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Introduction

When you hear the phrase investment banking brain teasers, you might picture a boardroom full of analysts

juggling numbers, or a hiring manager asking you to solve a puzzle under a ticking clock. In reality, these

challenges are a carefully curated way for banks to gauge a candidate’s analytical prowess, creativity, and

composure under pressure. They are not just random riddles; they are designed to mirror the high �stakes,

data �heavy environment that defines investment banking. This article explores why these puzzles matter, the

different types you’ll encounter, practical examples, and how to prepare so you can walk into your interview

confident and ready to impress.

Why Investment Banking Brain Teasers Matter

Investment banks operate in a world where a single decision can influence billions of dollars. Therefore, the people

they hire must be able to:

•  Process complex information quickly

•  Identify hidden patterns or anomalies

•  Communicate findings clearly and concisely

•  Remain calm when faced with ambiguity

Brain teasers serve as a microcosm of these real �world scenarios. They test a candidate’s ability to think on their

feet, apply financial logic, and structure a solution in a coherent narrative—all within a tight time frame.

Types of Brain Teasers in Investment Banking Interviews

1. Numerical and Ratio Problems

These puzzles focus on arithmetic, ratios, and basic financial calculations. They may involve quick estimations or

detailed calculations, depending on the bank’s preference.

2. Logical Puzzles

These require deductive reasoning and pattern recognition. They often have a “story” element that disguises the

underlying logic.

3. Case �Based Brain Teasers

These are mini �case studies that simulate real deal situations, such as evaluating a potential merger or assessing a

market entry strategy.

4. Word and Riddle Challenges

Less common, but some firms use wordplay or lateral �thinking riddles to assess creative problem �solving.

Example 1: The Classic “Two Trains” Puzzle

“Two trains leave opposite ends of a 300 �mile track heading toward each other. One train travels at 60 mph, the

other at 40 mph. How long will it take before they meet?”



Solution: Combine speeds (60 + 40 = 100 mph). Divide distance by combined speed: 300 ÷ 100 = 3 hours.

Why it’s useful: It tests basic arithmetic and the ability to translate a verbal problem into a simple equation.

Example 2: The “Missing Dollar” Riddle

“Three people check into a hotel room that costs $30. They each pay $10. Later, the manager realizes the room

should have cost $25 and refunds $5. The hotel gives each guest $1 back and keeps $2. Now each guest has paid

$9, totaling $27, plus the $2 the manager kept equals $29. Where is the missing dollar?”

Solution: The $27 includes the $2 kept by the manager. The missing dollar is a trick; the correct total is $30 (27 + 3

back).

Why it’s useful: It highlights logical fallacies and encourages careful reading of the problem statement.

Example 3: A Mini �Deal Evaluation

“Company A is considering acquiring Company B. Company B’s annual revenue is $200 million, EBITDA margin is

12%, and the industry average P/E ratio is 15x. Company A’s valuation is $1.5 billion. Should Company A proceed?”

Solution steps:

1.  Calculate Company B’s EBITDA: $200m × 12% = $24m.

2.  Estimate Enterprise Value (EV): $24m × 15 = $360m.

3.  Compare EV to Company A’s valuation: $360m vs. $1.5bn.

4.  Assess strategic fit, synergies, and potential discount.

5.  Conclusion: If synergies add at least $1.14bn, the acquisition may be worthwhile; otherwise, it’s overpriced.

Why it’s useful: It mirrors a real M&A assessment, requiring quick financial calculations and strategic judgment.

How to Prepare for Investment Banking Brain Teasers

1. Master Basic Math and Finance Concepts

Refresh your knowledge of:

•  Percentages, ratios, and compound interest

•  Financial statement analysis (income statement, balance sheet, cash flow)

•  Valuation multiples (P/E, EV/EBITDA, DCF basics)

2. Practice with Timed Exercises

Use online resources that offer timed puzzles. Simulate the interview environment: set a timer, solve quickly, then

review your approach.

3. Develop a Structured Problem �Solving Framework

When faced with a new puzzle, follow these steps:

1.  Read the question carefully and identify key data points.

2.  State your assumptions explicitly.

3.  Choose a suitable method (e.g., arithmetic, logical deduction).

4.  Solve step �by �step, verbalizing your reasoning.

5.  Double �check calculations and assumptions.

4. Learn to Communicate Your Thought Process



Interviewers value clarity. Practice explaining your solution aloud, as if you were presenting to a senior partner.

5. Review Common Pitfalls

Be wary of:

•  Misreading the question or overlooking data

•  Getting stuck on one approach and not exploring alternatives

•  Over �complicating simple problems

•  Failing to articulate assumptions

Common Mistakes and How to Avoid Them

Misinterpreting the Problem Statement

Always read the question twice. Highlight or underline key numbers and terms.

Rushing Without a Plan

It’s tempting to jump straight into calculations, but a brief planning phase saves time and reduces errors.

Neglecting to Verify Answers

After solving, run a quick sanity check: does the answer make sense in the context of the problem?

Tips for Success During the Interview

•  Stay Calm: Breathe, take a moment to absorb the question, and then begin.

•  Speak Clearly: Articulate each step; this demonstrates confidence and clarity.

•  Use Visual Aids: A quick sketch or a whiteboard can help organize thoughts.

•  Ask Clarifying Questions: If a detail is ambiguous, seek clarification before proceeding.

•  Show Flexibility: If the first approach stalls, pivot to an alternative method.

Resources for Practice

1.  Investment Banking Interview Prep Books – Many include sections on brain teasers and case studies.

2.  Online Puzzle Platforms – Websites like Brilliant.org or Khan Academy offer logic puzzles and math drills.

3.  Mock Interviews – Practice with peers or mentors who can simulate the interview environment.

4.  Financial Modeling Courses – Strengthen your quantitative skills and apply them to real �world scenarios.

Conclusion

Investment banking brain teasers are more than a quirky interview gimmick; they are a window into how you think,

solve problems, and communicate under pressure. By mastering basic math, understanding financial concepts, and

practicing structured problem �solving, you can turn these puzzles from a source of anxiety into a platform for

showcasing your analytical strengths. Remember to stay calm, explain your reasoning clearly, and always

double �check your work. With diligent preparation, you’ll not only solve the puzzles but also demonstrate the critical

skills that banks value most in their analysts and associates.
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