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CSI Canadian Securities Course Exam2 52 % CSC2 A B & (Q182-Q187):
B #182

‘Which macroeconomic factors would have a positive impact on investor expectations and the price of securities?

A. Increased taxes on corporations with the goal of lower government debt.

B. A decrease in government spending with corresponding tax outs to individuals.

C. Targeting certain sectors of the economy with monetary policy measures and tax breaks.
D. Low levels of government debt and consumer indebtedness.

IEf#: D
A -

Low levels of government and consumer indebtedness create a positive macroeconomic environment for investor expectations and
securities prices. When debt levels are manageable, governments and consumers have greater financial flexibility, which can lead to
increased economic activity and improved investor confidence.

* Why This Impacts Investor Expectations Positively:

* Low government debt allows for expansionary fiscal policies (e.g., increased spending or tax cuts) without significantly increasing
borrowing costs.

* Low consumer debt supports higher disposable income, enabling more spending and investment.

* Both factors reduce the risk of higher interest rates, keeping borrowing costs low for businesses and individuals, which supports
economic growth and, in turn, securities prices.

* Why Other Options Are Incorrect:

* A: Targeted monetary policies may benefit specific sectors but are not a universally positive factor for all securities.

* B: Increased taxes on corporations can reduce profitability and negatively impact investor expectations.

* D: A decrease in government spending with tax cuts could slow economic growth, negatively impacting securities prices.

CSC Volunre 2, Chapter 13: Macroeconomic Factors and their impact on securities.

HM #183
What is the bottom price of a security's trading range at which most investors would sense value and be willing to buy it?

A. Support level.

B. Reversal pattern.

C. Sentiment indicator.
D. Moving average.

Ef: A

ER #184
An advisor to explain the benefits of labour sponsored funds (LSVCC) to some of his clients.
With which client should the advisor have this discussion?




A. Client 2
B. Client 1
C. Client 4
D. Client 3

IEf%: B

fEE N -

Labour Sponsored Venture Capital Corporations (LSVCCs), or labour-sponsored funds, are high-risk nvestments designed to
stimulate job creation and economic growth. They provide tax benefits in the form of federal and, in some cases, provincial tax
credits, making them attractive to investors in higher income brackets who are comfortable with the following:

* Increased portfolio risk

* Reduced liquidity due to long lockup periods

* High potential tax incentives

Analysis of Clients:

* Client 1:

* In their prime earning years and comfortable with higher risk and long lockup periods.

* Interested in tax benefits in the form of federal tax credits.

* Matches the profile of an ideal candidate for LSVCCs.

* Client 2:

* In early earning years and prioritizes liquidity over other factors.

* LSVCCs are unsuitable due to their lack of liquidity (e.g., lockup periods).

* Incorrect

* Client 3:

* Focused on mvestments with offsetting tax credits but insists on tax credits being carried forward.

* LSVCC tax credits cannot typically be carried forward, making them unsuitable.

* Incorrect

* Client 4:

* Stable income but sensitive to high fees.

* LSVCCs generally have high management fees, making them unsuitable.

* Incorrect

References to Canadian Securities Course Exam 2 Study Materials:

* Volume 2, Chapter 22 - Labour Sponsored Venture Capital Corporations

* Discusses LSVCCs, their tax advantages, high-risk nature, and reduced liquidity.

* Volume 2, Chapter 24 - Canadian Taxation

* Explains federal and provincial tax credits applicable to LSVCCs and their suitability for higher- income clients.

HH #185
What is the main pitfall of closet indexing for investors?

A. The portfolio does not closely resemble the benchmark index.

B. passively management fund can be marketed as actively managed.
C. High portfolio turnover makes it unsuitable for taxable accounts
D. Investors must take greater risks due to a high portfolio beta.

IEf#: B
e

Closet indexing is a controversial practice where a find manager clains to actively manage a portfolio but instead mirrors an index
closely. This practice undermines the very premise of active management.

* Lack of Value Addition: Investors pay higher fees for active management without receiving the expected benefits, as the portfolio
closely tracks a benchmark index.

* Deceptive Marketing: Funds marketed as actively managed may mislead investors, violating transparency principles.

* Limited Alpha Generation: Since the portfolio resembles an index, it often fails to deliver excess returns (“alpha"), defeating the
purpose of active management.

* Regulatory Concerns: Closet indexing raises ethical questions and can lead to scrutiny by regulatory bodies.

Main Pitfalls of Closet IndexingWhy C is CorrectOption C highlights the core issue of closet indexing- misrepresenting a passively
managed portfolio as active, leading to higher fees without the commensurate effort or performance.

References:

* Volume 2, Section 18: Mutual Funds-Indexing and Closet Indexing.



* Volume 2, Section 13: Portfolio Manager Styles-Active vs. Passive Management.

H A #186
The price of FMA common stock is set to break through its 200-day moving average line from below on heavy volume. How might
a technical analyst interpret this information?

A. The declining price trend will continue.

B. A sell signal as FMA's price is set to fall
C. The upward price trend is reversing,

D. A buy signal as FMA's price is set to rise.

IEf#: D

B #187
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