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Questions # 1:

Which type of property fund seeks to capitalise on opportunities to acquire property from
distressed sellers?

Options:

O A.

Opportunistic funds

O B.

Value-added funds

O C.

Fire sale funds

O D.

Repossession funds

Answer

A
Explanation

Opportunistic property funds target higher-risk, higher-return strategies and typically seek
mispriced, complex, or distressed situations. A common opportunity set is acquiring assets
from distressed sellers, such as forced sales, refinancing pressure, or owners needing
rapid liquidity. These funds may buy at discounted prices and then aim to create value
through major repositioning, redevelopment, significant refurbishment, changes in tenant
mix, or restructuring of the asset’s capital structure. Value-added funds also undertake
improvement and re-letting strategies, but they usually focus on moderate risk assets with
identifiable enhancements rather than the most distressed and complex situations. The
“fire sale” and “repossession” labels are not standard fund strategy categories used in
professional property fund classification and are included as distractors. In exam terms,
distressed acquisitions are most closely associated with opportunistic strategies, which
accept greater uncertainty and may use higher leverage in pursuit of stronger returns.

Questions # 2:
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Establishing sufficient details about a client in order to give advice is known as:

Options:

O A.

Assessing suitability and affordability
O B.

Determining attitude to risk

O C.

Giving information on status disclosure
O D.

Client fact-finding

Answer

D
Explanation

A client fact-find is a structured process used by financial advisers to gather
comprehensive details before giving investment advice.

Why is Option D Correct?

The fact-find collects financial position, risk tolerance, goals, and investment experience.
Required under FCA "Know Your Customer" (KYC) rules.

Why Not Other Options?

A (Assessing suitability & affordability) — Part of the fact-finding process, but not the full
definition.

B (Determining risk attitude) —» Important, but fact-finding includes more than just risk
assessment.

C (Status disclosure) = Firms must disclose their regulatory status, but this is not fact-
finding.

?7?7?7? Reference: FCA Handbook (COBS 9 - Suitability & Fact-Finding), CISI Wealth &
Investment Management.

Page 3 of 13



Questions # 3:

Which term is used to describe a dividend payment made by a company with insufficient
earnings to do so?

Options:

O A.

An ex-dividend payment

O B.

A proxy dividend payment

O C.

A scrip dividend payment

O D.

An uncovered dividend payment

Answer

D
Explanation

What is an Uncovered Dividend?

An uncovered dividend payment occurs when a company pays a dividend despite having
insufficient earnings to support the payout.

The dividend is effectively "uncovered" by profits, meaning the company might be using
reserves, taking on debt, or liquidating assets to fund the dividend.

Why Companies Pay Uncovered Dividends
To maintain investor confidence and avoid negative signals to the market.

Investors may interpret a dividend cut as a sign of financial trouble, so companies
sometimes prioritize dividends even at a financial strain.

Other Options Explained

A. Ex-dividend payment: Refers to the status of a stock when a dividend has already been
declared, and new buyers are not entitled to the dividend.
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B. Proxy dividend payment: No such widely recognized term in this context.

C. Scrip dividend payment: A dividend paid in the form of additional shares rather than
cash.

Example

A company reports $500,000 in profits but declares a $1,000,000 dividend, funding the
shortfall through borrowing. This is an uncovered dividend.

ICWIM Textbook, Chapter on Corporate Actions: Discusses uncovered dividends and their
implications.

Corporate Finance Standards: Defines uncovered dividends and contrasts them with scrip
and ex-dividends.

References

Questions # 4:

Which of the following actions constitutes market abuse?

Options:

O A.

An individual within a firm being made aware of inside information

O B.

A person who trades having read a tip online that is behind a paywall

O C.

A market maker placing multiple trades in the same stock on consecutive days
O D.

An insider disclosing inside information to another person without good reason

Answer

D
Explanation
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Market abuse under the UK Market Abuse Regulation includes three broad categories:
insider dealing, unlawful disclosure of inside information, and market manipulation. A clear
example is an insider passing inside information to someone else without a legitimate
reason in the normal exercise of their employment, profession, or duties. That behaviour is
specifically captured as unlawful disclosure and is therefore market abuse. Simply being
made aware of inside information inside a firm is not, by itself, an abusive act; what
matters is whether the person then misuses it, for example by dealing, recommending,
inducing others to deal, or disclosing it unlawfully. A market maker executing multiple
trades over consecutive days is typical market activity and not abusive unless the orders
are intended to mislead the market or distort price formation. Trading after reading a tip
online is not automatically market abuse either; it depends on whether the tip constitutes
inside information and whether the trader knows, or ought to know, it is inside

information. CISI exams typically reward choosing the option that most unambiguously fits
the legal definition: unlawful disclosure by an insider without good reason.

Questions # 5:

Once a company reaches the point known as the minimum efficient scale, the theory of the
firm suggests that the company should:

Options:

O A.

Halt its output expansion

O B.

Accelerate its output expansion
O C.

Increase its unit price

O D.

Decrease its unit price

Answer

A
Explanation

Minimum efficient scale is the output level at which a firm has exploited the main
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economies of scale and achieved the lowest long-run average cost of production. Up to
this point, expanding output tends to reduce unit costs as fixed costs are spread and
operational efficiencies improve. Once the firm reaches minimum efficient scale, further
expansion does not necessarily reduce long-run average costs and may eventually
introduce diseconomies of scale, such as coordination issues, management complexity,
and rising inefficiencies. In the theory of the firm, the strategic implication is that the firm
has reached a scale where cost advantages from growing larger are no longer the primary
driver of competitiveness. Therefore, the firm should not expand output purely to chase
lower unit costs. It would typically focus on maintaining efficient operations, protecting
market position, and only increasing output if it can still do so profitably without pushing
costs higher. That makes halting output expansion, in the context of cost-minimisation
theory, the best answer among the options provided.

Questions # 6:

When investing in accordance with Sharia law it is important to observe that:

Options:

O A.

Interest is only credited at the end of any contract

O B.

All forms of interest are forbidden

O C.

Only authorised banks are allowed to charge interest
O D.

Any interest due is paid upfront

Answer

B
Explanation

Sharia-compliant investing is built around the principle that money should not generate
money simply by the passage of time. As a result, riba, commonly understood as interest
or usury, is prohibited. This means conventional interest-bearing lending and borrowing
structures are not acceptable within Sharia, and investment arrangements must avoid
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receiving or paying interest. Instead, Sharia-compliant products aim to generate returns
through permissible trading and investment activity, typically by linking profit to the
performance of an underlying asset or business activity and by structuring returns as
profit-sharing, mark-up on trade, rental income, or participation in tangible assets rather
than interest on debt. The prohibition is not about timing, so it is not the case that interest
becomes acceptable if credited at the end of a contract or paid upfront. Likewise, it is not
restricted to whether a bank is authorised; the issue is the nature of the return itself. In
exam terms, the key takeaway is that interest is fundamentally impermissible, which
drives the design of Islamic financial instruments and the screening of investments for
Sharia compliance.

Questions # 7:

In what circumstances would a central bank use its foreign reserves in currency markets?

Options:

O A.

To lower the rate of inflation

O B.

To control the money supply

O C.

To influence the nation’s currency
O D.

When influencing the short-term interest rate

Answer

C

Explanation

Central banks use foreign currency reserves to stabilise or influence their national
currency in the foreign exchange (FX) market.

Why Intervene?

To prevent excessive currency depreciation/appreciation.
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To control inflation by managing exchange rates.
To maintain export competitiveness.

Example: The People’s Bank of China (PBOC) intervenes in FX markets to stabilise the
Chinese Yuan (CNY).

??7?7? Reference: IMF Guidelines on Currency Intervention, CISI Wealth & Investment
Management.

Questions # 8:

Enhanced due diligence is required in relation to customer identity if there is a possibility that
the customer might be:

Options:

O A.

A politically exposed person

O B.

A non-executive company director
O C.

A member of the armed forces

O D.

A chairperson of a listed company’s board

Answer

A
Explanation

Enhanced due diligence is required where the customer presents a higher risk of money
laundering or terrorist financing. Politically exposed persons are treated as higher risk
because their prominent public roles can increase exposure to bribery, corruption, and
misuse of funds. The enhanced measures typically include stronger verification,
establishing source of wealth and source of funds, senior management approval for the
relationship, and ongoing heightened monitoring. This approach is risk-based: it does not
assume wrongdoing, but it recognises increased vulnerability to financial crime due to
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influence and access to public resources or decision-making. The other categories listed
are not automatic triggers for enhanced due diligence in the same way. A non-executive
director or a chairperson of a listed company may be senior and visible, but they are not
necessarily politically exposed. A member of the armed forces is not automatically higher
risk for enhanced checks. The exam point is that politically exposed status is a specific
classification used in anti-money laundering controls and is a clear trigger for enhanced
identity due diligence and deeper understanding of wealth and funds origins.

Questions # 9:

What is the expected outcome of an assessment of a client’s health protection priorities?

Options:

O A.

It will generate a new health policy

O B.

It will remove the need to focus on other financial planning areas
O C.

It will minimise the risk that policy exclusions will be imposed

O D.

It will quantify the extent to which the client should consider action

Answer

D
Explanation

Assessing health protection priorities aims to identify and measure the client’s exposure
to financial loss from illness or injury and to determine the scale and urgency of any
protection gap. The adviser considers the client’s income dependence, existing sick pay or
business cover, emergency savings, ongoing commitments, dependants, and the impact
of reduced earning capacity. The outcome is not the automatic creation of a new policy,
because product selection only follows once needs and constraints are clear and
affordability has been tested. It also does not remove the need to address other planning
areas such as retirement, debt management, or investment objectives, because financial
planning is holistic and priorities must be balanced. While good planning and accurate

Page 10 of 13



disclosure can reduce underwriting surprises, an assessment cannot ensure exclusions will
not be imposed, since exclusions depend on medical underwriting and insurer terms. The
most realistic and syllabus-aligned outcome is a quantified picture of whether the client
should act, how much cover may be needed, and which risks are most material so
informed decisions can be made.

Questions # 10:

Which of the following is an example of a mandatory corporate action with options?

Options:

O A.
Consolidation
O B.

Rights issue

O C.

Share buyback
O D.

Takeover acceptance

Answer

B
Explanation

Corporate actions are often classified by whether the shareholder must participate and
whether there are choices. A mandatory corporate action with options is one where the
event will happen, but the shareholder must make an election between alternatives. A
rights issue fits this classification because the company proceeds with issuing rights to
existing shareholders, but the shareholder typically has options such as taking up the
rights to buy new shares, selling the rights, or allowing them to lapse, depending on the
terms and market arrangements. Consolidation is generally mandatory with no choice, for
example a share consolidation where holdings are adjusted according to a fixed ratio. A
share buyback is usually voluntary because shareholders choose whether to tender
shares. Takeover acceptance is also voluntary because shareholders decide whether to
accept the offer, even though the corporate event may proceed if sufficient acceptances

Page 11 of 13



are obtained. The key test point is identifying where the shareholder must respond with an
election. A rights issue is the most appropriate example of a mandatory corporate action
with options.
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