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1. In what ways does the Government work to advance financial inclusion?

A. By encouraging wider access to banking and credit services

B. By directly controlling the interest rates lenders charge on mortgages
C. By providing guaranteed returns on pension savings

D. By overseeing competition in retail financial markets

2. In what way does Government policy shape access to home ownership financing?

By creating initiatives such as Right to Buy and shared ownership programmes
By directly controlling the interest rates charged on mortgages

By underwriting lenders' profits on bank loans

By managing individuals' credit scores

>
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3. What role do financial services play in promoting economic growth?

W
A. By directing capital towards its most productive uses
B. By imposing legal sanctions on corporate wrongdoing
C. By collecting taxes on behalf of government

D. By overseeing and managing government spending

Study offline on the free app — search your exam on the App Store or Google Play

4. Which institution holds responsibility for conducting monetary policy in the United
Kingdom?

A. Bank of England

B. Financial Conduct Authority

C. London Stock Exchange

D. Prudential Regulation Authority
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5. How do investment funds assist households in building long-term wealth?

A. By giving savers exposure to a broad, diversified range of assets
B. By distributing welfare and social security payments

C. By determining the size of government fiscal deficits

D. By underwriting state pension entitlements

6. What is the principal aim of the International Organisation of Pension Supervisors
(IOPS)?

A. Raise the quality of pension oversight standards on a worldwide basis

B. Offer insurance cover for shortfalls in pension scheme funding

C. Determine the retirement age applicable in each country

D. Assure specific returns on pension fund investments

Want the other 1343+ questions & full timed mock exams? Unlock at
https://certs.theorypractice.app/cii-rO1

7. What primary function do microfinance institutions serve within developing
economies?

A. Extending small amounts of credit to people excluded from mainstream banking
B. Raising and managing international government debt

C. Monitoring compliance with prudential banking ratios

D. Establishing national exchange rate targets

8. In what way does Government policy shape how pension provision operates?

A. Through legislation requiring auto-enrolment and providing tax incentives
B. By taking direct control of private pension investment decisions

C. By guaranteeing fixed returns on pension investments

D. By directing gilt issuance solely toward pension funds

9. What is the purpose of the Debt Management Office issuing gilts on behalf of the
Government?

A. To fund public expenditure and manage the national debt
B. To offer direct insurance protection to retail savers

C. To oversee the conduct of investment advisers

D. To manage corporate accounting requirements
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10. What economic role do credit unions fulfil?
A. Providing savings products and affordable loans through a community-based, member-owned
model
B. Overseeing the interest rate decisions made by the central bank
C. Running and administering national pension programmes
D. Regulating conduct within wholesale financial markets

11. Which organisation holds primary responsibility for the oversight of systemically
important UK payment systems, including CHAPS?

A. Bank of England

B. Financial Conduct Authority

C. London Stock Exchange

D. Competition and Markets Authority

12. Why is direct Government intervention sometimes necessary during a systemic
financial crisis?

A. To deliver emergency support measures that preserve public and market confidence
B. To determine the share prices of publicly listed companies

C. To underwrite returns on corporate bond holdings

D. To take over prudential supervision of firms directly

Want the other 1343+ questions & full timed mock exams? Unlock at
https://certs.theorypractice.app/cii-rO1

13. What part does the Government play in influencing the mortgage market?

A. By launching support programmes such as Help to Buy

By fixing the interest rates charged on mortgages

By guaranteeing that mortgage lenders turn a profit

By overseeing individual lenders' day-to-day credit decisions

©CoOw

14. What is the primary economic function of collective investment schemes?

Combining contributions from multiple investors to build diversified investment portfolios
Formulating fiscal policy on behalf of national governments

Issuing state-backed guarantees for corporate borrowing

Setting and enforcing conduct standards for financial advisers
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15. In what way does the government's fiscal policy affect the financial services sector?

A. Adjustments to tax and public spending levels shape demand for financial products
B. By directly conducting prudential supervision of banks

C. By underwriting the returns on private pensions

D. By determining the Bank Rate

Study offline on the free app — search your exam on the App Store or Google Play

16. What part does the International Organisation for Standardisation (ISO) play in the
financial sector?

A. Creates technical standards such as the IBAN format for use in financial systems
B. Monitors the conduct and advice of financial advisors

C. Issues debt instruments to international capital markets

D. Handles consumer grievances and complaints about financial firms

17. What makes capital markets a key driver of economic development?

A. They enable companies to access long-term funding

B. They ensure savers are compensated for losses

C. They impose and uphold consumer protection regulations
D. They oversee and implement corporate tax policy

18. Why are large-value payment systems such as CHAPS considered vital to the
economy?

A. They allow financial institutions to settle high-value transactions securely and efficiently
B. They regulate the professional conduct of financial advisers

C. They facilitate the issuance of company shares and equity

D. They implement fiscal policy on behalf of the government

Want the other 1343+ questions & full timed mock exams? Unlock at
https://certs.theorypractice.app/cii-r0l

19. Which Government body is tasked with managing the issuance of public sector
debt?

A. UK Debt Management Office

B. Financial Conduct Authority

C. Competition and Markets Authority
D. Financial Ombudsman Service
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20. How does the Government use deposit protection to maintain stability in the financial
system?

A. By establishing the Financial Services Compensation Scheme in law

B. By ensuring unlimited profitability for all banks

C. By prescribing lending criteria for every bank

D. By overseeing individual household savings accounts directly

21. In what way do stock exchanges support the economy?

A. Offering a venue where businesses can raise capital and investors can trade securities
B. Enforcing consumer protection rules on financial firms

C. Determining the minimum interest rates that banks charge for loans

D. Controlling the government's budget deficit

Study offline on the free app — search your exam on the App Store or Google Play

22. What is the principal function of the Financial Conduct Authority (FCA) with respect
to UK wholesale financial markets?

A. Maintain market integrity and transparency
B. Issue UK government bonds

C. Provide liquidity to commercial banks

D. Set monetary policy decisions

23. In what way do hedge funds play arole in financial markets?

A. By enhancing market liquidity and deploying diverse investment approaches
B. By underwriting pension income for individual households

C. By overseeing how securities dealers conduct their business

D. By raising government finance through corporate bond issuance

24. What is the Government's function with regard to taxation in the financial services
sector?

A. It determines tax policy that shapes how people save and invest
B. It directly monitors trading conduct in financial markets

C. It underwrites returns on ISA investments

D. It manages capital and prudential ratios for banks
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25. Which of the following best describes how the Government promotes transparency
in financial markets?

A. Enacting laws that require companies to disclose and report financial information
B. Determining the daily value of shares on stock exchanges

C. Offering personalised investment guidance directly to investors

D. Running the international credit rating process

26. What is the basis for the Government's involvement in legislation targeting financial
crime?

A. To stop the financial system from being exploited for unlawful purposes

B. To underwrite returns for institutional investors

C. To establish and manage sovereign wealth funds

D. To set household lending rates

27. In what way do venture capital firms contribute to economic innovation?

A. By funding early-stage businesses that carry significant risk but strong growth prospects
B. By overseeing and policing securities markets

C. By underwriting pension entitlements for retired workers

D. By fixing the interest rates that commercial banks charge

Study offline on the free app — search your exam on the App Store or Google Play

28. In what way do financial services contribute to economic stability?

A. By offering tools for managing and spreading risk
B. By establishing fiscal policy objectives

C. By implementing and enforcing employment law
D. By underwriting minimum pension entitlements

29. What is the primary economic purpose of mortgage lending?

A. Supporting homeownership and contributing to capital accumulation
B. Overseeing the prudential regulation of banking institutions

C. Supervising the regulation of securities exchanges

D. Administering a nation's foreign exchange reserves

30. What makes custodians a vital component of financial services?

A. They hold client assets securely and oversee accurate transaction settlement
B. They underwrite deposit protection guarantees for account holders

C. They establish internationally recognised accounting frameworks

D. They collect and manage corporate tax on behalf of businesses
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1. A— By encouraging wider access to banking and credit services

Government policy drives programmes that broaden access to basic banking, credit, and financial literacy,
with a focus on those who are currently underserved. Why the other options are incorrect: ¢ By directly
controlling the interest rates lenders charge on mortgages: Mortgage lending rates are influenced by the Bank
of England and set by individual lenders, not determined directly by the Government. « By providing
guaranteed returns on pension savings: Pension returns are subject to market performance and are not
guaranteed by the Government. « By overseeing competition in retail financial markets: Retail market
competition is overseen by the CMA, which is separate from financial inclusion initiatives. ¢ By issuing
government bonds: Government bonds are issued to fund public expenditure and are unrelated to financial
inclusion policy.

2. A — By creating initiatives such as Right to Buy and shared ownership programmes

Government programmes such as Right to Buy and shared ownership schemes widen access to housing
finance and support higher rates of home ownership. Why the other options are incorrect: « By directly
controlling the interest rates charged on mortgages: Mortgage interest rates are set by lenders, influenced by
the Bank of England base rate, not by the Government. « By underwriting lenders' profits on bank loans:
Lending profits are determined by market conditions and are not guaranteed by the Government. ¢ By
managing individuals' credit scores: Credit scores are issued by credit reference agencies, not the
Government. ¢ By imposing global accounting standards on lenders: Accounting standards are set by the
IASB and are not determined by the UK Government.

3. A — By directing capital towards its most productive uses

Financial services direct savings toward investment opportunities, enabling businesses to expand, create
jobs, and increase economic output. Why the other options are incorrect: « By imposing legal sanctions on
corporate wrongdoing: Legal penalties are imposed by regulators and courts, not by the financial services
sector at large. ¢ By collecting taxes on behalf of government: Tax collection is the responsibility of HMRC, not
financial services providers. « By overseeing and managing government spending: Public spending is
overseen by HM Treasury, not the financial sector. ¢ By releasing guidance on monetary policy: Monetary
policy is set by the Bank of England, not financial services firms.

4. A — Bank of England

As the UK's central bank, the Bank of England is charged with setting monetary policy — for example,
adjusting the base interest rate — to keep inflation in check and support sustainable economic growth. Why
the other options are incorrect: ¢ Financial Conduct Authority: The FCA focuses on conduct standards and
consumer protection within financial services, which is distinct from monetary policy. « London Stock
Exchange: The London Stock Exchange is a securities trading venue and plays no part in setting monetary
policy. ¢ Prudential Regulation Authority: The PRA oversees the prudential stability of banks, insurers, and
major investment firms, not monetary policy. « HM Treasury: HM Treasury manages the government's fiscal
strategy and broader economic policy, but monetary policy responsibilities are delegated to the Bank of
England.

- https://certs.theorypractice.app/cii-rO1

$2.99/week or $6.99/month - cancel anytime - scan to start
Unofficial study material - not affiliated with any certifying body



https://certs.theorypractice.app/cii-r01/?utm_source=pdf
https://certs.theorypractice.app/cii-r01/?utm_source=pdf
https://certs.theorypractice.app/cii-r01/?utm_source=pdf

Free practice — 30 questions

ﬂ TheoryPractice CII'RO1
Vi

5. A — By giving savers exposure to a broad, diversified range of assets

Investment funds pool contributions from many investors to hold a diverse mix of assets, reducing individual
risk and providing a vehicle for long-term wealth accumulation. Why the other options are incorrect: « By
distributing welfare and social security payments: Welfare and social security payments are administered by
government departments, not investment funds. ¢ By determining the size of government fiscal deficits: Fiscal
deficits are determined by HM Treasury's spending and revenue decisions, not by investment funds. ¢ By
underwriting state pension entitlements: State pension entitlements are guaranteed and managed by
government, not investment funds. ¢ By directly creating and issuing government gilts: Government gilts are
issued by the Debt Management Office, not by investment funds.

6. A — Raise the quality of pension oversight standards on a worldwide basis

IOPS promotes stronger pension oversight globally by developing supervisory guidelines and facilitating the
exchange of best practices among pension regulators across different countries. Why the other options are
incorrect: ¢ Offer insurance cover for shortfalls in pension scheme funding: Providing insurance against
pension fund deficits is not within IOPS's mandate. « Determine the retirement age applicable in each country:
Each country's government sets its own retirement age; this is not a function of IOPS. ¢ Assure specific
returns on pension fund investments: IOPS does not offer any guarantees on investment returns — such
returns remain subject to market risk. « Administer the reserve assets held by central banks: The management
of central bank reserves is handled by each country's own central bank, not IOPS.

7. A — Extending small amounts of credit to people excluded from mainstream banking

Microfinance institutions provide small loans to low-income individuals underserved by conventional banks,
supporting entrepreneurship, financial inclusion, and poverty alleviation. Why the other options are incorrect: ¢
Raising and managing international government debt: International debt is issued and managed by national
treasuries, not microfinance institutions. « Monitoring compliance with prudential banking ratios: Prudential
banking ratios are the domain of regulatory authorities, not microfinance providers. « Establishing national
exchange rate targets: Exchange rate policy is set by central banks and shaped by market forces, not by
microfinance firms. « Controlling the cross-border movement of investment capital: Cross-border capital flows
are subject to oversight by national and international regulators, not microfinance institutions.

8. A — Through legislation requiring auto-enrolment and providing tax incentives

Government reforms including mandatory auto-enrolment and tax relief on contributions determine how both
employers and individuals plan and fund retirement. Why the other options are incorrect: « By taking direct
control of private pension investment decisions: Private pension investments are the responsibility of trustees
and pension providers, not the Government. « By guaranteeing fixed returns on pension investments:
Investment returns are not underwritten by the Government; they fluctuate with market performance. * By
directing gilt issuance solely toward pension funds: Government gilts are available to the full range of
investors, not reserved for pension funds alone. ¢ By overseeing corporate takeover and merger activity:
Oversight of mergers and acquisitions falls to the Competition and Markets Authority, not pension policy
makers.

9. A — To fund public expenditure and manage the national debt

The DMO sells government bonds (gilts) to raise funds for public spending and to refinance debt obligations
as they fall due, underpinning fiscal policy delivery. Why the other options are incorrect: « To offer direct
insurance protection to retail savers: Insurance protection for depositors is the role of the FSCS, not the DMO.
 To oversee the conduct of investment advisers: Supervision of investment adviser conduct is carried out by
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the FCA, not the DMO. * To manage corporate accounting requirements: Accounting standards are managed
by the FRC, not the DMO. « To set official monetary policy: Monetary policy is set by the Bank of England, not
the DMO.

10. A — Providing savings products and affordable loans through a community-based,
member-owned model

Credit unions are member-owned cooperatives that promote financial inclusion by offering accessible savings
accounts and loans at competitive rates to their communities. Why the other options are incorrect: ¢
Overseeing the interest rate decisions made by the central bank: Interest rate policy is the responsibility of the
Bank of England, not credit unions. « Running and administering national pension programmes: National
pension schemes are run by government, not credit unions. ¢« Regulating conduct within wholesale financial
markets: Conduct in wholesale markets is regulated by the FCA, not credit unions. « Guaranteeing sovereign
bond repayments on behalf of the state: Guaranteeing government bonds is a state function, not one
performed by credit unions.

11. A — Bank of England

The Bank of England is tasked with supervising major payment systems such as CHAPS, safeguarding their
resilience and ensuring the smooth, stable flow of transactions across the UK economy. Why the other
options are incorrect: ¢ Financial Conduct Authority: The FCA focuses on the conduct of financial firms rather
than on the supervision of payment system infrastructure. « London Stock Exchange: The London Stock
Exchange operates as a trading venue and has no mandate over payment system oversight. « Competition
and Markets Authority: The CMA's remit is competition enforcement, which is separate from the supervision of
payment infrastructure.  International Monetary Fund: The IMF operates at an international level offering
financial assistance and advice, and does not directly supervise UK domestic payment systems.

12. A —To deliver emergency support measures that preserve public and market confidence

During severe crises like that of 2008, Governments step in through capital injections, guarantees, or even
temporary nationalisation to shore up confidence and prevent systemic collapse. Why the other options are
incorrect: « To determine the share prices of publicly listed companies: Share prices are a function of market
supply and demand and are not set by Government. « To underwrite returns on corporate bond holdings:
Corporate bond returns are not guaranteed by the Government; they depend on issuer creditworthiness and
market conditions.  To take over prudential supervision of firms directly: Prudential supervision of individual
firms is the PRA's responsibility, not a direct Government function. ¢ To take on the administration of
workplace pension schemes: Workplace pension schemes continue to be managed by their trustees and
providers even during a financial crisis.

13. A— By launching support programmes such as Help to Buy

The Government promotes home ownership through programmes such as Help to Buy and shared
ownership, broadening access to mortgage finance. Why the other options are incorrect: By fixing the
interest rates charged on mortgages: Mortgage interest rates are set by lenders and influenced by the Bank of
England base rate, not mandated by Government. « By guaranteeing that mortgage lenders turn a profit:
Lender profits are a commercial outcome; the Government does not guarantee them. ¢ By overseeing
individual lenders' day-to-day credit decisions: Credit assessment is performed by banks and credit reference
agencies, not by Government. « By enforcing the rules for stock exchange listings: Stock exchange listing
requirements are regulated by the FCA, which operates independently of the Government's housing policy.
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14. A — Combining contributions from multiple investors to build diversified investment portfolios
Collective investment schemes aggregate capital from many investors, constructing diversified portfolios that
spread risk and widen access to investment markets. Why the other options are incorrect: « Formulating fiscal
policy on behalf of national governments: Fiscal policy is the domain of HM Treasury, not collective
investment vehicles. ¢ Issuing state-backed guarantees for corporate borrowing: State guarantees for
corporate debt are provided by governments or insurers, not investment schemes. ¢ Setting and enforcing
conduct standards for financial advisers: The FCA, not collective schemes, is responsible for regulating
adviser conduct. « Monitoring and enforcing prudential capital ratios for banks: Prudential oversight of banks is
performed by the PRA, not collective investment schemes.

15. A — Adjustments to tax and public spending levels shape demand for financial products

Fiscal policy decisions — such as changes to tax rates and government spending — affect consumers'
disposable income and consequently the demand for financial products like mortgages, pensions, and
investments. Why the other options are incorrect: « By directly conducting prudential supervision of banks:
Prudential supervision is carried out by the PRA, not through fiscal policy. « By underwriting the returns on
private pensions: The government does not guarantee returns on private pensions. ¢ By determining the Bank
Rate: The Bank Rate is set by the Bank of England, not through fiscal measures. ¢ By enforcing international
accounting standards: Accounting standards are overseen by the IASB and FRC, not by fiscal policymakers.

16. A — Creates technical standards such as the IBAN format for use in financial systems

ISO develops internationally agreed technical standards—including the IBAN and ISO 20022 messaging
format—that enable financial systems worldwide to communicate and operate compatibly and efficiently. Why
the other options are incorrect: « Monitors the conduct and advice of financial advisors: Supervision of
financial advisors' conduct is a regulatory task handled by bodies such as the FCA, not ISO. ¢ Issues debt
instruments to international capital markets: Debt instruments are issued by governments and corporations,
not by a standards body like ISO. « Handles consumer grievances and complaints about financial firms:
Consumer complaints about financial firms are dealt with by services such as the Financial Ombudsman, not
ISO. « Controls UK monetary policy: UK monetary policy is the responsibility of the Bank of England, not ISO.

17. A— They enable companies to access long-term funding

Capital markets give companies and governments the means to raise long-term funding for projects and
infrastructure, driving innovation and economic expansion. Why the other options are incorrect: « They ensure
savers are compensated for losses: Saver compensation is the role of schemes such as the FSCS, not capital
markets. ¢ They impose and uphold consumer protection regulations: Consumer protection is enforced by
regulators such as the FCA, not capital markets. « They oversee and implement corporate tax policy:
Corporate taxation is administered by HMRC, not capital markets. « They control central bank reserve assets:
Central bank reserves are managed by the Bank of England, not capital markets.

18. A — They allow financial institutions to settle high-value transactions securely and efficiently
Systems like CHAPS underpin confidence in the financial system by enabling banks and other institutions to
transfer large sums with certainty and speed, ensuring that critical financial obligations are met reliably. Why
the other options are incorrect: « They regulate the professional conduct of financial advisers: Regulation of
adviser conduct is carried out by the FCA, not payment infrastructure. ¢ They facilitate the issuance of
company shares and equity: Equity issuance takes place through capital markets, not through payment
settlement systems. ¢ They implement fiscal policy on behalf of the government: Fiscal policy is the domain of
HM Treasury, not payment systems. ¢ They protect retail depositors when banks are unable to meet their
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obligations: Deposit protection for retail customers is provided by the FSCS, not by payment systems.

19. A — UK Debt Management Office

The DMO issues government gilts and manages the government's cash position, providing funding for public
expenditure while supporting broader fiscal stability. Why the other options are incorrect: ¢ Financial Conduct
Authority: The FCA oversees market and firm conduct but has no role in issuing government debt. ¢
Competition and Markets Authority: The CMA focuses on promoting competition, not on debt issuance. ¢
Financial Ombudsman Service: The FOS handles disputes between consumers and firms, not public debt
management. « Prudential Regulation Authority: The PRA regulates the prudential standing of firms, not the
issuance of government bonds.

20. A — By establishing the Financial Services Compensation Scheme in law

The Government established the FSCS, which protects consumers' deposits up to a set statutory limit, helping
maintain trust and stability in the banking system. Why the other options are incorrect: ¢ By ensuring unlimited
profitability for all banks: Bank profitability is driven by market performance, not guaranteed by the
Government. ¢ By prescribing lending criteria for every bank: Lending criteria are set by lenders within the
regulatory framework, not directly by the Government. « By overseeing individual household savings accounts
directly: Household savings accounts are managed by banks, not the Government. ¢ By providing annuity
products to retiring citizens: Annuities are products offered by insurance companies, not issued by the
Government.

21. A — Offering a venue where businesses can raise capital and investors can trade securities

Stock exchanges enable companies and governments to raise capital through new listings, and they provide a
secondary market where existing securities can be bought and sold, improving liquidity and helping to allocate
capital to its most productive uses. Why the other options are incorrect: « Enforcing consumer protection rules
on financial firms: Consumer protection regulation in financial services is the FCA's remit, not that of stock
exchanges. ¢ Determining the minimum interest rates that banks charge for loans: Commercial lending rates
are influenced by monetary policy and individual banks, not by stock exchanges. ¢ Controlling the
government's budget deficit: Managing fiscal deficits is HM Treasury's responsibility, not that of stock
exchanges. « Guaranteeing the safety of savers' deposits: Deposit guarantees are administered by the FSCS,
not by stock exchanges.

22. A — Maintain market integrity and transparency

In wholesale markets, the FCA's primary role is to uphold market integrity and transparency, deterring market
abuse and maintaining confidence among participants. Why the other options are incorrect: ¢ Issue UK
government bonds: UK government bonds are issued by the Debt Management Office, not the FCA. « Provide
liquidity to commercial banks: Providing liquidity to banks is a function of the Bank of England, not the FCA. ¢
Set monetary policy decisions: Monetary policy is determined by the Bank of England's Monetary Policy
Committee, not the FCA. ¢ Supervise corporate tax compliance: Corporate tax compliance is administered by
HMRC, which operates entirely outside the FCA's remit.

23. A — By enhancing market liquidity and deploying diverse investment approaches

Hedge funds employ a broad range of strategies—including short-selling, leverage, and arbitrage—which can
add liquidity and help correct mispricing in financial markets. Why the other options are incorrect: « By
underwriting pension income for individual households: Pension income guarantees are the responsibility of
governments or pension schemes, not hedge funds. ¢ By overseeing how securities dealers conduct their
business: The FCA, not hedge funds, is the body responsible for regulating securities dealers. ¢ By raising
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government finance through corporate bond issuance: Corporations issue their own bonds; governments
issue gilts through the DMO—not hedge funds. ¢ By applying legal protections for financial consumers:
Consumer protection law is enforced by regulatory authorities, not by hedge funds.

24. A — It determines tax policy that shapes how people save and invest

Tax policies — including ISA contribution allowances, pension tax relief, and stamp duty — allow the
Government to shape saving and investment behaviour across the financial sector. Why the other options are
incorrect: « It directly monitors trading conduct in financial markets: Supervision of market conduct is carried
out by the FCA, not through Government tax policy. ¢ It underwrites returns on ISA investments: The
Government does not underwrite or guarantee ISA investment returns. ¢ It manages capital and prudential
ratios for banks: Capital and prudential ratios for banks are set by the PRA, not through taxation. ¢ It sets the
level of compensation awarded in financial disputes: Compensation in financial disputes is determined by the
Financial Ombudsman Service, not tax policy.

25. A — Enacting laws that require companies to disclose and report financial information
Government legislation requires companies to disclose financial information, giving investors what they need
to make informed choices and supporting fair, well-functioning markets. Why the other options are incorrect: ¢
Determining the daily value of shares on stock exchanges: Share valuations are set by market forces of
supply and demand, not by Government. ¢ Offering personalised investment guidance directly to investors:
Regulated financial advisers provide investment advice; this is not a Government function. « Running the
international credit rating process: Credit ratings are produced by independent rating agencies, not
administered by the Government. ¢ Ensuring investors receive returns on all corporate bonds: Returns on
corporate bonds depend on market conditions and are not guaranteed by the Government.

26. A — To stop the financial system from being exploited for unlawful purposes

Legislation such as the Proceeds of Crime Act places obligations on financial firms to identify and report
suspicious activity, protecting the financial system from criminal misuse. Why the other options are incorrect: ¢
To underwrite returns for institutional investors: Investment returns are shaped by market conditions, not
guaranteed by the Government. « To establish and manage sovereign wealth funds: While some countries
operate sovereign wealth funds, the UK Government does not run one. ¢ To set household lending rates:
Household lending rates are set by individual lenders and influenced by the Bank of England, not by the
Government. ¢ To directly oversee corporate mergers and acquisitions: Corporate mergers are assessed by
competition authorities such as the CMA, not managed directly by Government ministers.

27. A — By funding early-stage businesses that carry significant risk but strong growth prospects
Venture capital provides equity funding to start-ups and early-stage companies, stimulating innovation, market
competition, and employment growth. Why the other options are incorrect: « By overseeing and policing
securities markets: Oversight of securities markets is the FCA's remit, not that of venture capital firms. ¢ By
underwriting pension entitlements for retired workers: Pension provision falls under state and private pension
schemes, not venture capital. ¢ By fixing the interest rates that commercial banks charge: Interest rates are
determined by central banks such as the Bank of England, not venture capital firms. ¢ By raising sovereign
debt on behalf of national governments: Sovereign debt issuance is the responsibility of the Debt
Management Office, not venture capital firms.

28. A — By offering tools for managing and spreading risk
Financial services provide instruments such as insurance, derivatives, and diversified portfolios that distribute
risk broadly and help sustain economic stability. Why the other options are incorrect: ¢ By establishing fiscal
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policy objectives: Fiscal policy objectives are set by governments, not the financial services sector. ¢ By
implementing and enforcing employment law: Employment legislation is enforced by government bodies, not
financial services firms. « By underwriting minimum pension entitlements: Minimum pension guarantees are a
function of state schemes, not financial services broadly. ¢« By negotiating and issuing international trade
accords: International trade agreements are a government responsibility, not that of financial services
providers.

29. A — Supporting homeownership and contributing to capital accumulation

Mortgage lending allows individuals to buy homes, boosting the construction sector and related industries
while helping households build long-term wealth. Why the other options are incorrect: « Overseeing the
prudential regulation of banking institutions: Prudential supervision of banks is conducted by the PRA, not by
mortgage lenders. ¢ Supervising the regulation of securities exchanges: Regulating securities markets is the
FCA's remit, not that of mortgage lenders. « Administering a nation's foreign exchange reserves: Foreign
currency reserves are managed by the Bank of England, not mortgage lenders. « Handling the issuance of
short-dated government debt: Government debt issuance is managed by the DMO, not mortgage lenders.

30. A — They hold client assets securely and oversee accurate transaction settlement

Custodians hold and administer client securities on their behalf, ensuring assets are kept safe and that trades
settle correctly, thereby reinforcing confidence in financial markets. Why the other options are incorrect: ¢
They underwrite deposit protection guarantees for account holders: Deposit protection is the responsibility of
the FSCS, not custody firms. ¢ They establish internationally recognised accounting frameworks: Accounting
standards are developed by the IASB, an independent body unrelated to custodians. ¢ They collect and
manage corporate tax on behalf of businesses: Corporate tax administration falls under HMRC, not
custodians. ¢ They publish monetary policy communications for central banks: Monetary policy reports are
produced by central banks, not custodians.
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