Inside Capital Markets
The Final Test consists of a question bank with 20 questions (listed below for testing purposes). Each time the Final Test module is entered, only 10 of the 20 questions will be included in the Final Test. The 10 questions pulled into the Final Test are randomized. Additionally, the question order and answers to each question are randomized. The correct answers to all questions are in bold below. 

Correct answers are in bold.

Course Objectives
· Name capital markets customers 

· Identify different types of capital markets providers 

· Define financial markets and instruments 

· Recall capital markets products and services 

· Recognize important executives within capital markets 

· Identify the challenges facing the capital markets industry 

Question Bank for Objective #1

#1 (1a)
Which capital markets customers are considered institutional investors? Select the best answer.

Government agencies
Hedge funds

Small businesses

Large corporations

#2 (2a)
Which group represents the primary customers of capital markets services provided by financial institutions? Select the best answer.

Government agencies seeking transaction banking support

Small businesses, start-ups, and individual high-net-worth investors

Institutional investors, other financial institutions, and large corporations

Students, homeowners, and credit card users

Question Bank for Objective #2

#3 (1b)
Which are the primary providers of capital markets services? Select the best answer.

Large banks

Insurance companies

Hedge fund firms

Mutual fund companies

#4 (2b)

What is the primary role of execution venues in capital markets? Select the best answer.

To lend money to corporations and governments through long-term loans

To manage investment portfolios for pension plans and insurance companies

To match and execute trade orders submitted by buyers and sellers

To determine global interest rates and foreign exchange pricing

#5 (3b)

Which statement best describes the role of alternative trading systems (ATS) in capital markets? Select the best answer.

Networks for trades outside exchanges

Government-run trading platforms

Platforms for individual investors

Internal bank clearing systems

Question Bank for Objective #3

#6 (1c)
Which is the purpose of the financial markets? Select all that apply.

Allows issuers to obtain capital to fund ongoing operations

Allows investors to generate income

Allows traders to create profits

Allows creditors to obtain ownership in an issuer

#7 (2c)

Which best describes a security? Select the best answer.

A physical asset owned by a company

A short-term loan between banks

A type of insurance policy

A financial instrument representing ownership, debt, or a right to ownership

#8 (3c)

Which market is primarily used for issuing new securities? Select the correct answer.

Money market

Primary market

Secondary market

Derivatives market

#9 (4c)

Which is a fixed income instrument? Select the best answer.

Common stock

Commodity futures

Government bond

Stock option

Question Bank for Objective #4

#10 (1d)
In many markets, trades between buyers and sellers are broken into two separate "legs", with the clearinghouse acting as the buyer to every seller and the seller to every buyer. What role does the clearinghouse play in this settlement model? Select the correct answer.

Central counterparty 

Central securities depository

Dealer

Broker

#11 (2d)
Which term refers to the volume of trade orders sent to a financial institution? Select the best answer.

Order wave

Market wave

Order flow  

Market flow

#12 (3d)
What algorithmic trading method uses high-powered computer systems to take advantage of price differences across different execution venues? Select the best answer.

High-frequency trading 

Prime trading

Real-time arbitrage trading

Swap trading

#13 (4d)
What is the main purpose of market making? Select the best answer.

To buy securities for long-term investment

To provide liquidity by always being ready to buy and sell securities

To settle trades between buyers and sellers

To execute client trades for a fee

#14 (5d)
What are prime brokerage services designed to support? Select the best answer.

Retail banking clients

Middle market corporations

Hedge fund managers

Government agencies

Question Bank for Objective #5

#15 (1e)
Which is typically the responsibility of the SVP of equities? Select the best answer.

Fixed income instruments

Proprietary trading

Internal audit

Human resources

#16 (2e)

What is the primary responsibility of the EVP of Capital Markets? Select the best answer.

Overall profitability of capital markets

Retail banking operations

Treasury services only

Customer support

#17 (3e)

Which is a key responsibility of SVPs within the Capital Markets group? Select the best answer.

Trade execution and market making

Managing retail deposits

Processing payroll

Internal audit only

Question Bank for Objective #16

#18 (1f)
Which factors are driving some banks to change their business model? Select all that apply.

Market conditions

Digital disruption

Regulatory burdens

IT constraints

#19 (2f)
What impact do volatile market conditions have on capital markets services? Select the best answer.

Trading activity decreases

Order flow decreases
Proprietary trading opportunities increase

Quantitative trading becomes less effective

#20 (3f)
What factor is contributing to the lack of liquidity in the bond market that has occurred in recent years? Select the best answer.

Volatile market conditions

Digital disruption

Changes in capital regulations

Changes in OTC derivatives trading regulations
FINAL TEST - Inside Capital Markets v20.doc
Page 4
© Performance Solutions International, LLC  [image: image1.jpg]


 1.866.468.6774 [image: image2.jpg]


 http://www.goto-psi.com

[image: image1.jpg][image: image2.jpg]