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Volume A  

 

Question No : 1 

Gamma Bank provides a $100,000 loan to Big Bath retail stores at 5% interest rate (paid annually). The 

loan is collateralized with $55,000. The loan also has an annual expected default rate of 2%, and loss 

given default at 50%. In this case, what will the bank's expected loss be?  

 

A. $500  

 

B. $750  

 

C. $1,000  

 

D. $1,300  

 

Answer: A  

 

 

Question No : 2 

What is generally true of the relationship between a bond's yield and it's time to maturity when the yield 

curve is upward sloping?  

 

A. The longer the time to maturity of the bond, the lower its yield.  

 

B. The longer the time to maturity of the bond, the higher its yield.  

 

C. The shorter the time to maturity of the bond, the higher its yield.  

 

D. There is no relationship between the two  

 

Answer: B  

 

 

Question No : 3 

The value of which one of the following four option types is typically dependent on both the final price of its 

underlying asset and its own price history?  

 

A. Stout options  

 

B. Power options  

http://www.examkiller.net/exam-ICBRR.html
www.examkiller.net


GARP ICBRR Exam 

 

                             Leading the way in IT testing and certification tools, www.examkiller.net 

C. Chooser options  

 

D. Basket options  

 

Answer: A  

 

 

Question No : 4 

After entering the securitization business, Delta Bank increases its cash efficiency by selling off the lower 

risk portions of the portfolio credit risk. This process ___ risk on the residual pieces of the credit portfolio, 

and as a result it ___ return on equity for the bank.  

 

A. Decreases; increases;  

 

B. Increases; increases;  

 

C. Increases; decreases;  

 

D. Decreases; increases;  

 

Answer: B  

 

 

Question No : 5 

Which one of the following four model types would assign an obligor to an obligor class based on the risk 

characteristics of the borrower at the time the loan was originated and estimate the default probability 

based on the past default rate of the members of that particular class?  

 

A. Dynamic models  

 

B. Causal models  

 

C. Historical frequency models  

 

D. Credit rating models  

 

Answer: C  

 

 

Question No : 6 

Which one of the following four option types has two strike prices?  

 

A. Asian options  
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B. American options  

 

C. Range options  

 

D. Shout options  

 

Answer: D  

 

 

Question No : 7 

According to the largest global poll of foreign exchange market participants, which one of the following 

four global financial institutions was the most active participant in the global foreign exchange market?  

 

A. Citibank  

 

B. UBS AG  

 

C. Deutsche Bank  

 

D. Barclays Capital  

 

Answer: C  

 

 

Question No : 8 

To quantify the aggregate average loss for the credit portfolio and its possible constituent subportfolios, a 

credit portfolio manager should use the following metric:  

 

A. Credit VaR  

 

B. Expected loss  

 

C. Unexpected loss  

 

D. Factor sensitivity  

 

Answer: B  

 

 

Question No : 9 

A credit risk analyst is evaluating factors that quantify credit risk exposures. The risk that the borrower 

would fail to make full and timely repayments of its financial obligations over a given time horizon typically 

refers to:  
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A. Duration of default.  

 

B. Exposure at default.  

 

C. Loss given default.  

 

D. Probability of default.  

 

Answer: D  

 

 

Question No : 10 

An asset manager for a large mutual fund is considering forward exchange positions traded in a 

clearinghouse system and needs to mitigate the risks created as a result of this operation. Which of the 

following risks will be created as a result of the forward exchange transaction?  

 

A. Exchange rate risk  

 

B. Exchange rate and interest rate risk  

 

C. Credit risk  

 

D. Exchange rate and credit risk  

 

Answer: B  

 

 

Question No : 11 

When looking at the distribution of portfolio credit losses, the shape of the loss distribution is ___ , as the 

likelihood of total losses, the sum of expected and unexpected credit losses, is ___ than the likelihood of 

no credit losses.  

 

A. Symmetric; less  

 

B. Symmetric; greater  

 

C. Asymmetric; less  

 

D. Asymmetric; greater  

 

Answer: D  
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Question No : 12 

Which one of the four following statements regarding foreign exchange (FX) swap transactions is 

INCORRECT?  

 

A. FX swap is a common short-term transaction.  

 

B. FX swap is normally used for hedging various currency positions.  

 

C. FX swap generates more exchange rate risk than simple forward transactions.  

 

D. FX swap is generally used to for funding foreign currency balances and currency speculation.  

 

Answer: C  

 

 

Question No : 13 

Foreign exchange rates are determined by various factors. Considering the drivers of exchange rates, 

which one of the following changes would most likely strengthen the value of the USD against other 

foreign currencies?  

 

A. The expected US inflation rate increases  

 

B. The global demand for US products decreases  

 

C. The economic performance in the US weakens  

 

D. The US current account surplus increases  

 

Answer: D  

 

 

Question No : 14 

A bank customer chooses a mortgage with low initial payments and payments that increase over time 

because the customer knows that she will have trouble making payments in the early years of the loan. 

The bank makes this type of mortgage with the same default assumptions uses for ordinary mortgages, 

thus underestimating the risk of default and becoming exposed to:  

 

A. Moral hazard  

 

B. Adverse selection  

 

C. Banking speculation  
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