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CERTIFICATE IN INVESTMENT MANAGEMENT (IMC)

(CFA UK Level 4 Certificate in Investment Management)

Unit 1: The Investment Environment

V.22 Tested from 1 December 2024

UNIT AIMS

By the end of this unit, learners should be able to demonstrate:
an understanding of the UK financial services industry and international financial markets;

an understanding of, and ability to critically evaluate, the outcomes that distinguish between
ethical and compliance driven behaviour, and apply the CFA Code of Ethics and Standards of

Professional Conduct to business behaviours of individuals;

an understanding of the Financial Conduct Authority’s (FCA's) use of principles and outcomes-
based regulation to promote ethical and fair outcomes, and the ability to apply the regulatory

advice framework in practice for the consumer;

an ability to analyse the taxation of investments as relevant to the needs and circumstances of
individuals and trusts, and an ability to apply the knowledge of personal taxation to the provision

of investment advice; and

an ability to analyse the role and relevance of tax in the financial affairs of individuals and trusts.



QUESTION ALLOCATION:

Question allocation across the syllabus is balanced on the guidance of psychometric and industry

specialists. The following question allocation for Version 22 of the IMC is provided as a broad indication

of the relative ‘weighting’ of different parts of the syllabus in IMC examinations from 1 December 2024.

. . Question
Content area Topic Topic name .
allocation

Financial markets and

institutions

Ethics

Regulation and legal

concepts

Clients

Taxation

1

Financial markets and

R 10-20
institutions
Ethi d investment

ics O.n mlves men ERE
professionalism
The regulation of financial markets
and institutions

25-35

Legal concepts
Client advice 15-25
Taxation in the UK 10-20

OTHER INFORMATION REGARDING THIS UNIT:

Exam format:

Time allowed for exam:
Grades:

Study materials:

Recommended study hours:

Availability of exam sessions:

85 questions.

Online testing using standard multiple choice, item sets and
gap-fill style questions.

1 hour and 40 minutes.
Pass or fail.

Official Training Manual v.22 is available from the CFA UK
website, including revision questions with fully worked

calculations.
Mock exam available on the CFA UK website.

100 hours.

Every working day through Pearson VUE testing centres and

every day via OnVUE remote proctoring.



TOPIC 1 FINANCIAL MARKETS AND INSTITUTIONS

By the end of this topic, learners should be able to:

1.1

1.1.1

1.2

1.2.1

1.2.2

1.2.3

1.24

1.2.5

1.2.6

1.2.7

1.3

1.3.1

1.3.2

demonstrate an understanding of the UK financial services industry, in its European and global

context; and
demonstrate an understanding of UK and international financial markets.
INTRODUCTION TO FINANCIAL MARKETS

Explain the functions of the financial services industry in allocating capital within the global

economy
Explain the role and impact of the main financial institutions

Explain the role of the government including economic and industrial policy, regulation, taxation

and social welfare

THE ROLE OF SECURITIES MARKETS IN PROVIDING LIQUIDITY AND PRICE
TRANSPARENCY

Differentiate between a financial security and a real asset

Identify the key features of an ordinary share, a bond, a derivative contract, a unit in a pooled

fund and a foreign exchange transaction
Identify the functions of securities markets in providing price transparency and liquidity

Identify the reasons why liquidity and price transparency are thought to be important for the

efficient allocation of capital when trading in securities markets

Identify the types of securities and the market conditions where price transparency, liquidity and

depth are likely to be high/low
Define liquidity risk and identify why it is important

Identify, explain and calculate transaction costs and their differences associated with dealing in
UK and non-UK equities, fixed-income securities, different categories of pooled funds, derivatives,

property and different categories of alternative investments
TYPES OF FINANCIAL MARKETS

Identify the main dealing systems and facilities offered in the UK equities market and explain the

clearing and settlement procedures for UK exchange-traded securities

Identify the nature of the securities that would be traded on each of the main dealing systems and

facilities



1.3.3

1.34

1.3.5

1.3.6

1.3.7

1.3.8

1.3.9

1.4

1.4.1

1.4.2

1.4.3

1.4.4

1.4.5

1.5

1.5.1

1.5.2

1.5.3

1.54

1.5.5

1.5.6

1.5.7

Explain the structure and operation of the primary and secondary UK markets for gilts and

corporate bonds
Explain the motivations for, and implications of, dual-listing for a company
Compare and contrast exchange-traded and over-the-counter (OTC) markets

Distinguish between the following alternative trading venues: multilateral trading facilities,

systematic internalisers, organised trading facilities and dark pools

Distinguish between a quote-driven and an order-driven market

Explain the roles of the various participants in the UK equity market

Explain algorithmic and high-frequency trading, its benefits, risks and regulation
THE UK LISTING AUTHORITY AND PROSPECTUS REQUIREMENTS

Explain the role of the Financial Conduct Authority (FCA) as the UK listing authority

Identify the listing rules in the Financial Services and Markets Act (FSMA) 2000 as amended and

relevant EU Directives

Explain the main conditions for listing on the Official List, AIM and AQSE
Explain the purpose of the requirement for a prospectus or listing particulars
Identify the main exemptions from listing particulars

INFORMATION DISCLOSURE AND CORPORATE GOVERNANCE REQUIREMENTS FOR
UK EQUITY MARKETS

Explain the disclosures required under the disclosure and transparency rules relating to directors’

interests and major shareholdings

Explain the purpose of corporate governance regulation and the role of the Financial Reporting

Council in promoting good corporate governance

Explain, in outline, the scope and content of corporate governance standards in the UK

Explain the purpose and scope of the Shareholders Rights Directive (SRD I1) and its impact on
pension schemes

Explain the importance of board diversity in relation to good corporate governance

Explain the London Stock Exchange requirements for listed companies to disclose corporate

governance compliance

Explain the continuing obligations of London Stock Exchange listed companies regarding

information disclosure and dissemination



1.5.8  Explain, in outline, the UK company law requirements regarding the calling of annual general

meetings and other general meetings
1.5.9 Distinguish between annual general meetings and other types of company meetings
1.5.10 Distinguish between the types of resolution that can be considered at company general meetings
1.5.11 Distinguish between the voting methods used at company meetings
1.5.12 Explain the role and powers of a proxy
1.6 INTERNATIONAL MARKETS

1.6.1  Explain the structure, features, and regulatory and trading environment of international markets,

including developed markets and emerging markets
1.6.2  Explain the structure and operation of the primary and secondary markets for Eurobonds

1.6.3  Explain the settlement and clearing procedures overseas, including the role of international
central securities depositories, and the different settlement cycles and challenges in managing

global assets
1.7 THE PRINCIPAL-AGENT PROBLEM: SEPARATION OF OWNERSHIP AND CONTROL

1.7.1  Explain how capital markets allow the beneficial ownership, and the control of capital, to be

separated

1.7.2  Distinguish between beneficial owners (principals) and the various agents involved in the capital

allocation process

1.7.3  Explain how conflict between the interests of agents and principals gives rise to the ‘agency’ or

‘principal-agent’ problem

1.7.4  Identify examples of agency costs such as: expropriation, perquisites, self-dealing and higher cost

of capital, which arise when the agency problem is known to exist

1.7.5 Identify the main reasons why it is argued that reducing the agency problem benefits the

investment profession and society as a whole

TOPIC 2 ETHICS AND INVESTMENT PROFESSIONALISM

By the end of this topic, learners should be able to:

demonstrate an ability to critically evaluate the outcomes that distinguish between ethical and

compliance-driven behaviour; and



2.1

2.1.1

2.1.2

213

2.2

2.2.1

222

223

demonstrate an ability to apply the CFA Code of Ethics and Standards of Professional Conduct to

the business behaviours of individuals.

ETHICAL AND COMPLIANCE-DRIVEN BEHAVIOUR

Describe the need for ethics in the investment industry

Identify positive and negative behavioural indicators

Identify the ethical obligations to clients, prospective clients, employers and co-workers

Critically evaluate the outcomes which may result from behaving unethically - for the industry,

individual advisers, the firm and consumers

Critically evaluate the outcomes which may result from limiting behaviour to compliance within the

rules — for the industry, individual advisers and consumers
CFA CODE OF ETHICS AND STANDARDS OF PROFESSIONAL CONDUCT
Identify the elements of the CFA Code of Ethics and Standards of Professional Conduct

Explain the professional principles and values on which the CFA Code of Ethics and Standards of

Professional Conduct are based

Apply the CFA Code of Ethics and Standards of Professional Conduct to a range of ethical

dilemmas

TOPIC 3 THE REGULATION OF FINANCIAL MARKETS AND INSTITUTIONS

By the end of this topic, learners should be able to:

demonstrate the ability to apply the regulatory framework in practice;

demonstrate an understanding of the UK financial services industry, in its European and global

context;

demonstrate an understanding of the Financial Conduct Authority’s (FCA) responsibilities and

approach to regulation;
demonstrate an understanding of UK and International financial markets;

demonstrate an ability to apply the FCA’s principles and rules as set out in the regulatory
framework and FCA Handbook; and

demonstrate an understanding of where the Prudential Regulation Authority (PRA) may also be

involved for dual-regulated firms.



3.1

3.1.1

INTERNATIONAL REGULATION: EUROPEAN UNION DIRECTIVES, REGULATION AND
GUIDANCE

Following the end of the transition period with the UK's withdrawal from the EU, CFA Society of

the UK would like to draw IMC candidates’ attention to the UK’s continuing evolving relationship
with the EU and that content written throughout LOS 3.1.1 to 3.1.7 may not have been updated in
line with the most recent agreements. However, candidates will only be tested on the information

contained within this training manual in their IMC examinations.

European Union: Harmonisation of financial services

Explain the legal status of EU Directives and regulations and define some terminology used
European Union: The European Securities and Markets Authority

Explain the role and powers of the European Securities and Markets Authority (ESMA)
European Union: The Markets in Financial Instruments Directive

Explain the purpose and scope of the Markets in Financial Instruments Directives (MiFID Il) and

the Markets in Financial Instruments Regulations (MiFIR)

European Union: The Undertakings for Collective Investment in Transferable Securities

Directives

Explain the purpose and scope of the Undertakings for Collective Investment in Transferable
Securities (UCITS) Directives and the changes agreed between the UK and EU

European Union: The Alternative Investment Fund Managers Directive

Explain the purpose, scope and requirements of the Alternative Investment Fund Managers

Directive (AIFMD)

European Union: The European Market Infrastructure Regulation

Explain the purpose and scope of the European Market Infrastructure Regulation (EMIR)
European Union: The EU Benchmarks Regulation

Explain the purpose and scope of the EU Benchmarks Regulation (BMR)

International: The Foreign Account Tax Compliance Act and Common Reporting Standard

Explain the purpose and scope of the Foreign Account Tax Compliance Act (FATCA) and the
Common Reporting Standard (CRS)



3.2 UK REGULATION

3.2.1 Describe and distinguish between the roles of the Financial Conduct Authority (FCA), Prudential
Regulation Authority (PRA), Bank of England, Financial Policy Committee and HM Treasury

3.2.2 Explain the different roles of the FCA and PRA for dual-regulated investment firms
3.2.3  Explain the scope of the Financial Services and Markets Act (FSMA) 2000 (as amended)

3.2.4 Explain the scope of the Regulated Activities Order 2001 (as amended) in terms of regulated

activities and specified investments

3.2.5 Explain the function of the following bodies/persons: the Payments Systems Regulator (PSR), the
Competition and Markets Authority (CMA), the Department for Business, Energy and Industrial

Strategy -the
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