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1 CeMAP 1 Multiple 
Choice Tests 

CeMAP 1 Unit 1 – 
1A Test 

This 30-question test covers the first half of the Unit 1 of 
CeMAP 1. If you want to mirror the actual exam, you’ll 
want to take no longer than 36 minutes. 

The examination board’s tax sheet is on the next page and 
the answers appear after the test. 

Good luck. 
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1 Banks and building societies perform an important 
economic function by 

 A using short-term deposits to fund long-term loans. 

 B using long-term deposits to fund short-term loans. 

 C collecting tax from savings. 

 D raising public awareness of financial issues. 

 

2 Which body is responsible for setting UK base rates? 

 A The Bank of England 

 B The European Central Bank. 

 C The International Monetary Fund 

 D The Treasury Select Committee. 

 

3 A taxpayer would always receive a real rate of return 
on a deposit account when the 

 A interest after tax is less than inflation. 

 B interest after tax is greater than inflation. 

 C gross interest is less than inflation. 

 D gross interest is greater than inflation. 

 

4 Within an investment portfolio, some capital would 
be kept on deposit to provide 

 A a hedge against inflation. 

 B a readily accessible source of money. 

 C for long-term growth. 

 D the capital to pay any Capital Gains Tax liability. 
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5 What is a gilt? 

 A An equity-based investment guaranteed by the 
Government. 

 B An investment in the Bank of England 

 C An investment in the form of a loan to the 
Government. 

 D An investment in the form of a loan to a local 
authority. 

 

6 Which of the four main asset classes has the greatest 
element of risk, but potentially provides the highest 
returns over the medium to long term? 

 A Commercial property. 

 B Deposits. 

 C Equities. 

 D Gilts. 

 

7 What is the main reason for investing in equities? 

 A There is a guaranteed increase in income levels. 

 B There is a potential for long-term growth. 

 C There is no liability to tax. 

 D To provide short-term security. 

 

8 Which asset class offers the highest level of 
liquidity? 

 A Blue chip equities. 

 B Building society deposits. 

 C Commercial property. 

 D Corporate bonds. 
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9 Individual investors wishing to invest in commercial 
property will usually do so by investing in 

 A collective funds. 

 B direct property purchase. 

 C property derivatives. 

 D the Land Registry House Price Index. 

 

10 Equities held within an ISA are fully exempt from 
which tax(es)? 

 A Corporation Tax. 

 B Income Tax only. 

 C Capital Gains Tax only. 

 D Income Tax and Capital Gains Tax. 

 

11 Warrants are a form of derivative based on which 
type of asset? 

 A Deposit accounts. 

 B Gilts. 

 C Equities. 

 D Property. 

 

12 Each payment under a standard repayment mortgage 
loan consists of 

 A amounts of capital and interest which vary 
throughout the mortgage term. 

 B interest only, with the capital repayment being 
paid separately at the end of the mortgage term. 

 C amounts of capital and interest which are fixed 
throughout the mortgage term. 

 D capital only, with the interest due being paid 
separately at the end of the mortgage term. 
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13 What is likely to be the highest financial planning 
priority of parents with young children?  

 A Life assurance cover.  

 B Long-term savings planning.  

 C Provision for school fees.  

 D Retirement planning.   

 

14 A young, self-employed person is concerned about 
loss of earnings in the event of being unable to work 
due to long-term illness. Which type of policy would 
meet this need? 

 A A critical illness policy. 

 B A family income benefit policy. 

 C An income protection insurance (IPI) policy. 

 D A personal accident and sickness policy. 

 

15 What would normally be the reason for a self-
employed person to consider starting a private 
medical insurance policy (PMI)? 

 A Any State benefits to which he may be entitled 
would be means-tested 

 B He would be unable to claim Employment and 
Support Allowance. 

 C The amount of Statutory Sick Pay he receives 
may not fully compensate him for loss of 
earnings. 

 D Treatment would be provided more quickly, 
thereby minimising time spent off work. 
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16 Why is it important to stress to a first-time buyer that 
his mortgage loan will be secured against his main 
residence? 

 A Gains on the property are only exempt from 
Capital Gains Tax if the mortgage is secured 
against the property. 

 B The purchase is only exempt from Stamp Duty 
Land Tax when the loan is secured against the 
property. 

 C If he fails to maintain the mortgage loan 
repayments, he could lose his home. 

 D If he fails to maintain the mortgage loan 
repayments, he will be unable to declare himself 
bankrupt. 

 

17 Which type of policy is usually most appropriate to 
fund a future Inheritance Tax liability on an estate? 

 A An endowment policy. 

 B A family income benefit policy. 

 C An increasing term assurance policy. 

 D A whole of life policy. 

 

18 The contribution limit for an ISA is based over 
which period? 

 A 1 April to 31 March. 

 B 6 April to 5 April. 

 C 1 January to 31 December. 

 D 31 January to 31 July. 

 


