Inside Financial Services Regulation
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 industry regulators (OBJ1)
· Identify important industry regulations (OBJ2)

· Recognize important executives within financial institutions responsible for regulatory compliance (OBJ3)

· Identify steps financial institutions are taking to improve compliance (OBJ4)

Question Bank for Objective #1

#1 (1a)
What regulator was created to address risks posed by global systemically important financial institutions? Select the best answer.

Financial Stability Board   

Basel Committee

The Financial Conduct Authority
The Bank for International Settlements
#2 (2a)
What are the responsibilities of domestic and regional industry regulators? Select the best answer.

Monitoring financial laws

Issuing currency 

Trading securities

Setting corporate tax rates

#3 (3a)
Which is NOT a function of central banks? Select the best answer.

Serving as lender of last resort

Implementing monetary policy

Regulating all commercial businesses

Overseeing national payment systems

#4 (4a)
What is the primary role of self-regulatory organizations (SROs) in financial markets? Select the best answer.

Setting and implementing a country’s monetary policy

Issuing currency and managing foreign reserves

Prosecuting criminal activity outside the financial sector

Enforcing industry regulations and standards for their members

Question Bank for Objective #2

#5 (1b)
What is the primary regulatory change associated with Basel III guidelines? Select the best answer.

They require hedge funds to register and submit to regulation

They introduce four new regulators in the EU

They prevent banks from conducting proprietary trading

They create higher capital requirements for banks   

#6 (2b)
The Volcker Rule in the US and ringfencing requirements in the UK are designed to prevent depository institutions from incurring losses associated with what business activity? Select the best answer.

Asset management

Commercial lending

Proprietary trading   

Consumer finance

#7 (3b)
What rules have been introduced to reduce the counterparty and systemic risk associated with OTC derivatives trading? Select the best answer.

The requirement for all derivatives contracts to be reported to a central trade repository

The elimination of all bespoke contracts

The elimination of central clearing for OTC derivatives

The requirement for all options dealers to register as depository institutions

#8 (4b)
Which regulations require financial institutions to perform rigorous customer identification procedures during account opening and then retain records related to these identification procedures? Select the best answer.

AML regulations   

Corporate governance regulations

Consumer privacy regulations

Data regulations

#9 (5b)
What is a primary goal of financial services regulations? Select the best answer.

Increase profitability of financial institutions

Limit competition among financial institutions

Promote international trade

Protect depositors and investors

#10 (6b)
Which measures are used by financial institutions to comply with anti-money laundering (AML) regulations? Select the best answer.

Limiting customer withdrawals

Filing suspicious activity reports

Restricting access to the stock market

Increasing proprietary trading activities

#11 (7b)
Why have proprietary trading activities decreased at many banks in recent years? Select the best answer.

Changes in capital requirements make it difficult to justify the risk

Banks no longer consider trading profitable

Regulators encouraged more trading to increase liquidity

Banks prefer to invest only in government bonds

Question Bank for Objective #3

#12 (1c)
Which executive is responsible for reviewing laws and regulations to identify the institution’s compliance requirements and ensuring appropriate corporate governance? Select the best answer.

Chief Information Officer

General Counsel 

Chief Risk Officer

Chief Operating Officer

#13 (2c)
Which executive is responsible for examining, evaluating and reporting on the institution’s financial and operational controls? Select the best answer.

Chief Compliance Officer

SVP, Internal Audit

Chief Financial Officer

Chief Operating Officer

#14 (3c)
What is the primary responsibility of the General Counsel in a financial institution? Select the best answer.

Monitoring daily trading activities

Overseeing legal compliance 

Managing customer accounts and deposits

Conducting internal audits

#15 (4c)
Which best describes the role of the Chief Compliance Officer (CCO)? Select the best answer.

Overseeing compliance with internal policies

Executing trades in the capital markets

Issuing loans and managing credit risk

Setting the institution’s monetary policy

Question Bank for Objective #4

#16 (1d)
Which is a primary goal of financial services regulations introduced over the past decade? Select the best answer.

De-risk the financial system

Encourage industry consolidation

Limit government interference in the financial services industry

Stimulate economic growth

#17 (2d)
What steps are financial institutions taking to improve regulatory compliance and control costs associated with compliance? Select all that apply.

Improving regulatory archiving and e-discovery systems

Leveraging surveillance tools

Outsourcing elements of regulatory reporting

Centralizing internal audit

#18 (3d)
Which groups within a financial institution are considered part of the “three lines of defense” when managing regulatory compliance? Select all that apply.
Lines of Business

Internal Audit

Finance

Human Resources

#19 (4d)

In the "three lines of defense" model, which group is primarily responsible for monitoring compliance with regulatory policies and procedures? Select the best answer.

Lines of Business

Internal Audit

Compliance Department

Risk Management

#20 (5d)
Which is a reason financial institutions are centralizing compliance management? Select the best answer.

To adapt more quickly to future regulations

To reduce the number of regulatory agencies

To eliminate the need for internal audit

To increase proprietary trading activities
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