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The journey toward becoming a credentialed actuary is characterized by a series of rigorous examinations 

designed to test not only mathematical proficiency but also the ability to apply complex theoretical frameworks to 

real-world financial scenarios. Among these, Exam FM (Financial Mathematics)—also known as Exam 2—serves 

as a critical foundation. It introduces candidates to the fundamental concepts of interest theory, annuities, loans, 

bonds, and basic financial derivatives. To navigate this challenging syllabus, the ASM Study Manual for Exam FM

has emerged as an industry-standard resource, renowned for its depth, pedagogical structure, and technical

accuracy.

The Landscape of Actuarial Certification and Exam FM

Exam FM is administered by the Society of Actuaries (SOA) and the Casualty Actuarial Society (CAS). The primary

objective of the exam is to ensure that candidates possess a firm understanding of the fundamental concepts of

financial mathematics and how those concepts are applied in calculating present and accumulated values for

various streams of cash flows. These skills are indispensable for future work in insurance pricing, loss reserving,

investment income analysis, and valuation of contingent risks.

The ASM (Actuarial Study Materials)program, particularly its 11th edition for Exam FM, provides a

comprehensive curriculum that bridges the gap between undergraduate-level mathematics and the specialized

requirements of the actuarial profession. With over 500 pages of instructional content, the manual is designed to

transform theoretical knowledge into exam-day proficiency.

Structural Overview of the ASM Study Manual for Exam FM

The ASM Study Manual is structured to facilitate sequential learning, moving from basic interest rates to complex

immunization strategies. The manual typically includes several key components that differentiate it from standard

academic textbooks:

•  Comprehensive Syllabus Coverage: Every topic listed in the SOA/CAS learning objectives is covered in 

meticulous detail.

•  Step-by-Step Examples: Over 200 instructional examples are embedded within the text to demonstrate the 

application of formulas.

•  Exercise Sets: Each chapter concludes with 570+ exercises designed to reinforce the specific concepts 

discussed.

•  Comprehensive Problem Bank: Access to over 1000 problems, including original questions and past exam 

queries.

•  Practice Exams: A series of full-length mock exams that are intentionally calibrated to be slightly more difficult 

than the actual SOA exam.

Table 1: Metric Overview of ASM Study Manual (11th Edition)



Feature Quantity/Detail Purpose

Total Content Pages 500+ Pages Deep conceptual coverage

Instructional Chapters 9-11 (Depending on Edition) Organized syllabus flow

Embedded Examples 200+ Immediate concept application

Practice Exercises 570+ Modular skill reinforcement

Cumulative Problem Bank 1000+ Problems Total exam readiness

Target Exam Body SOA / CAS / IFOA Global actuarial standards

Core Theoretical Framework: The Time Value of Money

At the heart of Exam FM lies the Time Value of Money (TVM). The ASM manual begins by establishing the

mathematical foundations of accumulation functions and interest rates. Actuarial candidates must distinguish

between simple interest, compound interest, and the force of interest.

Mathematical Foundations

The accumulation function, denoted as a(t), represents the value at time tof an initial investment of 1 at time 0. For

compound interest, this is expressed as:

a(t) = (1 + i)^t

Where i is the effective annual interest rate. The manual goes further into the Force of Interest (;B•, which is the

instantaneous rate of growth. The relationship between the accumulation function and the force of interest is

defined by the integral:

a(t) = exp("+ ;E÷2�G2• from 0 to t.

Understanding these continuous-time models is vital for solving problems where interest rates change dynamically

over time, a common theme in higher-level actuarial work.

Detailed Technical Analysis: Annuities and Complex Cash Flows

A significant portion of the ASM Study Manual is dedicated to Annuities. An annuity is a sequence of payments

made at equal intervals. The manual classifies these into several categories, each requiring a specific formulaic

approach:

1.  Annuity-Immediate: Payments are made at the end of each period.

2.  Annuity-Due: Payments are made at the beginning of each period.

3.  Perpetuities: Annuities that continue indefinitely.

4.  Increasing/Decreasing Annuities: Payments that follow an arithmetic or geometric progression.

The Present Value Formula

The present value of an annuity-immediate with n payments and interest rate i is calculated as:

PV = [1 - (1 + i)^-n] / i



The ASM manual teaches candidates how to manipulate these formulas for non-standard periods, such as when

payments occur more or less frequently than interest is compounded (m-thly payments). This requires the

derivation of nominal interest rates and discount rates, a technical hurdle where many students struggle without the

structured guidance of a manual.

Technical Workflows: Bond Valuation and Amortization

Bond valuation is another pillar of the Exam FM syllabus. The ASM manual provides a rigorous workflow for

determining the price of a bond, the book value at any point in time, and the amortization of premium or accrual of

discount.

The Pricing Formula

The price of a bond is the present value of its future cash flows (coupons and redemption value). The manual

utilizes the formula:

P = Fr (a_n|i) + C(1 + i)^-n

Where:P: Price of the bondF: Face valuer: Coupon rate per periodC: Redemption valuei: Yield rate per periodn:

Number of periods to maturity

The ASM manual provides detailed tables and "Makeham’s Formula" as an alternative approach for students to

verify their calculations, ensuring multiple pathways to the correct solution on exam day.

Comparison & Evaluation: ASM vs. The Real SOA Exam

One of the most frequent discussions in actuarial forums, such as r/actuary, is the difficulty level of ASM practice

exams compared to the actual SOA exam. Historical data and student feedback suggest that ASM maintains a

"over-preparation" strategy.

Table 2: ASM Practice Exams vs. Actual SOA Exam



Metric ASM Practice Exams Actual SOA Exam FM

Difficulty Level Significantly Higher (7/10 to 9/10) Standardized (5/10 to 6/10)

Question Complexity Multivariate, multi-step logic Direct application of syllabus

Time Pressure Intense; requires high speed Moderate to Intense

Pedagogical Goal Identify weak points via failure Assess minimum competency

Success Correlation Passing ASM Exam 5+ usually 
correlates to a 9 or 10 on the real 
exam

Requires 70%+ correct for a pass 
(Score 6)

The 11th Editionof the ASM manual specifically addresses the evolution of the exam, incorporating more

conceptual questions that the SOA has recently favored over purely computational ones.

Digital Integration: Leveraging the GOAL Platform

Modern actuarial study has shifted toward hybrid models. The ASM Study Manual Program now includes GOAL 

(Guided Online Actuarial Learning). This digital platform complements the printed manual by providing:

•  Customizable Quizzes: Students can filter questions by topic (e.g., only bonds) and difficulty level.

•  Detailed Performance Analytics: Identifying which chapters require more review based on time spent and 

accuracy.

•  Predictive Scoring: A metric that estimates the likelihood of passing the real exam based on practice 

performance.

•  Instructional Videos: For the 11th edition, certain manual programs include video walkthroughs of the most 

difficult concepts, such as Redington Immunization.

Advanced Financial Concepts: Immunization and Duration

As candidates progress through the ASM manual, they encounter Asset-Liability Management (ALM). This 

involves protecting a portfolio from changes in interest rates through Duration and Convexity.

Macaulay Duration

Macaulay Duration is the weighted average time until cash flows are received. The ASM manual breaks this down

into a manageable formula:

D_mac = ["� (t * PV_t)] / ["� PV_t]

Students are taught that for a portfolio to be "Redington Immunized," three conditions must be met:The present

value of assets must equal the present value of liabilities.The duration of assets must equal the duration of

liabilities.The convexity of assets must be greater than the convexity of liabilities.

The manual provides rigorous proof-based exercises to ensure students understand whythese conditions protect

against small parallel shifts in the yield curve, rather than just memorizing the rules.

Practical Implementation: A 12-Week Strategic Roadmap

To successfully utilize the ASM Study Manual, a structured timeline is essential. Actuarial experts generally



recommend a 300-hour study commitment for Exam FM.

Week 1-4: Foundation Building

Focus on Chapters 1 through 3 of the ASM manual. Master the time value of money, nominal versus effective rates,

and simple annuities. Complete every exercise in the manual to ensure the fundamentals are reflexive.

Week 5-8: Advanced Cash Flows and Bonds

Move into Chapters 4 through 7. This is where the manual covers increasing annuities, loan amortization, and bond 

pricing. Use the GOAL platform to take chapter-specific quizzes to verify retention.

Week 9-10: ALM and Derivatives

Study immunization, duration, and the basic financial derivatives section. These topics are often fewer in number 

on the exam but are high-weight in terms of complexity. The ASM manual’s deep dive into Modified Durationis

particularly helpful here.

Week 11-12: The "ASM Gauntlet"

Dedicate the final two weeks to the ASM Practice Exams. Students should take at least 5 to 6 full-length exams

under timed conditions. Reviewing the solutions in the manual is just as important as taking the test; ASM provides

detailed explanations for why every incorrect answer is wrong.

Case Study: Overcoming Failure in Exam FM

Consider a candidate who failed Exam FM with a score of 5 (just below the passing score of 6). Upon reviewing 

their performance using the ASM diagnostics, they realized they were proficient in interest theory but struggled with 

varying annuities and convexity calculations.

The Solution:The candidate spent two weeks focused exclusively on the ASM manual’s chapter on "Annuities

with Payments in Arithmetic Progression." By working through the 100+ specialized problems in the manual and

using the GOAL platform to simulate "Level 7" difficulty questions, the candidate increased their speed. On the

subsequent attempt, the candidate achieved a score of 9, citing the ASM practice exams as the primary reason the

real exam felt "manageable."

Addressing Common Challenges and Troubleshooting

Even with a high-quality manual, certain topics remain notoriously difficult. The ASM manual identifies these "failure

modes" and provides strategies to overcome them:

•  The Calculator Hurdle: Most Exam FM questions are solved using the TI-BA II Plus professional calculator. 

The ASM manual includes a specific "Calculator Guide" to teach students how to use the TVM worksheets 

efficiently, which can save 30-60 seconds per question.

•  Rounding Errors: In multi-step bond problems, rounding intermediate values can lead to incorrect final 

answers. ASM emphasizes keeping values in the calculator's memory.

•  Conceptual Ambiguity: Distinguishing between "yield rate" and "coupon rate" in bond problems. The manual 

uses consistent terminology and comparative examples to clarify these distinctions.

Broader Implications for Actuarial Careers

Mastering the content within the ASM Study Manual for Exam FM is about more than just passing a test. The 

principles of interest theory and financial valuation are the bedrock of the actuarial profession. A candidate who 



deeply understands the mechanics of immunization and the term structure of interest rates will find subsequent 

exams, such as Exam QFI (Quantitative Finance and Investment) or Exam ALM, much more approachable.

Furthermore, the discipline developed through the ASM study method—rigorous practice, technical precision, and

the ability to handle high-pressure testing—prepares candidates for the professional demands of the actuarial field.

In an industry where accuracy is paramount, the ASM manual serves as the first major training ground for the

meticulous standards expected of a Fellow of the Society of Actuaries (FSA) or a Fellow of the Casualty Actuarial

Society (FCAS).

Ultimately, the 11th edition of the ASM manual for Exam FM remains an essential investment for any aspiring

actuary. By combining exhaustive theoretical explanations with a brutal but effective practice regimen, it ensures

that candidates are not merely "ready to pass," but are masters of the financial mathematics that will define their

professional lives.
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