader attempts to hold long positions when markets are rising and hold short positions when markets are falling. Which one of the
following four trading styles is she likely to use?

A. Technical trading

B. Market timing trading
C. Contrarian trading

D. Black box trading

He: C

Y.
Market timing trading involves making buy or sell decisions of financial assets by attempting to predict future market price
movements. This strategy:



* Long positions when markets are rising: The trader buys securities expecting their prices to increase.

* Short positions when markets are falling; The trader sells securities expecting their prices to decrease.

This behavior aligns with market timing, which is an active trading strategy based on the anticipated direction of market prices.
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