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33. Frage
What termis used to describe a situation where clients give investment instructions to a firm without being given advice to do so?

A. Robo-advice

B. Non-discretionary
C. Execution only

D. Discretionary

Antwort: C

Begrindung;

Execution-only refers to situations where clients make investment decisions without receiving advice fromthe firm. The firnl's role is
limited to executing the client's instructions, without providing recommendations or assessing suitability.

Key features:

* The firm does not offer advice.

* The client takes full responsibility for their investment decisions.

34. Frage
When deciding on an appropriate benchmark, why would an index be chosen?

A. If it represents a feasible investment alternative to the constructed portfolio
B. To remove any tracking error from the measurements

C. To avoid the difficulty of constructing a benchmark

D. Because the client has stated that they are familiar with that particular index

Antwort: A

Begrindung;

A benchmark is a reference point used to compare the performance of an investment portfolio. The chosen index should accurately
reflect the investment strategy and asset class.

* Why is Option D Correct?

* A benchmark must represent a realistic investment alternative to compare against the portfolio.

* Ifa portfolio mvests in UK equities, an appropriate benchmark would be the FTSE 100 or FTSE All-Share Index.
* Ifa portfolio mvests globally, a relevant benchmark could be the MSCI World Index.

* Why Not Other Options?

* A (Client familiarity) # While clients may know an index, this does not mean it is the best benchmark.

* B (Avoiding difficulty) # Constructing a benchimark must be based on investiment strategy, not convenience.

* C (Removing tracking error) # No benchmark eliminates tracking error; it only measures it.

# Reference: CFA Institute (Benchmark Selection), CIST Wealth & Investment Management.

35. Frage
When a UK-based mnvestor receives overseas equity dividend income, which one of'the following types of tax may have been
deducted?

A. Withholding Tax

B. Stamp Duty

C. UK Corporation Tax
D. Value Added Tax

Antwort: A

Begriindung;

Withholding tax is a tax deducted at source on dividends, interest, and royalty payments before they are paid to non-residents.

* Taxation on Foreign Dividends: Investors receiving dividends from foreign companies may have tax deducted by the source
country before the net dividend is paid.

* Double Taxation Relief: Many countries have Double Taxation Agreements (DTA) with the UK, allowing UK investors to claim
relief against withholding tax.

* Stamp Duty & VAT Irrelevance: Stamp Duty applies to purchases of shares, and VAT does not apply to dividends.

# Reference: HMRC Double Taxation Agreements, CISI Wealth & Investment Management.



36. Frage
The Arbitrage Pricing Theory (APT) seeks to determine what factors influence security price movements using:

A. Technical analysis

B. Beta testing

C. Regression analysis

D. Mean variance analysis

Antwort: C

Begriindung;

* Understanding APT:

* The Arbitrage Pricing Theory (APT) uses statistical models to identify the factors influencing security prices.
* Regression analysis is the primary tool to determine the relationship between security returns and multiple factors, such as inflation,
GDP growth, or interest rates.

* Elimination of Other Options:

* A: Mean variance analysis pertains to portfolio optimization, not factor analysis.

* B: Beta testing is related to CAPM, not APT.

* C: Technical analysis exannes price patterns, not underlying factors.

References:

* [ICWIM Module 3: Coverage of APT and the role of regression models in security pricing,

37. Frage
For a key person protection policy, a company will:

A. Be insured against staff moving to a competitor

B. Seek to be covered for an undefined sum of money
C. Be required to pay ever-increasing premiums

D. Need to establish an insurable interest

Antwort: D

Begrindung;

Key person protection is a type of business insurance where a company takes out a life insurance policy on a key employee, such as
a CEO or top executive.

* Why is Option D Correct?

* An insurable interest must exist # The company must demonstrate financial loss if the key person dies or becomes incapacitated.
* The policy protects against lost revenue, recruitiment costs, and operational disruption.

* Why Not Other Options?

* A (BEver-increasing premiuns) # Premiums may increase, but this is not a requirement.

* B (Protection against staff leaving) # Key person insurance does not cover resignations.

* C (Undefined sum) # The insured amount is calculated based on business impact.

# Reference: FCA Business Protection Regulations, CISI Wealth & Investment Management.
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