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ICWIM A B[ RE (Q163-Q168):

HM #163
Establishing sufficient details about a client in order to give advice is known as:

A. Giving information on status disclosure

B. Assessing suitability and affordability

C. Determining attitude to risk

D. Following know your customer procedures

Ef: D

R :
* Know Your Customer (KYC)
* A regulatory process requiring firms to collect sufficient information about a client to ensure advice is appropriate.
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* It nvolves understanding the client's financial situation, goals, and risk tolerance.

* Why the Answer is D

* Establishing sufficient client details is the essence of KYC. It ensures compliance with regulations and prevents mis-selling.
* Why Other Options are Incorrect

* A. Suitability and affordability: Part of KYC but does not encompass all aspects.

* B. Attitude to risk: A component of KYC but not the full procedure.

* C. Status disclosure: Refers to informing the client about the advisor's regulatory status, not client profiling.

* JCWIM Study Guide, Chapter on Regulatory Compliance: Details KYC as a cornerstone of financial advice.

* FCA Guidelines: KYC is a mandatory process in the UK's financial services.

ReferencesThus, the correct answer isD. Following know your customer procedures.

I #164
Which of the following will be a major constraint on a client's ability to invest and protect against all of the risks that might arise?

A. Risk aversion
B. Affordability

C. Tax implications
D. Age

Ef#: B

A -

* Why Affordability is the Major Constraint

* A client's ability to mitigate risks is directly limited by their financial resources.

* Even the most sophisticated risk strategies, such as diversification, derivatives, or insurance, require financial capacity.
* Other Options Analyzed

* Age: Impacts risk tolerance but does not constrain the financial ability to manage risks.

* Risk aversion: A behavioral factor, not a financial constraint.

* Tax implications: Important but secondary compared to affordability.

* JCWIM Textbook, Chapter on Investment Constraints: Highlights affordability as the top financial constraint.
* Wealth Planning Principles: Discusses practical limitations of risk mitigation strategies.

ReferencesThus, the answer isB. Affordability.

E R #165
The UCITS regulations have been integral to introducing a common format for:

A. Key mvestor information documents
B. Trade settlement

C. Corporate actions

D. Company accounts

EfE: A

R -

TheUCITS (Undertakings for the Collective Investment in Transferable Securities)regulations mandate that find managers provide a
standardizedK ey Investor Information Document (KIID)to mvestors. This document ensures that all retail investors receive clear and
concise information about the fund's objectives, risks, charges, and past performance.

* Company accounts (A): UCITS does not govern corporate accounting,

* Corporate actions (B): Corporate actions such as dividends or mergers are unrelated to UCITS.

* Trade settlement (D): UCITS does not standardize trade settlement processes.

References:

* International Certificate in Wealth & Investment Management: Regulations surrounding UCITS and KIIDs.

* UCITS directives and their implementation across the European Union.

R #166
Critical illness cover will pay a lump sum in the event that a person suffers:



A. Any critical illness

B. A closely defined critical illness

C. A critical illness, however caused

D. A critical illness, provided they survive for 12 months

IEf%: B

R

Critical Illness Cover (CIC) provides a lump sum payout if the policyholder is diagnosed with a covered illness. The policy specifies
which conditions qualify for a payout.

* Why is Option C Correct?

* Policies list specific illnesses (e.g., cancer, stroke, heart attack) that qualify for coverage.

* Ifan illness is not listed, no payout is made.

* Why Not Other Options?

* A (Any critical illness) # Policies cover only certain conditions.

* B (However caused) # Coverage depends on medical definitions, not just cause.

* D (Survive for 12 months) # Most policies require survival for 14-30 days, not 12 months.

# Reference: FCA Insurance Regulations, CIST Wealth & Investment Management (Protection Planning).

H #167
The Arbitrage Pricing Theory (APT) assumes investors can sell short. This involves:

A. Selling something you do not own, intending to buy it back at a lower price later
B. Selling lots of securities over a short time frame

C. Not selling the whole of your shareholding in one trade

D. Selling your shares and buying them back a short time later

Ef: A

R :

Short selling is a trading strategy where an investor sells borrowed securities, expecting the price to decline, and then repurchases
them at a lower price.

* Why is Option B Correct?

* Short sellers borrow shares, sell them at the current price, and later buy them back at a lower price to return to the lender,
profiting from the price difference.

* APT assumes investors can sell short to exploit mispricings in mutltiple risk factors.

* Why Not Other Options?

* A (Not selling the whole shareholding) # Short selling does not involve owning shares.

* C (Selling & buying back shortly after) # Describes day trading, not short selling,

* D (Selling many securities quickly) # Short selling is not about trading speed, but betting on price declines.

# Reference: CFA Institute (Arbitrage Pricing Theory), CISI Wealth & Investment Management.
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