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1.

Two independent variables X and Y, E(X) =4, E(Y) =3, E(XY) =11, Cov(X, Y)="?
A) -1

B) 0

O 11

D) 12
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Two traders: Brown and Parker: Brown earned a profit of 5 million with a volatility of
14%, while Parker’s profit is 6 million with a volatility of 16%. Whose performance is
better in RAROC with 99% confidence level?

A) Brown

B) Parker

C) The same.

A 2 @ % - & grprobability of default=0.03% > % = & 5 0.04% > % = & 5 0.06% >
Fa = #2 CMR -

A) 12.47%

B) 12.78%

C) 13%

SRR URC 5 © DU B AR AL 0.13% o MSRLERE 7

COSO 7 = “—wqmdﬁ ?

A) Company-level control

B) Risk assessment

C) Information and communication

D) Control activities

71 GARCH(1,1)#£3] » e ¥ f ¢h mean reverting & B - ?
A) 62 =02+04r7 + 0.980,,1
B) o/ =0.3+0.3r>, +0.960”,
C) 0! =0.4+0.57", +0.980,
D) ¢’ =0.5+0.17", +0.965,
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10.

11.

12.

13.

GARCH(1,1) model : o] =¥ +ar’, + fo’, » £ ¢ a=0.013 ~ f=0.75 ~ ¥=0.00005
U,_12=0.00006 o 7 annualized volatility °

SR JEPOR ST AL » (S AT annualize

FI') sqrt(252) -

¢ fr i A o @ asset v liabilities 2 I & ¥ modified duration > & g 8 §1 5 F Fk 0 T &
25b.p. » Jedem 1 * B kg (& 2P IR B modified duration) ?

If risk-free rate increases, the impact on the value of an American put is:
A) No impact.

B) Negative.

C) Positive.

D) Cannot determine.

A = 7 probability of default=0.2;B = & 5 0.4; & 2 @ F pF default e 5=0.15 ;
F A ~ B 2 default correlation °

B > Sarbanes-Oxley Act ™ 7| #cift » wRit 5 B 9
. CEO# CFO i} 5+
II. Audit committee 7f ¥ 32 “b 3% auditor 2. Fr ¥ L2 4% 4

III. p % auditor i Jf ¢ 32 *F #% auditor 2 work scope...

FAS 133 2 hedge effectiveness test > % 3 large mismatch » f * ®f&> /= ?
A) Dollar-offset with...

B) Dollar-offset with...

C) Statistical analysis

D) = = 4}5‘ pAR

AT FAS 133 0GR+ PRERLER ST 1 - iR g

-

£ * normal distribution % 1T 7 Poisson distribution » <& Jf &5 =< #c(n) &2 = # # F (p)
A) HH ER

B) % 2 #icix =

C) =B+ > 255 ABT |

D) sk #icie s 0 A S FABIT 0

T 3w —‘ﬁ + A7 - 2 g # 4 5 dividend-paying stock 2. American call option # &
=7

A) S

B) 7y

)T

D) Volatility



14. % operational risk ® > Scenario Analysis 7% 2 5 @ ?

15,73 & {31 enff 5 2 = ZHHeT

B = 5100
r=40% ; B=$71.33
r=3m@<:::::: B = $100
r=20% ; B=$83.33

B = 5100

Va4 fﬁ X i fEad2 put - &S DE i RS =055 59 % =75 F put value
Ans. $3.47

16. — & = & éhoption » H F|# pF e payoff=| (S—X)*» £4 & S + & 15%
{ 0 » otherwise
B S=10 ~ volatility = 15% ~ r,=5% > F option value :
A) $7
B) $8
C) $9
D) $10

17. % - & T-bill £ corporate bond 2_ 78 4| & > J probability of default -

18. S =280 > X =260 z_ call value = 16 ~ put value =3 » & #k 113 v& ¥ 12 lock a profit ?
Ans. —S + call

19. 10-year T-bond $10 million » & o, = 0.074% - F5 99% ~ 10 = 7 VaR o
SIFRERIF 15 fﬁii% 10-year T-bond .V Duration =7 s it 7 5T

20. According to Merton model, for firms with better ratings the probabilities of default will
and for firms with worse ratings their probabilities of default will as time
goes by.
A) Increase; decrease.
B) Increase; increase.
C) Decrease; decrease.

D) Decrease; increase.

21. In KMV model, if asset = 500, liability = 300, and the volatility of asset = 80, what is the

distance to default?



22. Given a table showing the detailed data of Bank A’s equity, such as shareholder value,
retained earnings, goodwill, subordinate debt, ...etc., calculate Tier 2 capital / Tier 1

capital ratio.

23. For Total Return Swaps, the buyer receives fixed 9%, floating rate is LIBOR + 50bp, the
notional principal is 10 million. If the value of the reference bond appreciates 10%, what
is the cashflow?

A) Inflow ....
B) Outflow...
0 0

24, fn & % §_ & 1Myt  F) 9
A) Tax.
B) ...
C) % 7 ¥ well-diversified investors 3 4v i #

Session |l

25. B % coherent risk measures 2. $F+ » @ "F“f 7 ¥t ? (where a and b are constants.)
A) pxty) = p(x)+p(y)
B) p(ax) = ap(x)
C) p)=p(y) ifx=y
D) p(x + b)=p(x) + b

26. 3 M volatility smile i ¥ 7 ¥t ?
A) One of the reasons is the fear of market crash.
B) For equity options, implied volatility increases as exercise price increases.
C) For foreign exchange options, at-the-money options have smaller implied volatility

than in-the-money or out-of-the-money options.

27. Current exchange rate is 1.35 AUD/CAD. The interest rate for AUD is 2.4% and for CAD
is 2%. If we want to use Black-Scholes formula to price a European option, how should
we set the risk-free rate and dividend yield?

A) Risk-free rate = 2.4%; dividend yield = 2%.
B) Risk-free rate = 2%; dividend yield = 2.4%.
C) Risk-free rate = 2.4%; dividend yield = 2.4%.
D) Risk-free rate = 2%; dividend yield = 2%.



28. Current exchange rate = 0.75 FRF/GBP. Given the 1-year interest rate in FRF and GBP.

Calculate the exchange rate one year later if there is no arbitrage chance.

29. K 4 » 4o% P v e forward exchange rate = 0.80 » 4w 78 3K 7 g 7
A) Borrow FRF.
B) Borrow GBP.
C) Borrow FRF, buy GBP, and short a forward on FRF.
D) Borrow FRF, buy GBP, and short a forward on GBP.

30. FAS 133 ¥ R 2 JFdh i (¥ 38 & 350 9
[. The risk unhedged.
II. ..
III. ...
IV. description of hedged item.

31. &z % (* 42 ® - investor analysis process & Jf i en® & Rt ?
L Al iy 4.
IL.

32. CreditMetrics # ¢ * F|oR i T ?
A) Correlation
B) Credit spread.
C) Migration matrix.
D) ...

33, & Basle Il e ¢ » 2% b % e IRB G- 152 2. 4247 f 712 8 9
A) PD
B) LGD
C) EAD
D) ...

34. CreditRisk+3 ¢ * $|75 i 531 9

35.vR— i % &_operational risk ?
A) ...
B) losses from catastrophe
O ...



36, A =& defaults» B x @82 A @3 T2 %5 0 B B 2 @ 2 exposures °

I. A — B> $10 million
II. B— A>$6million
Il. A — B $800,000; B — A > $ 1 million
IV. £33 k... (% = '52337\1—\/(71‘4 M S s > LR IE 3 §)

B) 10.8 million

C) 4 million

D) 3.8 million

E) 0.8 million.

37. i@ "ﬁ * 3 % i ¢ ¢ credit enhancement 9
A) ...
B) Over-collateralization.
O ...
D) Enhancing spread.

38. What is the probability of default for a company rating B after 2 years?

A B C D
A 0.9 0
B 0.12 0.86 0.2 0
C 0.02
D 0 0 0 1

39. jEF| ¥ = 1 * &7 European put » X =30 » S =30, delta=?
A) 1.
B) 0.5.
C) -0.5.
D) 1.

40. CDO 4 = i tranches Tranche 1 i 10%> ¢ K= & w 10%4f £ ; Tranche 2 i& 20% >
€ KEZ 4T K 20%=4F 4 ; Tranche 3 & H 4 170% o R T 7] @ —‘%1 FE?

P FATi ZIIANFHRL ¢ Tranche 1[I spread & (& ? Tranche 3 lﬁl[ﬁ bl S&P FEEL AAA 7 ...

i
41. - = @ % - # ¢ Probability of default = 0.4% > = +# =1 the average (annualized) default
probablhty =0.6% KB % - #5MMR -
A) 0.73%
B) 0.3%
C) 0.9%



42 A &5 A &3 B %+ ¢ - nondividend-paying call £ =% X - B @ pF i early

exercise ?

43. 7 7Rt §_Metallgesellschaft Refining and Marketing (MGRM) % pxerif %] ?
I. Mismatch....
II.

44. Barings % Pt F] AL § AR R e chp I 7
A) Operational risk.
B) ...

45. Market model % Efﬁ“ A2 B3t 5

B

a

Coefficient of determination | 0.66
Standard error 2.42

TPE SR ?

I. 34% unexplained.

II. Correlation coefficient =0.71

II1. Portfolio return is dependent variable.

IV. When portfolio return is 12%, the confidence interval is [7.16%, 16.84%].



