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HOW TO ACE YOUR
FINANCE CAREER:
A DEEP DIVE INTO
INVESTMENT
BANKING
INTERVIEW
QUESTIONS AND
ANSWERS

T h e  w o r l d  o f
investment  banking  is
n o t o r i o u s l y
competitive. Landing a
coveted  analyst  or
associate role requires
more than just a stellar
resume and  a  degree
f r o m  a  t o p - t i e r

university.  The  real
gatekeeper  i s  the
grueling  interview
process. Understanding
the  most  common
investment  banking
interview  questions
and  answers  is  not
just  about memorizing
l i n e s ;  i t ’ s  a b o u t
demonstrating a blend
of  technical  prowess,
business  acumen,  and
cultural  fit.  This
comprehensive  guide
breaks  down  the  key
categories of questions
you  will  face,  offering
c l e a r ,  n a t u r a l
strategies to  help you
c r a f t  y o u r  o w n
compelling responses.
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Why
Investme
nt
Banking
Interview
s Are
Different
Unlike many corporate
interviews,  investment
banking interviews are
high-pressure,  multi-
r o u n d  g a u n t l e t s
designed to test three
core  competencies:
your  ability  to  handle
stress,  your  genuine
interest in finance, and
your  comfort  wi th
complex  quantitative
tasks.  Recruiters  are
not  just  looking  for
candidates  who  can

recite  formulas;  they
want  individuals  who
can think on their feet,
c o m m u n i c a t e
concisely,  and show a
true  passion  for  the
deal-making  process.
The questions you face
will  probe  deep  into
your  knowledge  of
financial  statements,
v a l u a t i o n
methodologies,  and
recent  market  events.
The  most  successful
candidates prepare by
understanding  the
underlying logic behind
every  question.  They
don't  just  memorize
"the  answer";  they
u n d e r s t a n d  t h e
reasoning so they can
adapt if the interviewer
twists  the  question.
This  article  will  equip
you with  that  level  of
u n d e r s t a n d i n g ,
covering  everything
from the dreaded "walk
me through  the  three
s t a t e m e n t s "  t o
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behavioral  curveballs
about  teamwork  and
failure.

TECHNICAL
HEAVYWEIGHTS:
THE CORE OF
INVESTMENT
BANKING
INTERVIEW
QUESTIONS

The technical portion is
w h e r e  m a n y
candidates  stumble.
These  questions  are
designed  to  separate
those  who  have  done
their  homework  from
those  who  s imp ly
skimmed  a  textbook.
When  you  prepare
investment  banking
interview  questions
and  answers,  focus
on clarity and narrative
flow rather than robotic
recitation.

Walk Me
Through
the Three
Financial
Statemen
ts
This  is  arguably  the
most  classic  opener.
Every  interv iewer
expects  a  flawless
response. Your answer
should  connect  the
statements  naturally.
A  Strong  Response
Would Be:
"Let's  start  with  the
Income Statement. It
shows  the  company's
revenue,  expenses,
and net income over a
period  of  time.  Net
income is the key line
item  here.  Next,  we
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move  to  the  Cash
Flow  Statement.  It
takes that net income
and adjusts it for non-
c a s h  i t e m s ,  l i k e
deprec ia t i on  and
amortization, as well as
changes  in  working
capital.  This  gives  us
cash  from  operations.
Then  we  account  for
capital  expenditures
and  other  investing
activities,  and  finally,
financing  activities  like
debt issuance or share
repurchases .  The
bottom line is the net
change in cash. Finally,
the Balance Sheet  is
a snapshot at a point in
time.  It  shows  assets,
l i a b i l i t i e s ,  a n d
shareholders'  equity.
Critically, the cash line
on  the  balance  sheet
l inks  to  the  ending
cash balance from the
cash  flow  statement.
The  balance  sheet
must  always  balance:
Assets  =  Liabilities  +

Equity."
To make it even better,
add a sentence on how
they  interconnect.  For
e x a m p l e :  " I f  n e t
income  increases  by
$100,  equity  on  the
b a l a n c e  s h e e t
increases by $100, and
cash  on  the  balance
sheet  (from  the  cash
flow  statement)  also
g o e s  u p  b y  $ 1 0 0 ,
assuming  no  other
changes."

How Do
You Value
a
Company
?
Another  essent ia l
question.  Your  answer
should  demonstrate
that  you  understand
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the  three  pr imary
v a l u a t i o n
methodologies  and
the i r  appropr ia te
contexts.
S t r u c t u r e  Y o u r
Answer Like This:

Comparable
Companies
(Comps): "First,
I would look at
comparable
publicly traded
companies in the
same industry.
I'd calculate
multiples like
EV/EBITDA and
P/E, apply them
to the target
company, and
derive an implied
valuation range.
This works best
for companies
with clear peers."
Precedent
Transactions
(Precedents):
"Second, I would
analyze similar

M&A deals that
have closed.
These multiples
often include a
control premium,
so they provide a
higher valuation
range. This
method is useful
when there are
recent, relevant
transactions."
Discounted
Cash Flow
(DCF): "Lastly, I
would build a
DCF model. This
involves
projecting the
company's free
cash flows into
the future and
discounting them
back to present
value using the
weighted
average cost of
capital (WACC).
The DCF is the
most intrinsic
valuation and
provides a
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standalone
value, but it is
highly sensitive
to assumptions
like the terminal
growth rate and
WACC."

Conclude  by  saying
you would use a blend
o f  a l l  t h r e e  t o
triangulate a valuation
range,  with  greater
weight  given  to  the
most  reliable  methods
for  that  specific
company and industry.

Why Do
We Add
Back
Depreciat
ion?
T h i s  t e s t s  y o u r
understanding  of  cash
flow  vs.  accrual

accounting.  A  good
answer:  "Depreciation
is a non-cash expense.
When a company buys
a long-term asset, the
cash  is  spent  upfront
(Capex).  Depreciation
spreads that cost over
the  asset's  useful  life
o n  t h e  i n c o m e
statement,  but  no
additional cash is spent
each  year.  So  when
calculating  cash  flow
from  operations,  we
add  back  depreciation
because it reduced net
i n c o m e  w i t h o u t
reducing  cash."

ACCOUNTING AND
MODELING
SCENARIOS:
INTERMEDIATE
QUESTIONS

Beyond  the  basics,
interviewers  often
present  hypothetical
scenar ios .  These
questions  assess  your
problem-solving  skills
and your comfort with
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financial logic.

What
Happens
to the
Three
Statemen
ts When
a
Company
Issues
$100 of
Debt?
T h i s  i s  a  c l a s s i c
scenario. Walk through
step by step.
"First,  on  the  Cash

Flow Statement, cash
increases  by  $100  in
the  financing  section.
O n  t h e  B a l a n c e
Sheet, cash (an asset)
increases by $100, and
deb t  ( a  l i ab i l i t y )
increases by $100,  so
the  balance  sheet
balances. The Income
Statement  is  initially
unaffected  because  no
interest  has  been
accrued yet.  However,
moving  forward,  the
company  wil l  have
interest  expense,
which  will  reduce  net
income."
A lways  keep  your
r e s p o n s e
conversational.  The
interviewer might then
a s k ,  " W h a t  i f  t h e
company  uses  that
$ 1 0 0  t o  b u y
equipment?" Then you
must  explain  the  new
layer: cash goes down
by  $100,  but  PP&E
goes  up,  depreciation
begins, and net income



8

8 Investment Banking Interview
Questions And Answers

2023-06-13

decreases  over  time.
P r a c t i c e  t h e s e
cascade  effects  until
t h e y  b e c o m e
instinctive.

What Is
Enterpris
e Value
vs. Equity
Value?
Understanding  this
distinction is crucial for
interview  success.
Enterprise value (EV) is
the  total  value  of  the
c o m p a n y  t o  a l l
i n v e s t o r s  ( d e b t
holders, equity holders,
etc.).  Equity  value  is
j u s t  t h e  v a l u e  t o
shareholders.  The
formula:  Enterprise
Value = Equity Value
+ Total Debt – Cash
(and often + Preferred

S t o c k  +  M i n o r i t y
Interest).  Explanation:
"Equity value tells you
what  the  shares  are
worth, but to truly buy
the  entire  company,
you'd need to assume
its debt (because you'd
be  responsible  for
paying it off) and you'd
get  to  keep  its  cash
(which  reduces  the
purchase  price)."  This
i s  a  f ounda t i ona l
concept  fo r  many
valuation questions.

BEHAVIORAL AND
FIT QUESTIONS:
THE HUMAN
ELEMENT

Technical  skills  are
necessary, but they are
rarely  sufficient.  Every
investment bank wants
to  know  i f  you  can
survive  the  culture.
Behavioral  questions
are designed to assess
y o u r  r e s i l i e n c e ,
t e a m w o r k ,  a n d
genuine interest in the
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i n d u s t r y .  W h e n
preparing investment
banking  interview
q u e s t i o n s  a n d
answers  for  these,
always  use  the  STAR
method  (Situation,
Task,  Action,  Result).

Tell Me
About a
Time You
Worked
Under
Pressure
Investment  banking  is
defined  by  tight
deadlines.  Your  story
should be concrete and
relevant. For example,
"During my internship,
I  was  tasked  w i th
building  a  DCF  model
f o r  a  c l i e n t

presentation  that  was
moved  forward  by
three  hours.  I  had  to
quickly  prioritize  the
m o s t  c r i t i c a l
assumptions, verify the
d a t a ,  a n d
communicate  progress
every  30  minutes  to
m y  a s s o c i a t e .  I
delivered the model on
time,  and  the  client
closed  the  deal  the
next week." This shows
you can handle stress
without breaking down.

Why
Investme
nt
Banking?
This is your opportunity
to show passion. Avoid
generic answers like "I
like  finance."  Instead,
connect it to a personal
experience  or  specific
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event.  "I've  always
been  fascinated  by
how  companies  grow.
D u r i n g  a  c a s e
competition  analyzing
a  tech  acquisition,  I
r e a l i z e d  t h a t
investment  banking
sits at the intersection
o f  s t r a t e g y ,
nego t i a t i on ,  and
quantitative analysis. I
love the idea of helping
a  c o m p a n y  r a i s e
capital  to  expand  its
vision or advising on a
transformative  M&A
deal.  The  intensity  of
the work and the steep
learning  curve  are
e x a c t l y  w h a t  I ' m
looking for in the early
stages of my career."

What Is
Your

Greatest
Weaknes
s?
Don't  say  "I  work  too
hard." That is a cliché.
Instead,  pick  a  real
weakness that you are
actively  addressing.
"Earlier in my career, I
s t r u g g l e d  w i t h
de lega t i ng  t asks
because  I  wanted  to
control everything. I've
been  working  on  this
by  explicitly  trusting
my  teammates  with
smaller  deliverables
and  providing  clear
instructions  upfront.  I
have seen that this not
o n l y  r e d u c e s  m y
workload but also helps
the  team  grow."  This
demonstrates  self-
a w a r e n e s s  a n d  a
c o m m i t m e n t  t o
improvement.
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MARKET AND
INDUSTRY
KNOWLEDGE
QUESTIONS

Senior  bankers  expect
you  to  be  aware  of
current  events.  Show
tha t  you  l i ve  and
breathe finance. This is
not  about  memorizing
stock prices but about
understanding themes.

What Is
Driving
M&A
Activity in
the Tech
Sector

Right
Now?
A strong answer might
be:  "I  see  a  few  key
drivers.  First,  high
interest  rates  have
slowed  down  growth-
stage  funding,  forcing
many  tech  companies
to  seek  s t ra teg i c
buyers  for  liquidity.
Second,  large  tech
firms  are  aggressively
a c q u i r i n g  A I  a n d
mach ine  learn ing
startups  to  embed
those  capabilities  into
their existing products.
Th i rd ,  regu la tory
crackdowns  in  certain
j u r i sd i c t i ons  a re
p r o m p t i n g  s o m e
companies  to  divest
non - co re  asse t s ,
creating  a  wave  of
carve-out  deals."  This
shows  you  f o l l ow
trends, not just trivia.
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How Do
You Stay
Informed
About the
Financial
Markets?
Be specific.  "I  start  my
morning  reading  the
Wall  Street  Journal's
'Heard  on  the  Street'
column  and  the  FT's
'Lex'  column.  I  also
listen to the 'Odd Lots'
podcast  during  my
c o m m u t e  t o
understand  macro
trends.  For  industry-
specific  news,  I
s u b s c r i b e  t o
P i tchBook 's  da i ly
newsletter. I also try to
read  one  10-K  per
week from a company
in  an  industry  I  find

interest ing."  This
demonstrates  genuine
curiosity and discipline.

BRAIN TEASERS
AND LOGIC
QUESTIONS

While  less  common
today, some shops still
u s e  t h e m  t o  t e s t
mental agility. Prepare
by  practicing  mental
math  and  logic.  For
example:  "How  many
golf balls fit in a school
bus?"  Don' t  worry
a b o u t  t h e  e x a c t
number;  explain  your
reasoning step by step.
Estimate  volume  in
cubic  feet,  then  golf
ba l l  vo lume,  then
account  for  packing
inefficiency.  Show  that
you can break down a
complex  p rob lem
logically.

HOW TO PREPARE
FOR THE
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INTERVIEW DAY

Preparation  extends
beyond  memorizing
quest ions .  Do  the
following:

Know your1.
resume cold:
Be ready to
discuss every
line, transaction,
or role with
specific details.
Prepare2.
questions for
the
interviewer:
Ask about their
recent deals, the
firm's culture
regarding
mentorship, or
how the team
views the current
market
environment.
Practice3.
mental math:
Skip the
calculator for
basic
multiplication,

division, and
growth rates.
Dress4.
impeccably:
Formal business
attire is non-
negotiable.
Be prepared5.
for a long day:
You may have 6
to 8 back-to-back
interviews. Stay
hydrated and
have a snack in
your bag.

CONCLUSION

Acing  an  investment
banking  interview
requires  a  systematic
a p p r o a c h .  B y
thoroughly  preparing
both  the  technical
investment  banking
interview  questions
and answers and the
b e h a v i o r a l
components ,  you
signal to recruiters that
y o u  a r e  s e r i o u s ,
capable,  and ready to
contribute  from  day
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one.  Remember  that
authenticity  matters
j u s t  a s  m u c h  a s
accuracy.  The  best
a n s w e r s  a r e  n o t
scr ipted;  they  are
structured,  confident,
and  delivered  with

genuine  enthusiasm.
Combine  d i l i gent
preparation  with  a
calm  demeanor,  and
you will be well on your
way  to  breaking  into
the  high-stakes  world
of investment banking.


