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Questions # 1:

An investor 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?

Options:

 A.

£1,150.00

 B.

£1,157.63

 C.

£1,159.27

 D.

£1,276.28

Answer

C
Explanation

???? Reference: Compound Interest Formula, CISI Wealth & Investment Management.

Questions # 2:

How does ‘relief at source’ normally operate in relation to overseas dividend income?

Options:

 A.

A reduced rate of withholding tax is levied

 B.

A tax rebate is paid in cash
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 C.

A credit is applied against a separate tax liability

 D.

A staggering of the tax levy is granted

Answer

A
Explanation

Relief at source for overseas dividend income typically operates by reducing the
withholding tax applied to dividends at the source. This is achieved through double
taxation agreements (DTAs) between countries, which set out reduced tax rates for such
income.

Example:If the standard withholding tax rate in a country is 30%, a DTA may reduce this
to 15% for eligible investors.

[Reference:, ICWIM, Topic: Cross-Border Taxation and Double Taxation Agreements., OECD
Model Tax Convention., , , ]

Questions # 3:

Why might an expansionary fiscal policy lead to future inflationary pressures?

Options:

 A.

It causes higher interest rates

 B.

Workers demanding higher wages

 C.

Due to a significant fall in private sector investment

 D.

Due to the effect of time lag
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Answer

B
Explanation

Expansionary Fiscal Policy and Inflation:

Expansionary fiscal policy increases aggregate demand by boosting public
spending or reducing taxes.

This raises employment, leading to higher wage demands as workers negotiate
for their share of economic growth.

Higher wages increase production costs, causing inflationary pressures.

Elimination of Other Options:

A: Higher interest rates are associated with contractionary, not expansionary,
policy.

C: Private sector investment typically rises, not falls.

D: Time lag affects the policy's impact but is not a direct cause of inflation.

References:

ICWIM Module 1: Discussion on fiscal policy and its effects on inflation.

Questions # 4:

An execution-only sale usually means a sale where there is an absence of:

Options:

 A.

Charges

 B.



Page 5 of 36

Advice

 C.

Product

 D.

Guarantee

Answer

B
Explanation

An execution-only sale occurs when a broker executes a trade without providing
financial advice.

Key Features of Execution-Only Trading:

The client chooses the investment without guidance.

The broker only executes the trade (no suitability checks).

Typically used by experienced investors.

Regulatory Implications:

Under FCA rules, execution-only firms are not responsible for investment
suitability.

Clients must confirm they are not receiving advice before execution.

???? Reference: FCA Handbook (COBS 10 - Execution-Only Transactions), CISI Wealth &
Investment Management.

Questions # 5:

Tax relief that prevents overseas profits from being taxed twice is called:
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Options:

 A.

Overseas Taxation Relief

 B.

Dividend Taxation Relief

 C.

Double Taxation Relief

 D.

Double Taxation Agreement

Answer

C
Explanation

Double Taxation Relief (DTR) ensures that income earned in a foreign country is
not taxed twice—once in the country where the income is earned and again in the
investor’s home country.

How It Works:

If an investor pays foreign tax on overseas income, they can offset that
tax liability against their domestic tax bill.

The UK has Double Taxation Agreements (DTAs) with multiple countries to
prevent double taxation on dividends, interest, and capital gains.

Example:

A UK investor receives £10,000 in dividends from US stocks and is charged
a 15% withholding tax in the US.

Under a UK-US tax treaty, the investor receives a tax credit for the amount
paid in the US, reducing UK tax liability.

???? Reference: HMRC Double Taxation Agreements, CISI Wealth & Investment
Management.
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Questions # 6:

Which of the following will be a major constraint on a client’s ability to invest and protect
against all of the risks that might arise?

Options:

 A.

Age

 B.

Affordability

 C.

Risk aversion

 D.

Tax implications

Answer

B
Explanation

Why Affordability is the Major Constraint

A client’s ability to mitigate risks is directly limited by their financial resources.

Even the most sophisticated risk strategies, such as diversification, derivatives,
or insurance, require financial capacity.

Other Options Analyzed

Age: Impacts risk tolerance but does not constrain the financial ability to
manage risks.

Risk aversion: A behavioral factor, not a financial constraint.
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Tax implications: Important but secondary compared to affordability.

ICWIM Textbook, Chapter on Investment Constraints: Highlights affordability as the
top financial constraint.

Wealth Planning Principles: Discusses practical limitations of risk mitigation
strategies.

ReferencesThus, the answer is B. Affordability.

Questions # 7:

For what reason is holding bearer shares potentially disadvantageous?

Options:

 A.

Investors prefer not being publicly named on a share register

 B.

The loss of the certificate might equal loss of the person’s investment

 C.

They are more difficult to value

 D.

Because it is not possible to sell part of the holding

Answer

B
Explanation

Bearer shares are unregistered securities, meaning ownership is determined by
physical possession of the share certificate rather than being recorded in a
shareholder register.

Why is Option B Correct?
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If the physical certificate is lost or stolen, the holder loses legal ownership,
as no record of ownership exists.

Unlike registered shares, where ownership is recorded with a company or
broker, bearer shares do not have a recovery process.

Why Not Other Options?

A (Not being publicly named) → While bearer shares offer anonymity, the
major risk is loss of ownership.

C (Difficult to value) → They can still be valued based on the issuing
company’s performance.

D (Not possible to sell part of the holding) → Bearer shares can be sold
partially, like other shares.

???? Reference: OECD Guidelines on Transparency & Bearer Shares, CISI Wealth &
Investment Management.

Questions # 8:

Treasury bills are normally issued with a minimum maturity of:

Options:

 A.

1 month

 B.

3 months

 C.

1 year

 D.

3 years
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Answer

B
Explanation

Treasury Bills Defined

Treasury bills (T-bills) are short-term government debt securities issued at a
discount and redeemed at face value at maturity.

They are typically issued with maturities of 3 months (most common), 6
months, and 1 year.

Why the Answer is B

While T-bills can have shorter or longer maturities, 3 months is the standard
minimum maturity for most markets, including the UK and US.

ICWIM Study Guide, Chapter on Fixed Income Securities: Covers treasury bill
characteristics.

Debt Market Literature: Confirms typical T-bill maturities.

References

Questions # 9:

If two sets of data have a correlation coefficient of 1.0, they possess:

Options:

 A.

No correlation

 B.

Weak correlation

 C.
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Perfect negative correlation

 D.

Perfect positive correlation

Answer

D
Explanation

Correlation Coefficient of 1.0:

A correlation coefficient measures the strength and direction of the relationship
between two datasets.

A value of 1.0 indicates a perfect positive correlation, meaning the two sets of
data move in the same direction proportionally.

Elimination of Other Options:

A: A value of 0 indicates no correlation.

B: Weak correlation would be closer to 0.

C: Perfect negative correlation has a value of -1.

References:

ICWIM Module 3: Concepts of statistical measures, including correlation.

Questions # 10:

Why should standard deviation, as a measure of volatility, not be used on its own?

Options:

 A.

Because the data is difficult to interpret
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 B.

Standard deviation only works for small fluctuations

 C.

Because it cannot be used to compare all assets

 D.

The data is historic

Answer

D
Explanation

Standard deviation is a widely used measure of volatility, but it has a significant
limitation: it is based on past data, which may not reflect future risks.

Key Limitations of Standard Deviation:

It only measures historical price fluctuations, not future risks.

It assumes normal distribution, which may not hold in financial markets.

It does not distinguish between upside and downside volatility.

Alternative Measures of Risk:

Value at Risk (VaR) – Estimates potential losses under extreme market
conditions.

Beta – Measures risk relative to the overall market.

Sharpe Ratio – Assesses risk-adjusted returns.

???? Reference: CFA Institute (Risk Metrics), CISI Wealth & Investment Management.

Questions # 11:

Personal accident policies will pay out:
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Options:

 A.

Once the insured has been seen by a doctor

 B.

On the day of the accident

 C.

Following a waiting period

 D.

Once the insurance company has received the medical documentation

Answer

C
Explanation

Personal Accident Policies:

These policies often include a waiting period before payouts, allowing insurers
to verify claims and ensure eligibility.

The waiting period varies depending on the policy terms.

Elimination of Other Options:

A: A doctor's visit is often necessary but not sufficient for payout.

B: Payments are not instantaneous.

D: Documentation is required, but it is part of the claim process, not the trigger
for payout.

References:

ICWIM Module 5: Details on insurance policy structures and claims processes.

Personal Accident Policies:
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These policies often include a waiting period before payouts, allowing insurers
to verify claims and ensure eligibility.

The waiting period varies depending on the policy terms.

Elimination of Other Options:

A: A doctor's visit is often necessary but not sufficient for payout.

B: Payments are not instantaneous.

D: Documentation is required, but it is part of the claim process, not the trigger
for payout.

References:

ICWIM Module 5: Details on insurance policy structures and claims processes.

Questions # 12:

Which of the following is categorised as a soft commodity?

Options:

 A.

Copper

 B.

Oil

 C.

Lumber

 D.

Natural gas
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Answer

C
Explanation

Performance attribution analysis evaluates the performance of a portfolio by breaking it
into components attributed to specific investment decisions. These include:

Asset Allocation: The decision on the proportion of the portfolio allocated to
different asset classes (e.g., stocks, bonds).

Sector Choice: Selecting specific sectors (e.g., technology, healthcare) within asset
classes.

Security Selection: Choosing individual securities within the selected sectors.

Risk analysis, while critical for investment management, is not typically part of standard
performance attribution frameworks.

References:

International Certificate in Wealth & Investment Management: Portfolio performance
evaluation section.

Standard attribution models: Brinson, Hood, and Beebower model widely used in
performance attribution.

Questions # 13:

Ex-ante security attribution seeks to identify:

Options:

 A.

Portfolio outperformance

 B.

Why the portfolio performed the way it did

 C.
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An appropriate benchmark

 D.

Future risks

Answer

D
Explanation

Ex-ante attribution focuses on predicting future risks and returns, whereas ex-
post attribution analyzes past performance.

Why is Option D Correct?

Ex-ante means “before the event”, so it identifies potential risks before
they impact returns.

Used in risk forecasting and portfolio stress testing.

Why Not Other Options?

A & B (Portfolio outperformance, past performance) → These relate to
ex-post (historical) attribution.

???? Reference: CFA Institute (Performance Attribution), CISI Wealth & Investment
Management.

Questions # 14:

What financial principle requires an adviser to gather extensive information from a client
before making a recommendation?

Options:

 A.

Disclosure

 B.
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Transparency of trading

 C.

Risk reduction

 D.

Know your customer

Answer

D
Explanation

Know Your Customer (KYC) Principle:

Advisers must gather extensive client information (e.g., financial goals, risk
tolerance, income) to provide tailored recommendations.

KYC ensures compliance with regulatory frameworks and aligns investment
strategies with client needs.

Elimination of Other Options:

A: Disclosure focuses on transparency of fees and risks, not information
gathering.

B: Transparency of trading pertains to market operations, not advisory
practices.

C: Risk reduction is a goal, not a principle requiring client data.

References:

ICWIM Module 4: Ethical and Regulatory Practices: Focus on the KYC
framework.

Questions # 15:
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In financial markets, SWIFT is used for:

Options:

 A.

Risk management

 B.

Securities settlement

 C.

Money payments

 D.

Online security

Answer

C
Explanation

SWIFT (Society for Worldwide Interbank Financial Telecommunication) is a global
messaging system used for secure international money transfers.

Why is Option C Correct?

SWIFT provides a standardized messaging system for banks to send
secure international payment instructions.

It is used for cross-border wire transfers, forex transactions, and trade
finance.

Why Not Other Options?

A (Risk management) → SWIFT is not a risk assessment tool.

B (Securities settlement) → Securities transactions are settled via clearing
houses (e.g., DTCC, Euroclear), not SWIFT.

D (Online security) → SWIFT transmits encrypted messages but is not an
online security service.
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???? Reference: SWIFT Organization, CISI Wealth & Investment Management.

Questions # 16:

Which of the following elements would be included in a recommendation report to a
client?

Options:

 A.

Inflation rate

 B.

Interest rate

 C.

Protection

 D.

Previous arrangements

Answer

D
Explanation

A recommendation report (or suitability report) is a formal document provided by
financial advisers to clients. It outlines investment recommendations and
justifications based on the client’s personal circumstances.

Why is Option D Correct?

The FCA requires firms to consider a client’s existing investments,
pensions, and insurance policies before making recommendations.

This ensures that clients are not sold duplicate or unsuitable products.

Reviewing previous arrangements helps advisers identify gaps in financial
planning.
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What Else Is Included in a Recommendation Report?

Investment objectives & risk tolerance.

Tax considerations.

Cost disclosures and fees.

Why Not Other Options?

A (Inflation rate) → While inflation is considered, it is not a mandatory
section in suitability reports.

B (Interest rate) → Relevant for fixed income investments, but not always
necessary.

C (Protection) → Only included if insurance products are being
recommended.

???? Reference: FCA Conduct of Business Sourcebook (COBS 9 – Suitability Reports), CISI
Wealth & Investment Management.

Questions # 17:

An investor would regard a company's Interest Cover ratio as significant because it
provides:

Options:

 A.

An indication of the extent to which the company can service its debts

 B.

An indication of what interest rate the company is paying

 C.

A breakdown of how much debt a company has in relation to equity

 D.

A summary of how much liquid cash an organisation has for funding dividend payments



Page 21 of 36

Answer

A
Explanation

Interest Cover Ratio measures how easily a company can meet interest payments on
its debt.

A black text with
black letters AI-generated content may be incorrect.

Why is Option A Correct?

A higher ratio means a company comfortably covers interest costs.

A low ratio signals higher financial risk and potential default risk.

Why Not Other Options?

B (Interest rate paid) → The ratio assesses coverage, not cost of debt.

C (Debt vs equity breakdown) → This is measured by the debt-to-equity
ratio.

D (Cash for dividends) → Interest cover assesses debt serviceability, not
dividend affordability.

???? Reference: CFA Institute (Financial Ratios), CISI Wealth & Investment Management.

Questions # 18:

When analysing rates of return, why is a short-dated government bond considered to be the
risk-free rate?

Options:

 A.
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Governments are considered unlikely to default

 B.

Investors can buy short-dated government bonds without risk

 C.

Government bonds are free from all types of risk

 D.

There is no tracking error when measuring the performance of government bonds

Answer

A
Explanation

Risk-Free Rate

The rate of return on an investment with virtually no risk of financial loss.

Short-dated government bonds are considered risk-free because governments,
especially in developed economies, are deemed highly unlikely to default.

Why the Answer is A

Short-dated bonds minimize risks associated with duration (interest rate risk).

Governments can typically print money or increase taxes to meet debt
obligations, reducing default risk.

Why Other Options are Incorrect

B. Without risk: Investors still face inflation risk and currency risk.

C. Free from all risks: No investment is completely risk-free; risk is
minimized, not eliminated.

D. No tracking error: Irrelevant to the definition of a risk-free rate.

ICWIM Study Guide, Chapter on Risk Management: Defines the risk-free rate and
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its attributes.

Economic Theory: Short-dated government bonds as benchmarks for risk-free
rates.

ReferencesThus, the correct answer is A. Governments are considered unlikely to
default.

Questions # 19:

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

Options:

 A.

£252,401

 B.

£328,120

 C.

£468,745

 D.

£546,869

Answer

B
Explanation

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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A screenshot of a paper AI-generated content may be incorrect.

[Reference: CISI Wealth & Investment Management (Retirement Planning), FCA Pensions
Guidance., , ]

Questions # 20:

Which commodity is categorized based on how sweet or sour it is?

Options:

 A.

Coffee

 B.

Natural gas

 C.

Oil

 D.

Zinc
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Answer

C
Explanation

Crude oil is classified as sweet or sour based on its sulfur content:

Sweet crude → Low sulfur content (e.g., Brent Crude).

Sour crude → High sulfur content (e.g., Venezuelan crude).

Sweet crude is more desirable because it is easier to refine into gasoline and
diesel.

Why Not Other Options?

A (Coffee) → Categorized by origin and bean type.

B (Natural gas) → Classified by energy content.

D (Zinc) → Graded by purity, not sweetness.

???? Reference: International Energy Agency (IEA), CISI Wealth & Investment
Management (Commodity Markets).

Questions # 21:

When creating a portfolio for a risk-averse client, why would you select stocks with a beta of
less than one?

Options:

 A.

So that the portfolio is easier to understand

 B.

So that the portfolio moves in line with the market

 C.

In order to produce a low-volatility portfolio
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 D.

To produce a high-volatility portfolio

Answer

C
Explanation

Stocks with a beta of less than one are less volatile than the overall market. Including
such stocks in a portfolio helps reduce its overall volatility, aligning with the risk-averse
nature of the client.

Easier to understand (A): Simplicity is not a factor in beta selection.

Moves in line with the market (B): A beta of less than one means the portfolio
moves less than the market.

High-volatility portfolio (D): This would involve stocks with a beta greater than
one, contrary to the client’s risk profile.

References:

International Certificate in Wealth & Investment Management: Beta as a measure of
systematic risk and its implications for portfolio construction.

CAPM (Capital Asset Pricing Model) principles on beta and risk.

Questions # 22:

Which of the following investments is most suitable for a customer who desires income
rather than capital gain and who is risk-averse?

Options:

 A.

Low coupon long-dated gilts

 B.

High coupon short-dated gilts
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 C.

Deferred shares

 D.

Convertible preference shares

Answer

B
Explanation

A risk-averse income-seeking investor needs stable, predictable returns with low
volatility.

Why is Option B Correct?

Short-dated gilts (government bonds) have lower interest rate risk.

High coupon bonds provide regular income payments.

Why Not Other Options?

A (Low coupon long-dated gilts) → Long-dated gilts are highly sensitive
to interest rate changes, making them riskier.

C (Deferred shares) → Offer no immediate income, only potential future
returns.

D (Convertible preference shares) → Convertibles have market risk and
may offer lower yields.

???? Reference: UK Debt Management Office (Gilts Market), CISI Wealth & Investment
Management.

Questions # 23:

ROCE can be used to establish which of the following?
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Options:

 A.

The net profitability of the business

 B.

Impact of borrowing costs on company performance

 C.

Returns generated from capital invested in the business

 D.

Net profit in relation to the cost of sales

Answer

C
Explanation

ROCE (Return on Capital Employed)

Measures the efficiency and profitability of a company relative to the capital
invested in the business.

Formula:
ROCE=Earnings Before Interest and Tax (EBIT)Capital Employed\text{ROCE} =
\frac{\text{Earnings Before Interest and Tax (EBIT)}}{\text{Capital
Employed}}ROCE=Capital EmployedEarnings Before Interest and Tax (EBIT)​

Why the Answer is C

ROCE specifically focuses on the returns generated from the capital base,
providing insight into how effectively the business is using its resources.

Why Other Options are Incorrect

A. Net profitability: Refers to net profit margins, not ROCE.

B. Borrowing costs: ROCE ignores borrowing costs as it considers EBIT.

D. Net profit in relation to cost of sales: Refers to gross profit margin, not
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ROCE.

ICWIM Study Guide, Chapter on Financial Ratios: Covers ROCE and its applications.

Corporate Finance Texts: Defines ROCE as a key performance metric.

ReferencesThus, the correct answer is C. Returns generated from capital invested in
the business.

Questions # 24:

What is the first action an adviser takes to ensure that their advice is suitable for a client?

Options:

 A.

Offer the client a range of options

 B.

Draw attention to the cancellation period

 C.

Gather sufficient information from the client

 D.

Ensure recommendations are confirmed by a third party

Answer

C
Explanation

The first step in financial planning is to gather sufficient client information before
making any recommendations.

Key Information Required:
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Income, expenses, and financial goals.

Risk tolerance and investment horizon.

Tax status and personal circumstances.

Regulatory Requirement:

The FCA's suitability rules mandate that advisers perform a full fact-
finding process before offering advice.

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

Questions # 25:

An investor deposits £1,000 into an account that pays interest at the rate of 3% per year. If
the interest is credited to the account at the end of the year and the investor leaves the
money in the account for 5 years, how much money will be in the account at the end of the
fifth year?

Options:

 A.

£1,150.00

 B.

£1,157.63

 C.

£1,159.27

 D.

£1,276.28

Answer

B
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Explanation

Compound Interest Formula:A=P×(1+r)nA = P \times (1 + r)^nA=P×(1+r)n

P: Initial principal (£1,000)

r: Annual interest rate (3% or 0.03)

n: Number of years (5)A=1,000×(1+0.03)5A = 1,000 \times (1 +
0.03)^5A=1,000×(1+0.03)5A=1,000×(1.159274)A = 1,000 \times
(1.159274)A=1,000×(1.159274)A=£1,157.63A = £1,157.63A=£1,157.63

Elimination of Other Options:

All other values result from incorrect application of the formula or ignoring
compounding.

References:

ICWIM Module 2: Focus on time value of money and compounding.

Questions # 26:

Setting standards for national anti-money laundering (AML) and counter-terrorist
financing (CTF) programs and evaluating how effectively member countries have
implemented the standards is the role of which of the following?

Options:

 A.

International Monetary Fund (IMF)

 B.

Interpol

 C.

Financial Action Task Force (FATF)
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 D.

National Crime Agency

Answer

C
Explanation

The Financial Action Task Force (FATF) is an intergovernmental organization that
sets global AML/CTF standards and assesses compliance.

Why is Option C Correct?

FATF develops recommendations that countries must implement to combat
money laundering and terrorist financing.

It conducts peer reviews and blacklists non-compliant nations.

Why Not Other Options?

A (IMF) → The IMF monitors economic stability, not AML enforcement.

B (Interpol) → Handles criminal investigations, not financial regulations.

D (National Crime Agency) → The NCA is UK-specific, while FATF is global.

???? Reference: FATF Guidelines, CISI Wealth & Investment Management.

Questions # 27:

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

Options:

 A.

Assessing suitability and affordability

 B.
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Determining attitude to risk

 C.

Giving information on status disclosure

 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.

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

Questions # 28:

Why might a custom benchmark be required when measuring portfolio performance?
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Options:

 A.

It is easier than using a pre-defined benchmark

 B.

So that the portfolio can be measured in absolute terms

 C.

To establish the size of the tracking error

 D.

The portfolio spans several different asset classes

Answer

D
Explanation

A custom benchmark is necessary when a portfolio contains multiple asset classes,
as no single index can fully represent its performance.

Why is Option D Correct?

A diversified portfolio (e.g., equities, bonds, commodities) needs a
composite benchmark that reflects its asset allocation.

Example: A portfolio with 60% equities and 40% bonds might use a
benchmark of 60% MSCI World Index and 40% Barclays Global Bond
Index.

Why Not Other Options?

A (Easier than a pre-defined benchmark) → Custom benchmarks require
more effort, not less.

B (Absolute performance measure) → Benchmarks compare performance
relative to the market, not in absolute terms.

C (Tracking error measurement) → A benchmark helps measure tracking
error, but the need for a custom benchmark arises due to asset diversity.
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???? Reference: CFA Institute (Benchmarking), CISI Wealth & Investment Management.



Page 36 of 36

To Get Premium Files for ICWIM Visit

https://www.certsmania.com/cisi/icwim-practice

For More Free Questions Visit

https://www.certsmania.com/cisi/pdf/icwim

https://www.certsmania.com/cisi/icwim-practice
https://www.certsmania.com/cisi/pdf/icwim

