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CIRO Retail Securities Exam Sample Questions (Q74-Q79):

NEW QUESTION # 74
What is the main driver of the intraday price of an exchange-traded find (ETF)?

A. Liquidity from institutional investors

B. Supply-demand changes on the exchange
C. Fund manager’s portfolio rebalancing

D. Daily valuation of assets under management

Answer: B

Explanation:

An ETF trades continuously on a marketplace, so its intraday market price is determined by executable buy and sell orders-
effectively, supply and demand on the exchange. When buying pressure exceeds available selling interest, the market price may rise;
when selling pressure dominates, it may fall. Consequently, option B identifies the immediate price-formation mechanism.

The ETF's underlying net asset value remains highly relevant. Authorized participants and market makers can create or redeem ETF
units and conduct arbitrage transactions when the market price materially diverges from the value of the underlying portfolio. This
process generally helps keep the ETF's trading price reasonably close to its net asset value, but it does not change the fact that the
intraday execution price is established through marketplace bids and offers.

Portfolio rebalancing by the manager may alter the fund's holdings but is not the direct driver of every intraday trade. Institutional
mvestors can contribute substantial liquidity, but liquidity describes the ability to trade efficiently rather than the findamental
mechanism determining price. Daily valuation of assets under management is generally used to calculate net asset value and does not
itself set each intraday exchange price.

CIRO materials distinguish ETF market prices from published NAV and recognize that ETFs may trade temporarily at a premium or
discount to underlying value.

NEW QUESTION # 75
A client invests $20,000 today in an account earning an annual compound return of 5%. Approximately how much will the
mvestment be worth after six years, assuming no additional deposits or withdrawals?

A. $24,000
B. $26,802
C. $28,000
D. $30,402

Answer: B

Explanation:
The future value of a single investment is calculated using:
Future value = Present value % (1 + rate)#
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Substituting the information provided:

Future value = $20,000 x (1.05)#

Future value = approximately $26,801.91

Rounded to the nearest dollar, the investment will be worth approximately $26,802 , making option B correct.

The result includes compound growth. Each year's return is earned not only on the original $20,000 but also on returns accumulated
in previous years. Option A reflects simple interest of $1,000 per year and therefore ignores compounding, Options C and D
overstate the return under the stated assumptions.

The calculation assurmes a constant annual return, annual compounding, no fees, no taxes and no cash flows during the six-year
period. Actual nvestment returns generally vary from year to year, and fees and taxes can reduce the final amount. A guaranteed
product would require examination of its contractual rate and terns, while a market-based nvestment would not provide a
guaranteed 5% return.

The CIRO Retail Securities syllabus requires candidates to apply time-value-of-money calculations to financial objectives, including
future liabilities, lump-sum investments, annuities and regular savings requirerments.

NEW QUESTION # 76
A Registered Representative learns that a client has retired unexpectedly, experienced a substantial reduction in income and will
begin making regular withdrawals from the portfolio. What should the RR do first?

A. Transfer the account to an order execution only platform

B. Immediately sell all equity nvestments

C. Update the client's KYC information and reassess the account's suitability
D. Continue the existing strategy until the next scheduled annual review

Answer: C

Explanation:

Unexpected retirement, reduced income and new withdrawal requirements are significant changes to the client's personal and
financial circumstances. They may affect investment objectives, liquidity needs, time horizon, risk capacity and the ability to withstand
market losses. The RR must update the KYC information and perform a suitability review before determining which investment
actions are appropriate. Option C is correct.

Waiting until the next routine review could leave the client exposed to a portfolio built for circumstances that no longer exist.
However, the RR should not automatically sell all equity holdings. The updated analysis may support reducing equity exposure,
increasing liquidity or restructuring income sources, but the appropriate action depends on the complete revised profile, tax
consequences, costs and portfolio composition.

Moving the client to an OEO account would not solve the suitability issue and may be mappropriate for someone continuing to
require recommendations.

The RR should document the changed circumstances, confirm the accuracy of the updated information and analyze whether existing
holdings, strategies and account types remain suitable. CIRO guidance requires KYC information to remain current and recognizes
material changes and other triggering events as grounds for a new suitability determination. The current Retail Securities syllabus
spectifically tests the effect of retirement, liquidity changes and updated financial circunrstances on suitability.

NEW QUESTION # 77
Which tax strategy is the most beneficial when recommending nvestments to maximize client returns?

A. Using tax-loss harvesting to offSet gains and reduce taxable income

B. Focusing on high-dividend stocks to maximize tax credits

C. Encouraging frequent trading to capitalize on short-term market gains
D. Investing in a diverse mix of tax-exempt bonds to elimmate tax liability

Answer: A

NEW QUESTION # 78
How does the framing effect influence mnvestment decisions?

e A Investors make different choices based on how information is presented
¢ B. Investors overestimate their ability to predict market movements
e C. Investors seek information that supports their existing beliefs



e D. Investors categorize money into different mental accounts
Answer: A

Explanation:

The framing effect occurs when the presentation of economically equivalent information changes an investor' s decision. An
mvestment described as having an 80% probability of success may appear more attractive than the same mvestment described as
having a 20% probability of failure, even though the underlying probabilities are identical. The mvestor reacts to the positive or
negative frame rather than evaluating the objective financial facts consistently. Option D therefore describes the bias accurately.
Option A represents overconfidence or an illusion-of-control bias, under which investors overestimate their forecasting ability.
Option B describes confirmation bias, where information consistent with an existing belief'is emphasized and contradictory evidence
is discounted. Option C describes mental accounting, which involves placing money into separate conceptual categories and treating
those categories differently.

Framing can affect product selection, risk perception, responses to market losses and acceptance of investment recommendations.
A Registered Representative should present both potential benefits and material risks in balanced, plain language. Returns should not
be emphasized without comparable disclosure of loss exposure, volatility, costs and liquidity constraints. CIRO's Retail Securities
syllabus classifies framing as an information-processing bias within behavioural finance and requires representatives to recognize how
such biases can affect client decisions and investment outcormes.

NEW QUESTION # 79
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