Top Investment Banking Interview Questions 1

Top Investment
Banking Interview

Questions

Top
Investment
Banking
Interview
Questions

MASTERING THE
TOP INVESTMENT
BANKING
INTERVIEW
QUESTIONS: YOUR
COMPLETE GUIDE
TO SUCCESS

Downloaded from

www.everybodystreet.com
by Jairo & Hayden

Landing a role in
investment banking is
one of the most
competitive and
rewarding career
achievements in
finance. Every year,
thousands of ambitious
candidates apply for a
handful of positions at
bulge bracket banks,

elite boutiques, and
middle-market  firms.
To stand out, you must
be thoroughly
prepared—not just for
the technical grilling
but also for the
behavioral and fit-
based discussions that
reveal your true
potential. This article
dives deep into the top
investment banking
interview questions
you will face, explains
why they are asked,
and provides a clear
roadmap for crafting
powerful, memorable
answers.

Whether you are a
current student


https://www.everybodystreet.com/

targeting summer
internships, a recent
graduate pursuing full-
time analyst roles, or a
professional looking to
transition into
investment banking,
understanding the
nuances of these
guestions is essential.
The best candidates do
not merely recite
memorized answers;
they demonstrate
financial acumen,
genuine curiosity, and
a relentless work ethic.
Let us explore every
category of questions
that will help you
differentiate  yourself
from the competition.

WHY INVESTMENT
BANKING
INTERVIEWS ARE
SO DEMANDING

Investment banks
invest heavily in their
junior talent. They
expect new analysts
and associates to work

long hours, handle
immense pressure, and
contribute to high-
stakes deals from day
one. The interview
process is deliberately
intense to filter for
resilience, quick
thinking, and a deep
understanding of
finance. Beyond the
surface, interviewers
assess your cultural fit,
your ability to
communicate complex
ideas succinctly, and
your genuine passion
for the work.
Consequently, the top
investment banking
interview questions are
designed to probe both
your intellectual
horsepower and your
interpersonal skills.

TECHNICAL
QUESTIONS: THE
FOUNDATION OF
EVERY INTERVIEW

2 Top Investment Banking Interview 2023-06-20
Questions



Top Investment Banking Interview Questions 3

Walk Me
Through
a DCF
Model

This is arguably the
most famous technical
question in banking
interviews. When
asked to walk through
a Discounted Cash
Flow (DCF) model, you
must demonstrate that
you understand not
only the mechanics but
also the underlying
logic. Start by
explaining that the DCF
values a company
based on its future free
cash flows, discounted
back to the present
using a discount
rate—typically the
Weighted Average Cost
of Capital (WACCQC).
Outline the key

components: projecting
free cash flows for a
discrete period,
calculating a terminal
value using either the
perpetuity growth
method or the exit
multiple approach, and
summing the present
values. Do not forget to
discuss the importance
of sensitivity analysis
and the model's
limitations. A strong
answer shows that you
know when a DCF is
appropriate and when
other valuation
methods might be
better.

What Is
the
Differenc
e



Between

Value plus Net Debt
(Total Debt minus
Cagh), plus preferred

Ente rpsrcls and minority

e Valu

and

Equity

Value?

This question tests

your grasp of
fundamental corporate
finance. Enterprise

Value (EV) represents
the total value of a
company to all capital
providers—both debt

and equity
holders—whereas
Equity Value
represents value

attributable to
shareholders alone. A
crisp explanation
should include the
formula: Enterprise
Value equals Equity

interest, if applicable.

terviewers want to

nfirm that you
understand why we
use EV in valuation
multiples like
EV/EBITDA, while
Equity Value s
relevant for metrics
like Price-to-Earnings
(P/E).

How Do
the Three
Financial
Statemen
ts Link
Together
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?

You must be able to
explain the
interconnectivity of the
Income Statement,
Balance Sheet, and
Cash Flow Statement
with clarity and
confidence. Net income
flows from the Income
Statement to the top of
the Cash Flow
Statement. After
adjusting for non-cash
items like depreciation
and changes in
working capital, the net
change in cash
reconciles to the cash
line on the Balance
Sheet. Meanwhile, net
income also flows into
retained earnings
within shareholders'
equity. A stellar answer
goes beyond the
basics: illustrate with a
simple example, such
as a $100 increase in
revenue, and trace the

effects  through all
three statements. This
demonstrates that you
can think dynamically
about financial data.

Explain a
Leverage
d Buyout
(LBO)
Model

An LBO is a
cornerstone of private
equity and investment
banking. When asked
to explain an LBO
model, describe it as
an acquisition where a
significant portion of
the purchase price is
financed with debt,
with the goal of
generating high
returns on equity.
Outline the key drivers:
purchase price, debt



financing structure,
operating
improvements, and

exit multiple or year.
Show that you
understand that the
debt is repaid using the
target company's cash
flows over the holding
period, and the
ultimate return is
realized upon exit.
Interviewers value
candidates who can
describe not just the
steps but also the risk
factors, such as high
leverage and cyclical
industry risks.

What Is
the
Differenc
e

Between
Revenue
and Net
Income?

While seemingly
simple, this question
assesses whether you
can communicate
fundamental concepts
with precision.
Revenue is the total
amount generated
from selling goods or
services before any
expenses are
deducted. Net income,
often called the bottom
line, is the profit
remaining after all
costs—including

operating expenses,
interest, taxes, and
depreciation—have
been subtracted. A
polished answer might
mention revenue
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recognition principles,
profit margins, and
how net income
reflects operational
efficiency and
profitability.

BEHAVIORAL
QUESTIONS:
SHOWCASING
YOUR FIT AND
CHARACTER

Why
Investme
nt
Banking?

This is the most
frequent behavioral
question you will
encounter, and it can
make or break your
candidacy. A weak
answer focuses solely
on money or prestige.
A compelling answer
weaves a narrative

around intellectual
curiosity, passion for
deal-making, analytical
rigor, and a genuine
desire to learn from
the best. Mention
specific aspects of the
job—building complex

financial models,
working on
transformative M&A
transactions, or
advising top
executives. Also,

connect your personal
experiences (past
internships,
coursework, or self-
directed learning) to
your interest in
banking. Authenticity
resonates strongly with
interviewers.

Why Our
Bank?

Generalized praise will
not suffice. You must
demonstrate that you
have done your



homework. Research
the bank's specific
strengths: its leading
industry coverage
(e.g., technology,
healthcare, energy),
recent landmark deals,
office culture, training
programs, and alumni
network. Reference a
particular transaction
the bank advised on
and explain why it
excites you.
Furthermore, articulate
how your skills and
background align with
the bank's culture and
client base. Specificity
signals genuine
interest and effort.

Tell Me
About a
Time You

Worked
Under
Pressure

Investment banking is
synonymous with high-
pressure
environments.
Interviewers want
evidence that you can
handle tight deadlines,
demanding
stakeholders,
unexpected
challenges. Choose a
story that showcases

and

resilience, problem-
solving, and
composure. Use the
STAR method
(Situation, Task,
Action, Result) to
structure your

response. Emphasize
what you learned and
how you adapted.
Avoid

exaggerating—honesty
and self-awareness are
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valued traits.

Describe
a
Leadershi

P
Experienc

e

Even junior bankers
are expected to take
initiative and lead
aspects of a deal.
Share an example from
a team project, club,
volunteer activity, or
professional setting
where you guided
others, resolved
conflict, or drove a
result. Focus on your
specific actions and the
outcome, rather than
taking credit for the
entire team's work.

Demonstrating humility
alongside leadership
ability is particularly
impressive in finance
interviews.

What Is
Your
Greatest
Weaknes
S?

This classic question is
often mishandled.
Avoid clichés like "I
work too hard" or "l am
a perfectionist."”
Instead, identify a
genuine weakness that
is not a core
competency for the
role, and explain the
concrete steps you are
taking to improve. For
example, you might
discuss public speaking
anxiety and mention



joining a speaking club
or practicing with small
groups. Growth
mindset and self-
awareness are the
underlying qualities

interviewers assess
here.
FIT QUESTIONS:

ALIGNING YOUR
VALUES WITH THE
FIRM

How Do
You
Handle
Criticism?

Banking culture often
involves direct and
frequent feedback. A
mature response
acknowledges that
constructive criticism is
essential for growth.
Share a specific
instance when you

10

received difficult
feedback, how you
processed it, and the
improvements you
made. Emphasize
emotional intelligence
and a desire to
continuously get
better.

Where Do
You See
Yourself
In Five
Years?

While you may not
know the exact
trajectory, interviewers
want to see ambition
and a logical career
vision. A common path
includes moving from
analyst to associate,
potentially pursuing an
MBA, and then
advancing to a senior

10
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role in banking or
transitioning to private
equity, venture capital,
or corporate
development. Show
that you have thought
seriously about your
long-term goals while
remaining open to the
experiences that
banking provides.

Tell Me
About a
Time You
Disagree
d with a
Team
Member

Collaboration is crucial
in deal teams. Choose
an example that
illustrates your ability

to engage in respectful
debate, listen to
alternative
perspectives, and
arrive at a better
collective outcome.
Avoid portraying
colleagues negatively;
instead, focus on the
issue and how
professional dialogue
led to a stronger
solution. This
demonstrates that you
can be both assertive
and collaborative.

BRAINTEASERS
AND MARKET
AWARENESS
QUESTIONS

How
Many
Golf Balls




12

Fitin a

What Is

BoeingHappenin

1477

Guesstimate questions
test your logical
reasoning, numerical
comfort, and ability to
think on your feet.
There is no single
correct answer;
interviewers assess
your process. State

your assumptions
clearly (e.g., cabin
dimensions, seat

configuration, luggage
space) and perform
back-of-the-envelope
calculations. Stay calm,
narrate your steps, and
maintain a sense of
humor. Practice a few
common guesstimates
before your interview
to build confidence.

g in the
Financial
Markets
Right
Now?

This question might
appear at the start of
the interview or as a
spontaneous check on
your curiosity. Read
the Wall Street Journal,
Financial Times, or
Bloomberg daily. Be
ready to discuss a
current trend—interest
rate movements, IPO
activity, M&A trends, or
geopolitical events
affecting markets—and
offer a brief, thoughtful
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opinion. Demonstrate
that you consume
financial news
habitually and can
connect broader
themes to investment
banking activity.

HOW TO PREPARE
FOR INVESTMENT
BANKING
INTERVIEWS
EFFECTIVELY

Preparation goes
beyond memorizing
answers to the top
investment banking
interview questions.
Build a structured

study plan that
includes these
elements:
e Technical
mastery:

Dedicate at least
two weeks to
reviewing
accounting,
valuation, DCF,
LBO, and M&A
concepts. Use

13

reputable guides
and practice
modeling
exercises.
Behavioral
stories: Write
out ten to twelve
detailed stories
using the STAR
format covering
leadership,
teamwork,
failure, pressure,
and analytical
problem-solving.
Rehearse them
aloud.

Mock
interviews:
Practice with
friends, mentors,
or professional
coaches. Record
yourself to
identify filler
words and areas
for improvement.
Industry
research: Know
the bank's recent
deals, key
bankers, and



reputation in
your target
industry group.

e Current events:
Build a habit of
following
financial news
daily. Summarize
key stories and
consider their
implications for
deal flow.

Confidence in an
interview stems from
thorough preparation.
When you understand
the why behind each

14

question, you will
answer naturally and
compellingly.
COMMON
MISTAKES TO
AVOID

Even well-prepared

candidates sometimes
stumble. Avoid these
frequent pitfalls:

e Memorizing

Robotic
responses feel
insincere.
Understand
concepts and
speak naturally.

e Being

arrogant:
Confidence is
attractive;
arrogance is off-
putting. Balance
self-assurance
with humility.

e Not asking
thoughtful
questions: At
the end of the
interview, always
have two or
three insightful
questions about
the role, team, or
culture.

e Neglecting the
basics: Even a
small calculation
error in a simple
DCF question can
undermine your
credibility.

answel.'s * Pretending to
verbatim:
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know
something you
do not: It is
perfectly
acceptable to
say, "l do not
know the exact
answer, but here
is how | would
approach it."

SAMPLE
QUESTIONS TO
PRACTICE TODAY

To accelerate your
preparation, here is a
consolidated list of
some of the top
investment banking
interview questions
you should practice:

1. Walk me through
a DCF valuation.

2. What is the
difference
between
enterprise value
and equity
value?

3. How do the three
financial

statements
connect?

4. Why investment
banking?

5. Why our bank?

6. Tell me about a
time you led a
team through a
difficult situation.

7. How do you
calculate free
cash flow?

8. What is the
impact of a $10
increase in
depreciation on
the income
statement, cash
flow, and balance
sheet?

9. Describe a time
you failed and
what you
learned.

10. What is your
opinion on a
current M&A deal
in the news?

Work through each
question methodically.
If you struggle with a
particular concept,



revisit your technical
guides or seek
clarification from a
mentor. Consistency
and repetition are key.

CONCLUSION

16

undeniably

challenging, but they
are also your
opportunity to shine.
By mastering the top
investment banking
interview questions

Investment banking across technical,
interviews are Dbehavioral, and market
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