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Presentation Notes
Introduce the unit 



Presenter Notes
Presentation Notes
Discuss the unit 5 learning outcomes
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Presentation Notes
Discuss how learners will engage with the resources in preparation for the final assessment
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Presentation Notes
Research activity - In pairs, research the different savings accounts and interest rates (AER).  Ask selected groups to present their answers back to the group.  
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Presentation Notes
Discuss the learning outcomes about cash deposits – the difference between different types of accounts, the benefits and disadvantages of investing in cash, the basics of crypto.
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Presentation Notes
Learners should complete this and the following activity (advantages and disadvantages of investing in cash) independently outside of the session.  Use Q and A to establish what they learned and discuss the answers as a group1) Which institutions offer cash deposit accounts?  Banks and building societies2) What are the main characteristics of cash deposits?The return simply comprises interest income with no potential for capital growthThe amount invested (the capital) is repaid in full at the end of the investment term or when withdrawn3) What type of cash deposit accounts are available?  Instant or Easy Access or Fixed term4) What factors will influence the interest rate paid on deposits?The amount of money depositedThe amount of time for which the money is tied upMarket rates/Competition between deposit taking institutions5) Is interest paid gross or net of tax? Gross6) Who is the regulator for deposit takers? Prudential Regulatory Authority (PRA)7) The Financial Services Compensation Scheme (FSCS) provides protection up to what limit of deposit per person with an authorised institution?  £85,000
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Advantages:Liquidity, which is the ease and speed with which an investment can be turned into cash to meet spending needs.  Most investors are likely to have a need for cash at short notice and so should plan to hold some cash on deposit to meet possible needs and emergencies before considering other less liquid investmentsA savings vehicle/ Interest returnNot exposed to market volatility, as is the case with other types of assetsDisadvantages:Deposit taking institutions are of varying creditworthiness; the risk they may default needs to be assessed and taken into accountInflation reduces the real return that is being earned on cash deposits and could mean the real return after tax is negativeInterest rates vary and so the returns from cash based deposits will also varyThere is a currency risk, and different regulatory regimes to take account of, where funds are invested offshore on in a different currency
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In pairs, ask groups to consider Anya’s dilemma and produce a one page summary of the risks.  Ask students to consider what other options Anya might have.Select pairs to feedback and summarise the key outcomes.Anya faces two potential risks with this investment:The risk of issuer default.  She needs to check that her deposit with ABC Building Society is FSCS protected in the first instance.  If it is, she will receive compensation for only the first £85,000 of her capital so may wish to consider opening a second deposit account with another provider for full protection.The risk that the real value of her capital will be eroded by inflation.
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Discuss the key features of cryptocurrenciesLearners should complete the micromodule independently.  Ask learners to summarise what cryptocurrencies are and how the are created and used.  Ask learners to also complete:Fill in the blanks exercise about cryptocurrenciesDifferences between crypto and fiat currencieshttps://www.cisi.org/cisiweb2/en/cisi-elearning/cisipr/GetChapterList/1005
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Cryptocurrencies are a type of digital currency or asset that can be traded, stored  and transferred electronicallyThere is no single definition of cryptocurrencies, but one from the European regulatory authorities is that they are:a virtual currency that is represented by a digital recordnot issued by a central bank or similar institutionnot a legally established currencyin some circumstances, can be used as an alternative to moneyThe best known cryptocurrency is Bitcoin, which uses blockchain  technology to build a decentralised network that has no central trusted authority and is open to anyone to participate 



Presenter Notes
Presentation Notes
Form held:FC: Physical forms of money, such as coins and banknotes, exist alongside digital representations in electronic banking systems.CC: Primarily digital, cryptocurrencies do not have a physical form. Transactions are recorded on a blockchain, and ownership is established through cryptographic keys.Centralisation:FC: Issued and regulated by a central authority, usually a government or central bank. The central authority has the power to control the money supply, implement monetary policies and regulate financial institutions.CC: Operated on decentralised networks based on blockchain technology. There is no central authority governing or controlling cryptocurrencies like Bitcoin. Instead, they rely on a distributed ledger maintained by a network of nodes.Issuance and supply:FC: Central authorities, like central banks, have the authority to issue and regulate the supply of fiat currencies. They can print more money or withdraw money from circulation as needed.CC: The supply of most cryptocurrencies is typically capped, creating a maximum limit on the total number of coins that can ever be in circulation. For example, the total supply of Bitcoin is capped at 21 million coins.Regulatory oversight:FC: Traditional financial systems are subject to extensive regulatory oversight. Governments and central banks enact and enforce laws related to banking, monetary policy, and financial transactions. Regulatory bodies such as the FCA ensure compliance with anti-money laundering (AML) and know your customer (KYC) regulations.CC: Regulations for cryptocurrencies vary widely across jurisdictions. Regulatory measures often focus on consumer protection, preventing illegal activities and ensuring tax compliance. For example, the UK has been working to align its crypto regulations with AML directives. Crypto exchanges and wallet providers are typically subject to AML regulations to prevent illicit financial activities and must be officially registered with the FCA.Anonymity and transparency:FC: Transactions with fiat currencies are generally traceable, as banks and financial institutions are subject to regulatory oversight and record- keeping requirements.CC: Transactions on a blockchain are transparent and traceable, but the level of anonymity can vary depending on the cryptocurrency. Some cryptocurrencies offer more privacy features than others.Intrinsic valueFC: Fiat money does not have intrinsic value; its value is derived from the trust people have in the issuing authority and the belief that it can be exchanged for goods and services.CC: Value is often derived from factors like scarcity, utility within a blockchain ecosystem, and market demand. Cryptocurrencies are not backed by physical commodities like gold, but gain value from network consensus and adoption.Transaction speed and currency accessibility:FC: Transactions involving fiat currencies can sometimes take longer, especially in cross-border transactions, and accessibility may be limited in certain regions.CC: Transactions are often faster, and cryptocurrencies can be accessed by anyone with an internet connection.Volatility:FC: While exchange rates can fluctuate, fiat currencies are generally considered more stable than cryptocurrencies.CC: Cryptocurrency prices can be highly volatile, with values sometimes experiencing significant fluctuations over short periods.
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Optional independent activity.https://www.cisi.org/cisiweb2/en/cisi-elearning/cisipr/GetChapterList/355
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Discuss the learning outcomes about the money markets – key terminology, the difference between a capital market instrument and a money market instrument and the advantages and disadvantages of investing in money market instruments
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Watch the video as a group and discuss the 2 questions that follow.  Ask learners to complete the table about the main types of money market instruments and discuss https://www.youtube.com/watch?v=ipOYM0sfW7MCapital  - financial markets where longer term capital is raised by companies and governments in the form of shares and bonds.  Money – where companies and governments can meet their short term borrowing needs usually around 3 month but not exceeding a yearTreasury bill, commercial paper and certificate of deposit
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Ask learners to complete the table about the main types of money market instruments and discuss the 3 termsTreasury bills – these are issued weekly by the Debt Management Office (DMO) on behalf of the Treasury. The money is used for the government’s short-term borrowing needs. Treasury bills are non-interest-bearing instruments (sometimes referred to as ‘zero coupon’ instruments, see chapter 4, section 4.2.6). Instead of interest being paid out on them, they are normally issued at a discount to par – ie, a price of less than £100 per £100 nominal (the amount of the Treasury bill that will be repaid on maturity) – and commonly redeem after one, three or six months. For example, a Treasury bill might be issued for £999 and mature at £1,000 three months later. The investor’s return is the difference between the £999 they paid, and the £1,000 they receive on the Treasury bill’s maturity.Certificates of deposit (CDs) – these are issued by banks in return for deposited money and are tradeable on the money markets. Until the late 1960s, a rigidity in the interbank market meant that deposits, once taken, could not be traded during their lifetime. To overcome this, CDs were introduced which could be traded on a secondary market. By market convention, it is a short-term marketable instrument with a maturity up to five years, although the vast majority are issued for periods of less than six months. Interest can be at a fixed or variable rate, although they may also be issued at a discount and without a coupon. Most sterling CDs are held by banks, building societies and other money market participants.Commercial paper (CP) – this is the corporate equivalent of a Treasury bill. CP is issued by large companies to meet their short-term borrowing needs. A company’s ability to issue CP is typically agreed with banks in advance. For example, a company might agree with its bank to a programme of £10 billion worth of CP. This would enable the company to issue various forms of CP with different maturities (eg, one month, three months and six months), and possibly different currencies, to investors. As with Treasury bills, CP is zero coupon and issued at a discount to its par value.
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Learners should complete the questions independently outside of the session.  Use Q and A to establish what they learned and discuss the answers as a groupWeeklyA short timer money money market fundThe DMOThey are issued at a discount to par value and investor receives the difference between the two at maturityThey are both tradable and negotiableAdvantages: low risk, useful during times of uncertainty, quick returns, pooling of funds in the money market funds gives the investor access to assets they may otherwise not be able to invest inDisadvantages: they are only suitable for short term investing, available to the professional market only unless through money market funds or money market accounts, over the medium to long term the money markets have under-performed compared to many other investment typesThe bank pays interest on the deposited amount, which can be fixed or variable and the investor receives their deposited sum back at the set end dateA maximum of 5 years but is usually much less No - no coupons are paid on treasury bills
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Split the group into 4 groups and ask each group to complete one of the sections (regulation, risk, returns or sectors) and ask the groups to present their answers back to the rest of the group.  Ask students to complete the table in their student workbook.Returns:Should be greater than a simple money market account offered by a bank.Risk: Will invest in a range of instruments from many providers, and as long as they are AAA-rated they can offer high security levels.Money market funds may invest in assets denominated in other currencies and so are open to exchange rate risk. Regulation:Under UK regulatory rules, money market funds can only invest in approved money market instruments and deposits with credit institutions and meet other conditions on the structure of the underlying portfolio.There are also new EU-wide regulations which permit variations in the structure of short term money market funds. Sectors:The IA introduced two money market sectors with effect from January 2012. They are based on the European definitions of money market funds that have been adopted by the FCA: short term money market funds and money market funds.  Short term money market funds can have a constant or a fluctuating NAV. A constant NAV face value means they should have an unchanging NAV when income in the fund is accrued daily and can either be paid out to the unit holder or used to purchase more units in the scheme.  Money market funds by contrast must have a fluctuating NAV.
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Optional independent activity.https://www.cisi.org/cisiweb2/en/cisi-elearning/cisipr/GetChapterList/525
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Optional independent extension activityhttps://www.youtube.com/watch?v=QqK6H1JPjv0Obliged to offer quotes so shares can be traded, buy low and sell highCurrency exchange, LSE, shares and bond market makers
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Optional independent extension activityhttps://www.dmo.gov.uk/responsibilities/money-markets/https://www.bankofengland.co.uk/statistics/details/further-details-about-wholesale-sterling-certificates-of-deposit-datahttps://www.investopedia.com/articles/investing/070313/introduction-commercial-paper.asp
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Discuss the learning outcomes about the property market – key characteristics, advantages and disadvantages of investing in property.
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If you have access to mini whiteboards ask learners to answer each question in turn to check understanding of property investment.  If not, you can ask learners to put their hands up for each TRUE statement to check understanding.The property market is highly liquid – FALSE – it’s illiquidThe valuation of property is subjective - TRUEThe supply of land is infinite – FALSE – it’s finiteThe property market is impacted by legislation and planning regulations - TRUEThe price of property is determined by changes in demand - TRUE
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Learners should complete this table and the activity about residential vs commercial property independently outside of the session.  Use Q and A to establish what they learned and discuss the answers as a groupDirect Investment:Residential Property: Range of investment opportunities including second homes, holiday homes and buy to let purchased directly from estate agentsCommercial Property: Size of investment required means direct investment in commercial property is limited to property companies and institutional investorsTenancies:Residential Property: Typically short, renewable leasesCommercial Property: Long term contracts with periods commonly in excess of 10 yearsRepairs:Residential Property: Landlord responsible Commercial Property: Tenant is usually responsible for Returns:  Residential Property: Largely linked to increase in house pricesCommercial Property: Significant component is return from rental income
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ResidentialBuy to letHoliday homeSecond homeHouse of multiple occupancyCommercialRetail unitsIndustrial unitsAgricultural landOffice development
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Presentation Notes
Split the group into 4 smaller teams and ask learners to produce a one page summary of the economic factors that Anton needs to consider.  Ask each group to present 2 key economic risks and discuss answers.Rising interest ratesMaintenance and repair costsAny additional works that the property may needChanges in supply and demand for rental propertiesChanges in legislationResidential property valuesChanges in taxation
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Optional independent extension activityhttps://www.apiglobal.co.uk/is-property-investment-worth-it/AdvantagesProperty prices and investment in the UK can be advantageous. It’s one of the best ways to build wealth through capital appreciation. Rental income from rental properties also provides cash flow and the potential for ongoing passive income, there may also be tax benefits too.DisadvantagesThere are also risks to be aware of, like a drop in property values, higher interest rates, problematic tenants, natural disasters, and economic downturns.Here’s how they affect real estate investment:Property values don’t always go up and are often cyclical.Higher interest rates increase your costs and reduce your cash flow in the short term. However, if you treat UK property investment as a longer term investment, this evens out.Difficult tenants in rental properties may damage your property or fail to pay rent. Hiring a company like property letting and management agency, Redstone can dramatically reduce this risk. Events like floods, fires or recessions can also negatively impact your investment. Make sure you’re insured to mitigate this risk. 



Presenter Notes
Presentation Notes
Discuss the learning outcomes about the foreign exchange market – how it’s structured and the importance of being able to calculate a forward exchange rate.
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Explain the Bretton Wood Agreement and show the short video.  As a whole group, identify the currencies that the 3 digit references refer to.https://www.youtube.com/watch?v=RtFz9q26t5AUSD - US dollarJPY - Japanese YenCHF- Swiss FrancGBP - British poundEUR - EuroHRK - Croatian KunaZAR - South African RandSGD - Singapore dollar
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Explain foreign exchange and in pairs, ask groups to complete the 9 questions.  Discuss the responses and check understanding.24 hour trading and always done in pairsLondonUSD/JPY, EUR/USD, USD/CHF, GBP/USD, EUR/GBPFirst currency is always the base currency and second is the counter or quote currencyThe base currency is always equal to one unit of that currency (eg one dollar)OTCLarge international banks - they continually provide the market with both bid (buy) and ask (sell) prices. Central banks are also major participants which they use to try to control money supply, inflation and interest rates. This means the value of the base currency is rising relative to the other currency (also referred to as currency strengthening).This quote includes a bid price and an ask price - if you want to buy £100,000 you will need to pay the higher of the two prices and deliver $111,660; if you want to sell £100,000 you will receive the lower of the two prices $111,640.  NOTE that the GBP is not mentioned as the standard convention is that the base currency is always one unit. 
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Learners should complete this activity about FX transactions and the settlement of FX transactions independently outside of the session.   Use Q and A to establish what they learned and discuss the answers as a groupSpot Transaction: spot rate is rate quoted by a bank for the exchange of one currency for another with immediate effect (on the spot). It is worth noting that, in many cases, spot trades are settled two business days after the transaction (a settlement period of T+2)Forward Transaction: money does not actually change hands until an agreed future date. The buyer and seller agree on an exchange rate for any date in the future, for a fixed sum of money, and the transaction occurs on that date, regardless of market rates. The duration can be a few days, months or years.Future: foreign currency futures are a standardised version of forward transactions that are traded on derivatives exchanges for standard sizes and maturity dates.  The average contract length is roughly three months.Swap: the most common type of forward FX transaction. Two parties exchange currencies for a certain length of time and agree to revers the transaction at a later date.  These are not exchange-traded contracts but instead are negotiated individually between the parties to a swap.  They are a type of OTC derivative. 
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Specialist2002Many of the world’s largest financial institutionsfor settling FX transactions between member banks ‘payment-versus-payment (PvP)Yes - banks hold accounts with each other as well as overseas branches and subsidiaries and settlement of trades can occur via these accounts
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Explain forward exchange rates and discuss the formula for calculating the forward rate.
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Explain the example about how foreword rates are calculated.Learners to complete the forward exchange rate and explain the answer.Answer = 1.914NB this is a one year contract so step 1 can be left out
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Optional independent activity.https://www.cisi.org/cisiweb2/en/cisi-elearning/cisipr/GetChapterList/379



Presenter Notes
Presentation Notes
Optional independent activity.https://express.adobe.com/page/DAlRb7HdWiHqA/Optional independent activity.
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Learners can complete the 20 multiple choice questions (give 20 minutes only) under assessment conditions.Once complete, all learners to feedback result (or tutor to mark and return) and complete the “monitoring my progress” page in their student workbook.Discuss answers as a whole group.
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B: £85,0002) B: Zero Coupon Bonds



Presenter Notes
Presentation Notes
3) C: Currency tokens4) D: Spot
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5) A: Certificates of Deposit6) D: Interest is paid to deposit holders net of tax
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7) B: it is professional market8) B: They are priced at a discount to par value
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9) C:  Capital is always protected from the risk of defaulting deposit-taking institutions.10) B:  Prudential Regulatory Authority
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11) C: The base currency is the US dollar and it is strengthening relative to the Swiss franc
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12) A: Date is agreed between the 2 parties13) B: Short term money market funds
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14) A: Transactions are often faster than transactions of fiat currency15) A: The base currency
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16) C: If the client wants to buy £100,00, they will need to deliver $125,480
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17) C: price is primarily determined by changes in supply18) C: Many private investors have chosen to become involved in the market through commercial property
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19) B: Purchase price is less than the nominal value20) C: large companies
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If learners want to improve their understanding of the unit 5 topics further, they can undertake these additional activities to support their learning. Ask learners to repeat the multiple choice assessment if you believe they might benefit from attempting the test again.
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