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Introduction 

 
The FRM Exam is a practice-oriented examination. Its questions are derived from a 

combination of theory, as set forth in the core readings, and “real-world” work experience. 

Candidates are expected to understand risk management concepts and approaches and 

how they would apply to a risk manager’s day-to-day activities. 

 
The FRM Exam is also a comprehensive examination, testing a risk professional on a number 

of risk management concepts and approaches. It is very rare that a risk manager will be faced 

with an issue that can immediately be slotted into one category. In the real world, a risk 

manager must be able to identify any number of risk-related issues and be able to deal with 

them effectively. 

 
The 2024 FRM Part II Practice Exam #1 and #2 have been developed to aid candidates in 

their preparation for the FRM Exam in May and November 2024. These Practice Exams are 

based on a sample of questions from prior FRM Exams and are suggestive of the questions 

that will be on the 2024 FRM Part II Exam. 

 
The 2024 FRM Part II Practice Exam #1 contains 80 multiple-choice questions, the same 

number of questions that the actual 2024 FRM Exam Part II will contain. As such, this 

Practice Exam was designed to allow candidates to calibrate their preparedness both in 

terms of material and time. 

 
The 2024 FRM Practice Exams do not necessarily cover all topics to be tested in the 2024 

FRM Exam as any test samples from the universe of testable possible knowledge points. 

However, the questions selected for inclusion in the Practice Exams were chosen to be 

broadly reflective of the material assigned for 2024 as well as to represent the style of 

question that the FRM Committee considers appropriate based on assigned material.  

 
For a complete list of current topics, core readings, and key learning objectives, 

candidates should refer to the 2024 FRM Exam Study Guide and 2024 FRM Learning 

Objectives. 

 
Core readings were selected by the FRM Committee to assist candidates in their review of 

the subjects covered by the Exam. Questions for the FRM Exam are derived from the core 

readings. It is strongly suggested that candidates study these readings in depth prior to 

sitting for the Exam. 
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Suggested Use of Practice Exams: 

 
To maximize the effectiveness of the practice exams, candidates are encouraged to follow 

these recommendations: 

 
1. Plan a date and time to take the practice exam. 

• Set dates appropriately to give sufficient study/review time for the practice 

exam prior to the actual exam. 

 

2. Simulate the test environment as closely as possible. 

• Take the practice exam in a quiet place. 

• Have only the practice exam, candidate answer sheet, calculator, and writing 

instruments (pencils, erasers) available. 

• Minimize possible distractions from other people, cell phones, televisions, etc.; 

put away any study material before beginning the practice exam. 

• Allocate 4 hours to complete FRM Part I Practice Exam and 4 hours to complete 

FRM Part II Practice Exam and keep track of your time. The actual FRM Exam Part I 

and FRM Exam Part II are 4 hours each. 

• Complete the entire exam and answer all questions. Points are awarded for correct 

answers. There is no penalty on the FRM Exam for an incorrect answer. 

• Follow the FRM calculator policy. Candidates are only allowed to bring certain types 

of calculators into the exam room. The only calculators authorized for use on the 

FRM Exam in 2024 are listed below; there will be no exceptions to this policy. You 

will not be allowed into the exam room with a personal calculator other  than the 

following: Texas Instruments BA II Plus (including the BA II Plus Professional), 

Hewlett Packard 12C (including the HP 12C Platinum and the Anniversary Edition), 

Hewlett Packard 10B II, Hewlett Packard 10B II+ and Hewlett Packard 20B. 

 

3. After completing the FRM Practice Exams 

• Calculate your score by comparing your answer sheet with the practice exam answer 
key. 

• Use the practice exam Answers and Explanations to better understand the correct 

and incorrect answers and to identify topics that require additional review. Consult 

referenced core readings to prepare for the exam. 

• Remember: pass/fail status for the actual exam is based on the distribution of 

scores from all candidates, so use your scores only to gauge your own progress 

and level of preparedness. 
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Special Instructions and Definitions 

1. Unless otherwise indicated, interest rates are continuously-compounded annual rates. 

2. Unless otherwise indicated, option contracts are assumed to be on one unit of the underlying asset. 

3. ALCO = asset-liability committee 

4. bp(s) = basis point(s) 

5. CAPM = capital asset pricing model 

6. CCP = central counterparty or central clearing counterparty 

7. CD = certificate of deposit 

8. CDO = collateralized debt obligation(s) 

9. CDS = credit default swap(s) 

10. CEO, CFO, CIO, CRO, and CTO: chief executive, financial, investment, risk, and technology officers, 

respectively 

11. CVA = credit value adjustment 

12. ERM = enterprise risk management 

13. ES = expected shortfall 

14. ETF = exchange-traded fund 

15. EWMA = exponentially weighted moving average 

16. GARCH = generalized auto-regressive conditional heteroskedasticity 

17. GDP = gross domestic product 

18. IT = information technology 

19. LIBOR = London interbank offered rate 

20. MBS = mortgage-backed-security(securities) 

21. NAV = net asset value 

22. OECD = Organization for economic cooperation and development 

23. OIS = overnight indexed swap 

24. OTC = over-the-counter 

25. RAROC = risk-adjusted return on capital 

26. SOFR = secured overnight financing rate 

27. VaR = value-at-risk 

28. SPV = special purpose vehicle 
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29. The following acronyms are used for selected currencies: 

 

Acronym Currency  Acronym Currency 

AUD Australian dollar GBP British pound sterling 

BRL Brazilian real HKD Hong Kong dollar 

CAD Canadian dollar INR  Indian rupee 

CHF Swiss franc JPY Japanese yen 

CNY Chinese yuan SGD Singapore dollar 

EUR euro USD US dollar 
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2024 FRM Part II Practice Exam #1 – Candidate Answer Sheet 
 

1.  21.  41.  61.  

2.  22.  42.  62.  

3.  23.  43.  63.  

4.  24.  44.  64.  

5.  25.  45.  65.  

6.  26.  46.  66.  

7.  27.  47.  67.  

8.  28.  48.  68.  

9.  29.  49.  69.  

10.  30.  50.  70.  

11.  31.  51.  71.  

12.  32.  52.  72.  

13.  33.  53.  73.  

14.  34.  54.  74.  

15.  35.  55.  75.  

16.  36.  56.  76.  

17.  37.  57.  77.  

18.  38.  58.  78.  

19.  39.  59.  79.  

20.  40.  60.  80.  
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1. Question A risk consultant has been tasked with assessing a small bank’s liquidity risk profile. 
While reviewing a presentation produced by the bank, the consultant comes across 
a list of early warning indicators used to signal potentially heightened liquidity risk. 
Which of the following trends should the consultant consider as the strongest 
warning signal for potential liquidity risk at the bank? 

 A Decrease in stock price of the bank’s peers but not in the stock price of the bank 
itself. 

 B Increase in credit lines received from other financial institutions. 

 C Widening spreads on the bank’s issued debt and credit default swap. 

 D Significant asset growth funded by an increase in stable liabilities. 

 

2. Question A risk manager is estimating the market risk of a portfolio using both the arithmetic 
returns with normal distribution assumptions and the geometric returns with 
lognormal distribution assumptions. The manager gathers the following data on the 
portfolio: 
 

• Annualized average of arithmetic returns: 16% 

• Annualized standard deviation of arithmetic returns: 27% 

• Annualized average of geometric returns: 13% 

• Annualized standard deviation of geometric returns: 29% 

• Current portfolio value: EUR 5,200,000 

• Trading days in a year: 252  
 
Assuming both daily arithmetic returns and daily geometric returns are serially 
independent, which of the following statements is correct? 

 A The 1-day normal 95% VaR is equal to 1.63% and the 1-day lognormal 95% VaR is 
equal to 1.76%. 

 B The 1-day normal 95% VaR is equal to 2.69% and the 1-day lognormal 95% VaR is 
equal to 2.88%. 

 C The 1-day normal 95% VaR is equal to 2.74% and the 1-day lognormal 95% VaR is 
equal to 2.92%. 

 D The 1-day normal 95% VaR is equal to 3.26% and the 1-day lognormal 95% VaR is 
equal to 3.48%. 
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