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PART A: Vocabulary

Directions: Choose the number of the answer (1), (2), (3), or (4) that best completes
the sentence. Then mark the correct choice on your answer sheet.

1-  What is the formula for ———— pounds into kilos?
1) compiling 2) converting 3) associating 4) agsembling
2-  The government tried to —------- the book because of the information. it contained about the
security services. :
1) pursue 2) sanction 3) suppress 4) undertake
3-  The study -~ to show an increase in the incidence of breast cancer.
1) purports 2) contends 3) sustains 4) implements
4-  The research indicates that 4 out of 10 passengers ———- — the law by not wearing their belts.
1) flout 2) submit 3) revenge 4) eliminate
5-  You must be able to make all ~———mumx - plans in the event of enemy attacks.
1) restraint 2) anticipation 3) consequence 4) contingency
6- In the eyes of the law, these two offences are - each other. '
1) on the verge of 2) on a par with 3) in view of 4) in the course of
7-  In a number of developing countries, war has been an additional —- to progress.
1) mediation 2) supplement 3) impediment 4) retardation
8- The company is reported to have ---——-—-— of nearly § 90,000.
1) ledgers 2) equations 3) insertions 4) liabilities
9-  The effect of using so many harmful chemicals on the land could be considerable.
1) distorted 2) cumulative 3) diminishing 4) compensatory
10- They have saved up a lot of money, so they can -———- afford to buy a bigger apartment.
1) equivocally 2) accessibly | . 3)analogously 4) presumably
e T T e e e e |
PART B: Grammar

Directions: Read the following passage and decide which choice (1), (2), (3), or (4)

best fits each blank. Then mark the correct choice on your answer sheet.

The body needs many different nutrients. These are various substances (11) ——----—-- provide
energy and the materials for growth, body-building, and body maintenance. Every day millions of
cells in the body die and must be replaced by new ones.

(12) - <~ foods contain all nutrients. So it is not just the quantity of food eaten that is
important, but also the variety. People who have enough (13) --=---—-—- to them may still become ill
because they are eating too much of one kind of food and not enough (14) --——-——- .

To' stay healthy, we need to eat a balanced diet. This means a diet containing the right
proportions of the main nutrients. Many foods (15) ----—----- of these basic nutrients. A balanced
diet also contains enough energy (in the form of food) to power the chemical reactions of living

11- 1) necessary.do 2) of necessity so as 3) to be necessary to  4) being necessity so as
12- 1) Not all 2) Not each 3) Meither do all 4) Neither each

13- 1) available food 2) food available 3 availability food 4) food availability

14- 1) others 2)another 3) of another 4) of other

15- 1) have mixture 2) have mixing 3) are a mixture 4) are mixing
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Part C. Readmg Com prehensmn h]

Directions: Read the following three passages and choose the best choice (1), (20,43} or (4). Then
| mark it on your answer sheet.

PASSAGE 1:

= =

The D-E“:ﬂ Board Council represents the non-contract employees n:'.-f Delta Air Lines to
executive management and the Board of Directors.

The DBC was formed in 1996 and is currently comprised by one representative from
each of Delta's major employee operating units: Airport Customer Service, Inflight
Service, Management and Administrative employees, Reservation Sales, and
Technical Operations. The DBC is tasked with holding emplayee meetings at every
level below corporate director to gauge feedback and disseminate information. It then
meets with the company's officer corp and Board of Directors, usually in private’
session, to present the gathered feedback thusallowing a clear line of communication
"from the break room to the Board room."” In unprecedented fashion at a non-union
carrier, on a rotating basis, one DBC member is allowed access to all Board meetings
and has historically presented information on topics of interest to the Board.
Moreover, the DBC member in the Board Room attends the Audit Committee
functions of the Board. While the DBC works usually behind the scenes with Delta's
leadership and the Board, it played a critical and visible role in Delta's rejection of US

Airways' hostile takeover attempt initiated by CEO Doug Parker on November 15th,
2006.

16- If the author is right, then the DBC -——ns,

1) informs the Board of Directors of the opinions of the non-contract employees of Delta Air Lines
2} acts or speaks officially for the.executive managers of Delta Air Lines and defend their interests
3) is allowed 10 act as an executive manager or as a member of the Board of Directors in Delta Air Lines

4) 1s involved in holding employee meetings at all levels above corporate director to solve the
problems that employees encounter

17-  According to the passage, Delta Board Couneil -
1) was founded in 1996
2) was established by executive managers in 1996
3) includes one representative from each of Delta boards of directors
4} consists of one representative from each of Delta customer services
18- If what the author says is true, then the DBC holds employee meetings {0 -—-----m ;
1) disseminate feedback among the members
2) spread information.among the members
3) make a judgement on executive management
4) present the gathered feedback to the Board of Directors
19-  One DBC member is allowed access to all Board meetings ——-—-- a
1) on every occasion 2) on a regular basis
3)in anextraordinary way 4) in a typical manner
20- The author finally states that the DBC acts usually behind the scenes ——--—---—- .
1) and.is in harmony with Delta’s leadership
2} although it §s in harmony with the Board of Directors
3) andtypically disagrees with Delta’s leadership and the board
4) which resulted in Della’s rejection of US Airway’s hostilefakeaverattempi
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PASSAGE 2:

Within hours of the bid, the Board Couneil began working on a counterattack and its
members were credited with coining the "Keep Delta My Delta!™ slogan that quickly
permeated the entire airline via buttons, wrist bands, lanyards, pens, and window
clings. That tag line was also adopted by Delta in the creation of the Website
keepdeltamydelta.org that presented a wide array of arguments in opposition to
Airways' proposal.

On Movember 17th, 2006, two days after US Airways announced its intention to buy
Delta Air Lines, the Board Council published an open letter to all Delta employees
first unveiling the Keep Delta My Delta! theme. The eruption of support for Keep
Delta My Delta! soon migrated to loyal customers who added the aforementioned
memo to such Websites as flyertalk.com and themselves began requesting Keep Delta
My Delta! items. On December 13th, 2006, the DBC and Delta pilot representatives
organized a Keep Delta My Delta! rally at the Georgia International Convention
Center. Estimates suggest the crowd was between 3,000 and. 4,500 employees,

retirees, and community supporters. Among the speakers were Georgia state and local
politicians, Delta pilots, and the Delta Board Couneil. :

What does “the bid” in the first line refer to if the above passage is the continuation of the
first one?

1) DBC’s critical and visible role

2) an cffort to do or obtain something

3} an offer to do work or provide a service for a particular price

4) US Airways™ hostile takeover attempt

The DBC’s member ----——-—-- the “Keep Delta My Delta!™ slogan that quickly permeated the
entire airline,

1) were no longer praised due to inventing

2} got the approval with inventing

3) were approved by the people who chanted

4) got the praise with the members of the Board wha€hanted

If what the author says is true, then Delta Airway’s proposal.
1} introduced a wide range of discussions to defend

2) presented a wide array of arguments in defénse of

3) introduced a wide range of discussion to take a stand against

4) presented a wide array of arguments to take an impartial stand on

The Board Council issued a letter to all Delta employees and -—---- -~ the Kecp Delta My Delta
theme.

1) concealed 2) disclosed 3) holed up 4} withheld

According to the passage, the DBC and Delta pilot representatives organized a Keep Delta My
Delta! ------ — at the Georgia International Convention Center on December 13th, 2006.

1) conference 2 ) improvement 3) resurgence 4) gathering
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PASSAGE 3:

Although a sense of direction is important, it can also stifle creativity, especially if it
is rigidly enforced. In an uncertain and ambiguous world, fluidity can be more
important than a finely tuned strategic compass, When a strategy _becomes
internalized into a corporate culture, it can lead to group think. It can also cause an
organization to define itself too narrowly. An example of this is marketing myopia.

Many theories of strategic management tend to undergo only brief periods of
popularity. A summary of these theories thus inevitably exhibits survivorship bias
(itself an area of research in strategic management). Many. theories tend either to be
too narrow in focus to build a complete corporate strategy on, or too general and
abstract to be applicable to specific situations. Populism or faddishness can have an
impact on a particular theory's life cycle and may see application in inappropriate
circumstances. See business philosophies and popular management theories for a
more critical view of management theories.

In 2000, Gary Hamel coined the term strategic convergence to explain the limited
scope of the strategies being used by rivals in greatly differing circumstances.

What would the possible topic be for the above passage?

1) Example of Marketing Myopia 2) Area of Research in Strategy

3) Limitations of Strategic Management 4} Survivorship Bias in Management
According to the passage, even though a sense of direction is important, it -——------- .
1) may suppress creativity 2) may foster ingenuity

3) can strengthen creativity 4) can distinguish ingenuity

When a strategy --------- - a corporate enlture, it can lead to group think.

1) imposes itself on 2) undergoss popularity in

1) causes an organization (o define 4} becomes an unalienable part of
Many theories of strategic management are -———— according to the author.

1) too general to be applicable to specifie situations

2) too narrow in focus to build a complete corporate strategy on

3) too restricted in {oeus or too abstract to be suitable for particular situations

4) both too restricted in focus and too abstract to be suitable for particular situations

The author finally wants to state that the term strategic convergenge -----=---- ;

I} coined by Gary Hamelbwas used by rivals in greatly differing circumstances

2) was inyvented by'Gary Hamel in 2000 to define the narrow scope of certain strategies

3) coined by Gary Hamel was employed to explain the infinite scope of certain strategies

4) was employed by Gary Hamel in 2006 to show the impact of populism or faddishness on a
particular theory’s life cycle
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Section I: Structure and written Expression

PART A:

Directions: Questions 1-20 are incomplete sentences. Beneath each sentence you
will see four words or phrases, marked (1), (2), (3) and (4). Choose the word or

phrase that best completes the sentence. Then mark the correct choice on your
answer sheet,

In most systems of the conflict of laws, questions concerning the personal and proprietary

relationships between members of a family -—-—-—— as a general rule by the personal law.

1} were governing 2) was govemning 3) is governed 4) are governed
Domicile is easier to illustrate than it is to define. The root idea ——-—-—-— the concept is
home, the permanent home.

1) underlying 2) underlay 3) underlies 4) underlie

The concept of contract is ——-——-—- arising from veluntary agreement or promises made by

persons to each other.
1) legal obligatory 2) of a legal obligation, 3) legally'obligation  4) of legal obligatory

A promise by an offeror to keep an offer open for a specified time is —-——--— upon the
offeror unless he has been furnished consideration for so doing.

1) ordinarily not bound 2) ordinary not bound

3) ordinarily not binding 4) ordinary not binding

It seems that contracts ——-——-mm- by an infant for necessaries are treated differently.

1) entered 2) entered into 3) entering into 4) be entered

The definiteness required is ———-—— that when the offer is combined with the acceptance, it
will be possible to determine the nature and extent of the obligations.

1) so specificicality  2) so specificity 3) such specificity 4% such specific

Learning is time-consuming,
practice, and discussion with others.

proper experience through extensive reading,

1) need 2) needing 3) is needed 4) being needed

One requirement of an offer is that it ——-———--- with the intention of creating a legal
obligation.

1) make 2) makes 3) be made 4) being made

An offer must be made with the intention of creating a legally binding obligation, or be made
in such a manner that a reasonable person ~————.

1) construe so 2) be so construed 3) be construed so 4) would so construe it
When the expression of the parties is by word and language, - , the contract is
referred to as express.

1) either oral or written 2) oral either written

3) orally either writtenly 4) either orally or writtenly

The absence of one or more of the essential elements may result in an agreement that is null
~meeee—ee—e= @ny contractual relationship is concerned.

1) since 2) because 3} although 4) insofar as

The enormous size of the English vocabulary also has its disadvantages, -—---—--- -~ We are
reminded each time we have to use a dictionary to look up a word we don’t know. :

1) as 2) thus 3) despite 4) even though

Reading for a close understanding can come about as a result of ——————- assignments,
after-lecture reading or -----—--—- for examinations.

1} study — study 2) study — studying 3) studying — study 4) studying — studying
Moreover, -———-—-— we might suspect that certain questions will appear in the
éxamination we are never guite sure,

1) since 2) in case 3) because 4) although

Rather than to describe what we are doing when we read, we say we are inferring.
1) using to guess 2) use to guess 2) use guessing 4) using guessing
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The writer or speaker makes remarks or arguments —————— - what the real meaning of
what he/she writes or says is.

1) from that you infer 2} from whichyowinfer

3) that you infer from it 4) which you infer from it

A Key at the bottom of each page of a dictionary shows ———-———-— the pronunciation symbols.
1) you how to interpret 2) how one interprets

3) how man interprets 4) how you should interpret

Words have connotative meanings which are suggested by the images, ideas, and emotions
1) with which we associate 2) that we associate with

3) that we associate with them 4) which we associate with it

All entries in dictionaries are arranged alphabetically or acmt‘dmg to their spelling. This

makes it easy ———--mamae the word we want,

1) for us to find 2) for us finding 3) that we may find" 4) that we could find
The essential reading list is the one ——-- the material that he uses in class, often the text book.
1) the tutor has extracted from which 2) the tutor has extracted from that

3) from that the tutor has extracted 4) from which the tutor has extracted

PART B:

Directions: Questions 21-35 have four underlined words or phrases. Identify the
one underlined word or phrase that must be changed in order for the sentence to
be correct. Then mark your choice on your answer sheet.

Sleeping pills generally lose their effectivity by the end of the first month in their normal
dosage. In the end, they ar:tluall}r prove n%ure harmful than beneficial.

There was u:ce a king who had three daughters, all lovely mai:ens, but the youngest, Psyche,
excelled her sisters so great that beside them she SEEII'I'E:Z] a very goddess consorting with mere
murztalss. ’ !

Suppose, for example, that you had awakened this morning unable remembering any thing-all

your other faculties working properly, hult memory entirely gone. ’

You will probably face :ith choosing a pattern from a caLlugue, and one of the difficulties is

choosing the design nlm‘l fabric that will be adagtlbzle to your figure. ’

Too often &;@ influenced by a pretty piciur: in the catalogue, and when you mak; up the
2

pattern for yourself, you are disappointed.
4

A lively discussion about how fears could be conguered was followed by the decision to help

1 2 3
our classroommightmare conguers its fears.
4
Nearly one third of our lives is spent sleeping. Yet only within the last four decades
1 2
scientists have begun seriously to study what goes on when we sleep.
3 4
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We know that a complicated web of chemical interactions occur while we sleep. The brain,
rather than shuiting itself off, registers a whole series of ¢Ie:tmlchemlca] changes.

The magic numlljer of eighs hours a night is La_i_r_l_v,_qarhilrary, although most doetors recognize
that anywhere from six to eight hours is a hEH"}]}? sleep period. b

On a sprli?‘ng morning in 399 B.C,, g_I_EE:E crowd gathered at a palace in Athens, Greece, where
a trial is taking plane,l ’ ’

An a:;~|+ﬂ:=’l white-beard man of 70 who had been accused by three men of lack of respect for the
city gods, ﬁ before the judges. ’ ’

At the same :ime that Socrates lived, there were in Greece a group of men called Sophists wTI:lu
had organized man;r schools in Athens. :

Hﬂe:hy pass surgery, Stephen’s surgeon told him that he couid not %t:r an organized
cardia-rehabilitation prﬂgra:n until he is able to walk a rrfile.

For many people, a vigorous walking l::'ngrnm nsing powerful, synchronized arm strokes can
help achieve a more shaulel}f body. .

The de__niigi of }‘ﬂllr‘:]ﬂl'lﬁ depends on how much youn exercised and what you ate as a child
and :,rnulng adult. The densest your bones at the growing agzt:. the P%ns vour risk of developing
osteoporosis. :

Section 1I: Vocabulary

Directions: In questions 36-60, each sentence has an underlined word. Below
each sentence are four words, marked (1), (2), (3) and (4). Choose the word that
best keeps the meaning of the original sentence. Then mark the correct choice on
vour answer sheet.

He found automobiles far less fascinating than street cars and ferryboats, enjoyed riding on
streetcars, and watch them endlessly.

1) puzzling ~ 2) appealing 3) engraving 4) conventional

During his first days in the museum, he undoubtedly found life quite different from his
expectations. :

1) anticipations 2) interceptions 3) preventions 4} appointments
Waterman had done extensive field work and research study with Indians up and down the
state of California knew something of the history of the Yanas.

1) general 2) restricted 3) comprehensive 4) encouraged

Their cultural development had remained virtually unchanged since the time of their Stone
Age ancestors.

1) quite 2} almost 3) actively 4) adequately
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Perhaps most revealing of the iron strength of will within this little man was the way in which
he prepared himself for his appearance in the white world.

1) disturbing 2) betraying 3) concealing 4y manifesting

He was the Iast of his people in a world inhabited by strange white beings who hated him and
who had a fine magic that slew from afar.

1) invaded 2} received 3) occupied 4} captured

They were able to subsist more than 35 years within 15 miles of civilization without giving
white men more than a few fleeting glimpses of them.

1) survive 2) undergo 3) tolerate 4) suffer

He had come into a world so completely alien to him that it was as if he had landed on an
unknown planet.

1) adverse 2} strange 3) compatible 4) conflicting

The sheriff had had his hands full with the hundreds of people who had flocked in to see the
mysterious man.

1) whiped 2) thrashed 3) chastised 4) gathered

As more and more people heard about the Stone Age man living in the museunm, it became
increasingly awkward that he had no name.

1) puzzling 2) amenable 3) pleasant 4) susceptible

As the friendships among the three men ripened, the story of Ishi was unravelled a little at a
time, though all of it was never fully told.

1) tangled 2) disclosed 3) interpreted 4} complicated

Early the next day the four men found a group of Yahis in a large cave on lower Mill Creek
and proceeded to ruthlessly kill the entire group.

1) severely 2) extremely 3) eritically 4) brutally

In the summer of 1911 he turned southward into.the world of the Saltus in search of the death
that would end his affliction.

1) misery 2} poverty 3} depression 4) oppression

In the beginning, he was extremely shy and frightened until he became acquainted with his
new surroundings. :

1) familiar 2) acceptable 3) friendly 4) recognizable

He was eager to share his knowledge of a vanished way of life with those who sincerely wanted
to know about it.

1) indispensable 2) disappearing 3) substantial 4) faded

Shortly after 11 o’clock in the evening of Sept. 4, 1911, a quiet frightened little man stepped
off a ferryboat into the glare of electric lights.

1) scowl 2) frown 3) dazzle 4) stare

Waterman as vet knew nothing about the Indian except that he belonged to a tribe long listed
as extinet.

1) strange 2) unique 3} dead 4) lost

The wild man had been discovered on the morning of Aug. 29, crouching against the fence of
a slaughterhouse corral just outside the town.

1) leaning 2) kneeling 3) lying down 4) stooping low

After reading the article, he bought other dailies and read them avidly, hoping to learn
something more.

|} passionately 2)pravenously 3) enthusiastically 4) all-powerfully

When found, he had been maked except for a ragped piece of wagon canvas worn over his
shoulders like a poncho. '

1) erratic 2) wormn-out 3) smooth 4) jagged

When they attacked wagon trains or plundered ranches, they suffered frightful reprisals.

1) blames 2) dishonors 3) retaliations 4) condemnations

It is hard to imagine the suspense that the professor felt when he first approached the
captured Indian in his cell.

1) anxiety 2) certainty 3} insecurity 4) expectation

It was the people who came to the museum the first days who were solely responsible for
making the Indian the celebrity that he was to become for the rest of his life.

1) nature 2) psyche 3) magnetism 4) personality
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Whether he was in the group could not be learned for certain, because he either did not
remember or feared being incriminated in some manner.

1) accused 2) implication 3)impeached 4) involvement

One can picture him, a primitive savage, hiding with his older companions from the face of
modern man until his raven black hair became streaked with grey.

1) swept 2) striped 3) slashed 4) smeared

Section I11: Cloze Test

Directions: Read the following passage and decide which choice (1), (2), (3) and
(4) best fits each space. Then mark the correct choice on your answer sheet.

Investment management is the (61) —--—-—--—- -- management of various securities (shares, bonds
etc) (62) —=--=m- - (e.g. real estate), to meet specified investment goals for the benefit of the
investors. Investors may be (63) ==-—=—memee- (insurance companies, pension funds, corporations etc.)

or private investors (both directly via investment contracts and more commonly via (64) -----
investment schemes e.g. mutual funds).

The term asset management is often used to (65) ----------- the investment management of
collective investments, whilst the more (66) --—-- fund management may refer to all forms of
institutional investment as well as investment management for private investors. Investment
managers Who (67) =-—--eeee- - in advisory or discretionary management on behalf of (normally
wealthy) private investors may often refer to their services as (68) -—--—--—--—- or portfolio
management often within the context of se-called “private banking™.

The (69) —=—emeaaaae of investment management services includes elements of financial analysis,
asset selection, stock selection, plan implementation and ongoing (70) --——-—-——- of investments.
Investment management is a large and important global industry in its own right responsible for
(71} == of trillions of dollars, euro, pounds and yen. Coming under the (72) - - of
financial services many of the world’s largest companies are at least in part investment managers
and (73) ~--—ememeen millions of staff and create billions in revenue.

Fund manager (or investment advisor.in the U.5.) refers to both a (74) =~==-ceeemeeee that provides
investment management services and an individual(s) who directs “fund management” (75) -—--- ;

1) trained 2) competent 3) professional 4) accomplished
1) virtues 2) assets 3) services 4) advantages

1) societies ' 2) traditions 3) institutions 4) enactments

1) additive 2) collective 3) cumulative 4) increasing

1) refer to 2) deliver 3) belong to 4) recommend
1) particular 2) limited 3) specific 4) generic

1) specialize 2Y speculate 3) theorize 4) contemplate
1) investment scheme  2) investment contract  3) private management 4) wealth management
I} provision 2) requirement 3) stipulation 4) specification
1) recording 2) monitoring 3) reporting 4) preserving

1) receiving 2) absorbing 3) caretaking 4) resolving

1) allowance 2) payment 3) transfer 4) remit

1) apply 2) employ 3) occupy 4} exercise

1) firm 2) project 3) endeavor 4) program

1) carruptions 2) perversions 3) extortions 4) decisions
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Section IV: Reading Comprehension

Directions: In this part of the test you will read three passages. Answer the
questions about the passages by choosing ‘the best choice (1), (2), (3) and (4).
Then mark the correct choice on your answer sheet.

Passage 1:

Fund performance is the acid test of fund management, and in the institutional context
accurate measurement is a necessity. For that purpose, institutions measure the
performance of each fund (and usually for internal purposes components of each fund)
under their management, and performance is also measured by extemal firms that
specialize in performance measurement. The leading performance measurement firms
(e.g. Frank Russell in the USA) compile aggregate industry data, e.g., showing how funds
in general performed against given indices and peer groups over various time periods.

In a typical case (let us say an equity fund), then the calculation would be made (as far as
the client is concerned) every quarter and would show a percentage change compared
with the prior quarter (e.g., +4.3% total return in US dollars). This fipure would be
compared with other similar funds managed within the institution (for purposes of
monitoring internal controls), with performance data for peer group funds, and with
relevant indices (where available) or tailor-made. performance benchmarks where
appropriate. The specialist performance measurement firms calculate quartile and decile
data and close attention would be paid to the (percentile) ranking of any fund.

Generally speaking, it is probably appropriate for an investment firm to persuade its
clients to assess performance over longer periods (e.g., 3 to 5 years) to smooth out very
short term fluctuations in performance and the influence of the business cycle. This can
be difficult however and, industry wide, there 15 a serious preoccupation with short-term
numbers and the effect on the relationship with clients (and resultant business risks for
the institutions).

An enduring problem is whether to measure before-tax or after-tax performance. After-
tax measurement represents the benefit to the investor, but investors' tax positions may
vary. Before-tax measurement can be misleading, especially in regimens that tax realised
capital gains (and not unrealised). It is thus possible that successful active managers
(measured before tax) may produce miserable after-tax results. One possible solution is to
report the after-tax position of some standard taxpayer.

‘What would the possible topic be for the above passage?

1} After-tax Measurement 2) Compile Aggregate Industry

3) Performance Measurement 4) Influence of Business Cycle
According to the passage, performance of each fund is considered -—-—-——-,

1) verv essential for proper fund management

2) very significant in the instilutional context

3) tabe a strong chemical that can damage other substances like acid

4)to be a strong element in damaging accurate and efficient management

As the author mentions, Frank Russel in the USA -———cmemmmr :

1} gives numbers that show the price or value of product over various time periods

2) shows.indices provided by peer groups over a period of time

3) leads performance measurement institutions in the USA

4) makes a list.of total industry data

If the author is right, the performance is measured every quarten —----—-—=-,

1} in normal eircumstances 2) as far as the vendor is concerned
3} in exceptional conditions 4) insofar as the dealer is concerned
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80- The number obtained by performance measurement --—-——----- .
1) is always compared with appropriate performance benchmarks
2) is-always correlates with performance date for peer group funds
3) may correlate'withoother similar funds within the institution if available
4) may be compared with appropriate lists of figures if obtainable
81- According to the passage, it seems that an investment foundation should ————,
1) persuade its applicants to consider performance over longer periods
2) convince its dependants to calculate performance over longer periods
3} satisfy its clients to smooth out very short term fluctuations
4) encourage its customers to smooth out the influence of the business cycle
82- what does “this’ in line 18 refer to?
1) influence of the business cycle
2) calculation of quartile and decile data
3) performance assessment over longer periods
4) assessment of short term fluctuations in performance
83- If what the author says is true, then whether to measure before-tax or after-tax performance

1) is a very fleeting trouble 2) is sometimes very misleading

i_] represents a permanent question 4) represents the benefit to the investor
84- The author finally concluodes that ———-—.

1) there is a potential answer to the problem

2) after-tax measurement is to the investors’ advantage

3) before-tax measurement is deceptive and so unreliable

4) successful active managers produce poor after-tax results
Passage 2:

Performance measurement should not be reduced to the evaluation of fund returns alone,
but must also integrate other fund elements that would be of interest to investors, such as
the measure of risk taken. Several other aspects are also part of performance
measurement: evaluating if managers have succeeded in reaching their objective, i.e. if
their return was sufficiently high to reward the risks taken; how they compare to their
peers; and finally whether the portfolio management results were due to luck or the
manager’s skill. The need to answer all these questions has led to the development of

more sophisticated performance measures, many of which originate in modern portfolio
theory.

Modern portfolio theory established the quantitative link that exists between portfolio
risk and return. The Capital Asset Pricing Model (CAPM) developed by Sharpe (1964)
highlighted the notion of rewarding risk and produced the first performance indicators, be
they risk-adjusted ratios (Sharpe ratio, information ratio) or differential returns compared
to benchmarks (alphas). The Sharpe ratio is the simplest and best known performance
measure, It measures the return of a portfolio in excess of the risk-free rate, compared to
the total risk of the portfolio. This measure is said to be absolute, as it does not refer to
any benchmark, avoiding drawbacks related to a poor choice of benchmark. Meanwhile,
it does not allow the separation of the performance of the market in which the portfolio is
invested from that of the manager. The information ratio is a more general form of the
Sharpe ratio in which the risk-free asset is replaced by a benchmark portfolio. This

measure is relative, as it evaluates portfolio performance in reference to a benchmark,
making the result strongly dependent on this benchmark choice.

Portfolio alpha is obtained by measuring the difference between the return of the
portfolio and that of'a benchmark portfolio. This measure appears to be the only reliable
performance measure to evaluate active management,
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85- What does the passage mainly discuss?
1) Capital Asset Pricing Model 2) Modemn Established Portfolio Theory
3) Portfalio Management Results 4) Risk-adjusied Performance Measurement

86- According to the passage, performance measurement must
1ybe restricted to assessing fund returns
2} be confined to evaluating fund retumns
3) also include fund elements which are to the investors® advantage
4) exclude fund elements such as the measure of risk taken
§7-  Which question is not regarded among the aspects of performance measurement?
I} To what extent have the managers been as good as their peers?
2) Have managers been able to achieve their goals?
3) Were the managers’ skills due to luck or accidence?
4) Was managers return high enough to compensate for the risks taken?
88- The necessity to answer the questions about performance measurement has
1) ariginated in modern portfolio theory
2) resulted in more complicated performance measures
3) led to the portfolio management results
4) established the relation between portfolio risk and return
89-  According to the passage, the Capital Asset Pricing Model -,
1) played down the notion of rewarding risk
2} developed the first performance indices
3) underlined risk-adjusted rations (called Sharpe ratio) alone
4) focused on differential returns compared to benchmarks (alphas) alone
90- What does ‘it’ in the second paragraph refer to? '
1) performance measure 2) differential return
3) the Sharpe ratio 4) benchmark
91- If what the anthor says is true, the most famous performance measure is definite in that it
1) has a reference to any benchmark in certain eascs
2) measures the return of a portfolio in excess of the risk-free rate
3) does not have the deficiencies of a poor choice of benchmark
4) produces the first performance indicators
92- What does ‘that’ in the 3rd paragraph refer to?
1) return 2) measuring 3) difference 4) portfolio alpha

Passage 3:

In fact, we have to distinguish between normal returns, provided by the fair reward for
portfolio exposure to different risks, and obtained through passive management, from
abnormal performance (or outperformance) due to the manager’s skill, whether through
market timing or stock picking. The first component is related to allocation and style
investment choices, which may not be under the sole control of the manager, and depends
on the economic context, while the second component is an evaluation of the success of
the managar s decisions. Only the latter, measured by alpha, allows the evaluation of the
manager’s true performance.

Portfolio normal return may be evaluated using factor models. The first model, proposed
by Jensen (1268), relies on the CAPM and explains portfolio normal returns with the
market index as the only factor. It quickly becomes clear, however, that one factor is not
enough to explain the returns and that other factors have to be considered. Multi-factor
models were developed as an alternative to the CAPM, allowing a better description of
porifoliorisks and an aceurate evaluation of managers’ perfcrmance. For example, Fama
and French (1993) have highlighted rwo important factors that characterise a company's
risk in addition to market risk. These factors are the book-to-market ratio and the
company's size as measured by its market capitalisation. Fama and French therefore
proposed a three-factor model to describe portfolio normal returns. Carhart (1997)
proposed to add momentum as a fourth factor to allow the persistence of the retums to be
taken into account. Alsa of interest for performance measurement is Sharpe’s (1992)
style amalysis model, in which factors are style indices: This model allows a cusiom
benchmark for each portfolio to be developed, using the linear combination of style
indices that best replicate portfolio style allocation, and leads to an accurate evaluation of

portfolio alpha.
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According to the first paragraph, it is essential to know the difference between ———.
1) normal returns and abnormal performance 2) normal returns and active management

3) passive management and cutperformance 4) passive management and active management
If the author is right, outperformance is indicative of .

1) the sole control of the manager 2) the success of the manager’s performance
3) allocation and style investment choices 4) the economic context in a certain period
According to the passage, ————— paves the ground to assess the manager’s real

performance and the success of his decisions,

1) normal returns provided by the fair reward

2) abnormal performance due to the manager’s skill

3) normal returns due to exposure to different risks

4) abnormal performance obtained through passive management

the CAPM Model evaluates portfolio normal returns and ——————.

1) can explain the returns sufficiently

2) allows the best explanation of portfolio risks

3) uses market index relying on other factors as well

4) employs market index as the exclusive factor

Fama and French (1993) have -

1) explained the company’s index as the sole factor

2) regarded the market risk as the only factor

3) emphasized two factors evaluating portfolio normal return

4) focused on an accurate evaluation of manager’s performance

The author concludes that Fama and French have actually suggested —-—-———-—-- to explain
portiolio normal returns.

1) three components namely the book-to-market ratio, the company’s size and the company’s
market capitalization

2) two factors called the book-to-market ratio and the company’s risk

3) three factors called the book-to-market ratio, the company’s risk and market risk

4) two components namely the book-to-market ratio and the company’s size
Carhart (1997) believes that momentum must be taken into consideration to
returns.

1) maintain the contention 2) guarantee the constancy

3) guarantee the development 4) maintain the determination
Which statement is NOT true about Sharpe’s (1992) style analysis model?
1} It results in precise assessment of portfolio aipha.

2) It employs the linear combination of style indices.

3) It provides a custom benchmark for each portfolio to be developed.

4) It produces portfolio style allocation once for all.

of the
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