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HR #38

Why do investors demand a risk premium?

A. So that they can outperform the benchmark

B. To cover the expenses of the fnd manager

C. To compensate them for accepting additional risk
D. To cover the tax payments on profitable trades

H
R

: C
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R #39
A company recently increased its earnings per share (EPS) figure by 10%. This means that the company's:

A. Ability to pay dividends has improved
B. Share base has widened

C. P/E ratio has increased

D. Market share has risen

EfE: A

iR

Earnings per share (EPS) measures profitability per share. A higher EPS means a company has more earnings available for dividends
or remnvestment.

* Why is Option B Correct?

* An increase in EPS improves the company's ability to pay dividends, as there are more profits available per share.

* Why Not Other Options?

* A (Share base widened) # EPS is based on net income, not share count.

* C (Market share risen) # Higher EPS does not mean higher revenue or market share.

* D (P/E ratio increased) # The P/E ratio depends on share price movements, not just EPS.

# Reference: CFA Institute (Earnings Analysis), CISI Wealth & Investment Management.

H #40
Measures of Central Tendency include a method whereby a set of nuimbers are muiltiplied and then the nth root of the resulting
product is taken. This is known as the:

A. Median

B. Arithmetic mean
C. Mode

D. Geometric mean

iIFf@E: D

R
The geometric mean is calculated using the formula:
A math equation with numbers and symbols Al-generated content may be incorrect.

GM = HX,- ..
=1

Used in Finance: The geometric mean is crucial in measuring compound returns over time.
* More Accurate for Investments: It accounts for volatility in investment returns.
# Reference: CFA Institute, CISI Wealth & Investment Management (Quantitative Methods).

HE #41
A rise in living standards will tend to:

A. Have no effect on commodities

B. Increase government participation in the commodities markets
C. Reduce the demand for commodities

D. Create an increased demand for commodities

IEfE: D

A -

* Understanding the Question Context:The question examines the relationship between rising living standards and commodity
demand. Commodities refer to basic goods used in commerce that are interchangeable with others of the same type, such as
agricultural products (wheat, coffee), energy products (oil, gas), and metals (gold, copper).

* Tmpact of Rising Living Standards:



* Economic Theory: As living standards improve, disposable incomes generally increase, allowing individuals to purchase more
goods and services.

* Consumption Patterns: Higher living standards drive demand for:

* Energy commodities: Increased vehicle ownership and industrial activity raise the demand for oil, gas, and electricity.

* Agricultural commodities: Rising incomes lead to greater consumption of diverse and higher-quality food, including meat and grains
(used for feed).

* Industrial and precious metals: Construction, technology, and huxury markets grow with increased disposable incorme, driving
demand for metals like steel, copper, and gold.

* Explanation of the Correct Option (D):

* Increased Demand: A direct relationship exists between rising living standards and commodity demand, as seen in both developed
and developing economies.

* Historical Context: Economic growth in emerging markets (e.g., China, India) has shown a clear correlation between rising GDP
per capita and increased commodity consumption.

* Rejection of Incorrect Options:

* A (Reduce the demand for commodities): This contradicts economic principles; higher living standards typically boost demand for
goods and services, including commodities.

* B (Have no effect on commodities): Evidence shows a significant impact on commodities, making this incorrect.

* C (Increase government participation in the commodities markets): While governments may engage in commodity markets for
regulatory or strategic purposes, this is not a direct consequence of rising living standards.

References from the International Certificate in Wealth & Investment Management:

* Module 1: Macroeconomic Environment: Emphasizes the correlation between economic growth and demand for natural resources
and commodities.

* Module 3: Investment Assets and Markets: Discusses the role of commodities as essential assets whose demand rises with
economic development and improved living standards.

* Module 6: Trends in Emerging Markets: Demonstrates the increase in commodity demand with econormic progression in
developing economies.

H #42
Once an offshore foundation is established, who will normally be responsible for making ongoing decisions regarding the operational
use of the foundation's assets?

A. The trustees

B. The board of directors
C. The beneficiaries

D. The council

IEf#: D

fiR .-
# Reference: Offshore Financial Centres (OFCs), CISI Wealth & Investment Management.
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