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The Test 1 (morning session) of the Chartered Financial Ana-

lyst® Level I Mock Exam has 120 questions. To best simulate

the exam day experience, candidates are advised to allocate

an average of 1. 5 minutes per question for a total of 180

minutes (3 hours) for this session of the exam.

Questions Topic Percent Minutes
1-18 Ethical and Professional Standards 15.00 27
19 -32 Quantitative Methods 11.67 21
33 -44 Economics 10. 00 18
45 -68 Financial Statement Analysis 20. 00 36
69 -78 Corporate Finance 8.33 15
79 =90 Equity Investments 10. 00 18
91 -96 Derivative Investments 5.00 9

97 -100 Alternative Investments 3.33 6
101 -114 Fixed Income Investments 11.67 21
115 -120 Portfolio Management 5.00 9

Total 100. 00 180




Test 1
CFA® Level | Mock Exam Questions and Guideline Answers( Morning Session)

QUESTIONS 1 THROUGH 18 RELATE TO ETHICAL AND PRO-
FESSIONAL STANDARDS AND ARE ALLOCATED 27 MINUTES.

1. Bob Wade, CFA, is the chief investment officer of his state’s retirement fund in
Smith Capital. One day, Wade receives a non-cash gift from Michael Papis who
is a client of Wade. According to the Standards of Professional Conduct relating to
independence and objectivity, which of the following statements is most accurate?
Wade must:

A. decline the gift from Papis.
B. disclose the gift to Smith Capital.
C. disclose the gift to both Smith Capital and other clients of Wade.

2. Which of the following is not a recommended procedure for compliance with the

Standards of Professional Conduct relating to material nonpublic information?

A. Conduct appropriate interdepartmental communications.
B. Establish Proprietary trading procedures.

C. Avoid public dissemination of material nonpublic information.

3. To comply to the Standards of Professional Conduct relating to preservation of
confidentiality, a member must keep former clients information confidential un-

less the information :

A. is part of a professional conduct investigation by CFA Institute Designed Of-
ficer.

B. is related only to personal data, such as name and email address.

C. concerns a client’s illegal activities, while applicable law still requires to

maintain confidentiality.

4. Marguerite Warrenski, CFA, was a quantitative analyst in McDermott Invest-
ments. Warrenski dominated to develop several stock valuation models in Mc-
Dermott Investments. Warrenski recently left McDermott Investments and then
joined Chandler Investments, a competitor of McDermott Investments. At

Chandler Investments, Warrenski employs skills and experiences she learned at
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McDermott Investments to develop a number of new stock valuation models,

some of which are similar to those Warrenski developed at McDermott Invest-

ments. Has Warrenski most likely violated the Standards of Professional Conduct?

A. No.
B. Yes, relating to loyalty to employer.

C. Yes, relating to record retention.

5.  Alex Burl is an investment advisor at Helpful Investments, a local investment ad-
visory firm. Helpful Investments requires its employees to invest in the same
stocks which Helpful Investments recommends to its clients. Helpful Investments
also has established strict procedures determining when trades can be executed in
its employees’ own portfolios to avoid any conflict of interests with its clients.
This procedure is most likely in place to help Burl avoid violations of the Stand-

ards of Professional Conduct relating to:

A. only material non-public information.
B. only priority of transactions.

C. both independence and material non-public information.

6. Jessica Walters, CFA, is a portfolio manager and manages portfolios of a number
of high-net-worth retail and institutional clients. Walters receives an allocation of
oversubscribed initial public offering of a highly-speculative and risky firm manu-
facturing pharmaceutical. Walters allocates the stock on a pro rata basis to only
those clients who are suitable for the stock according to their investment policy

statements. Walters most likely violated the Standards of Professional Conduct?

A. No.
B. Yes,relating to fair dealing.

C. Yes,relating to suitability.

7.  Which of the following references violates the Standards of Professional Conduct
relating to reference to CFA Institute, the CFA Designation and the CFA Pro-

gram?



Test 1
CFA® Level | Mock Exam Questions and Guideline Answers( Morning Session)

A. CFA, Level II.
B. CFA, 2011, CFA Institute.
C. Level I candidate in the CFA program.

8. Caleb Smith, CFA, is an investment advisor and manages the portfolios of several
high-net-worth individuals. To comply with the Standards of Professional Conduct
relating to suitability, at the inception of the client relationship, Smith must .

A. gather client information including the client’s financial circumstances, personal
data that are relevant to investment decisions, attitudes towards risk, and

objectives in investing.

&

invest in a manner consistent with the stated mandate.
C. consider the possibilities of rapidly changing investment environments and

their likely impact on a client’s holdings.

9. The CFA Institute Professional Conduct Program is covered by the CFA Institute
Bylaws and the Rules of Procedure for Proceedings related to Professional Con-

duct Program. The program is based on the principles of fair process to the:

A. member’s clients and confidentiality of sanctions.
B. member and confidentiality of sanctions.

C. member and confidentiality of proceedings.

10. The Standards of Professional Conduct relating to market manipulation prohibits

members from .

A. securing a controlling, dominant position in a financial instrument to ex-
ploit and manipulate the price of a related derivative and/or the underlying
asset.

B. undertaking transactions on legitimate strategies based on perceived market
inefficiencies.

C. both securing a controlling, dominant position in a financial instrument to
exploit and manipulate the price of a related derivative and/or the underly-
ing asset and undertaking transactions on legitimate strategies based on per-

ceived market inefficiencies.
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11.

12.

13.

14.

Vida Knauss, CFA, manages the portfolios of a number of high-net-worth indi-
viduals. Which of the following most likely violates the Standards of Professional
Conduct relating to suitability when:

A. Knauss evaluates the investment in the context of the individual character-
istics of the investment alone.

B. Knauss evaluates whether the investment is suitable for the client’s invest-
ment policy statement.

C. Knauss evaluates the investment in the context of the client’s total portfolio

of investments.

Samuel Peter, CFA, manages investment portfolios for high-net-worth individuals.
Peter differentiates client service levels by portfolio size and management fee, and
he trades more actively in his largest portfolios to make sure that those clients who
pay the most management fees get priority and better performance. He fully discloses
this arrangement to all of his clients. Has Peter most likely violated the Standards of
Professional Conduct?

A. No.
B. Yes, relating to fair dealing.

C. Yes, relating to communication with clients and prospective clients.

Matthew Murphy, CFA, is an analyst at Divisadero Securities & Co. . If Murphy
lives and works in a country where applicable laws differ from the requirement of
the Code of Ethics and Standards of Professional Conduct, ;

A. Murphy must comply to the applicable local law of the country.

B. Murphy must comply to the Code of Ethics and Standards of Professional
Conduct.

C. Murphy must comply to the stricter of the applicable local law of the coun-
try or the Code of Ethics and Standards of Professional Conduct.

Louis Perkowski, CFA, is an investment advisor for institutional clients in
Sarkozi Securities. To comply with the Standards of Professional Conduct relat-

ing to diligence and reasonable basis, when selecting external advisors,



