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Topic 1

The Economy: This section of the exam measures the skills of an Economic Analyst and covers
fundamental economic concepts including microeconomics and macroeconomics, economic growth
measurement, business cycles, labor markets, interest rates, inflation, international trade, and both fiscal
and monetary policy with emphasis on the Bank of Canada's role and government policy challenges.

Topic 2

Additional Topics: This section of the exam measures the skills of a Wealth Management Professional and
covers Canadian taxation systems, tax-advantaged accounts, fee-based account structures, retail client
financial planning and estate planning, institutional client management, and ethical standards for financial
advisors serving both individual and institutional clients.

Topic 3

Analysis of Managed and Structured Products: This section of the exam measures the skills of an
Investment Products Specialist and covers mutual funds, exchange-traded funds, alternative investments,
structured products, and other managed products including their structures, regulations, features, risks,
strategies, performance measurement, and tax implications within the Canadian investment landscape.

Topic 4
Investment Analysis: This section of the exam measures the skills of a Research Analyst and covers both
fundamental and technical analysis methods, including macroeconomic, industry and company analysis
techniques, financial statement interpretation, ratio analysis, and security valuation approaches.

Topic 5

Investment Products: This section of the exam measures the skills of an Investment Products Analyst and
covers fixed-income securities features, pricing, and trading; equity securities including common and
preferred shares; derivatives including options, forwards, futures, rights and warrants; and the
characteristics and uses of all these investment instruments in Canadian markets.

Topic 6

The Corporation: This section of the exam measures the skills of a Corporate Finance Analyst and covers
corporate structures, financial statements, disclosure requirements, investor rights, financing methods,
capital raising processes, prospectus requirements, securities distribution, and exchange listing procedures
for corporations.

CSI Canadian Securities Course Exam2 Sample Questions (Q138-Q143):
NEW QUESTION # 138 
How does asset-backed commercial paper (ABCP) differ from mortgage-backed securities?

A. ABCP guarantees principle repayment if held to maturity
B. ABCP provides high liquidity.
C. ABCP minimizes roll-over risk.
D. ABCP offers maturity dates of at least three years.

Answer: B

Explanation:
Asset-Backed Commercial Paper (ABCP) and Mortgage-Backed Securities (MBS) are both forms of securitized assets, but they
differ in structure and purpose:
* ABCP Features:ABCP is a short-term investment backed by a pool of assets such as receivables, loans, or leases. It is designed
to provide high liquidity with shorter maturities, often less than a year.
This contrasts with MBS, which typically has longer maturities tied to underlying mortgages.
* Key Differences:
* Liquidity: ABCP is highly liquid and used for short-term financing needs.
* Maturity: ABCP generally has maturities of less than a year, while MBS has longer terms.
* Risk: MBS carries additional interest rate and prepayment risks due to its mortgage backing.
* Why Other Options Are Incorrect:
* A. ABCP minimizes roll-over risk: Roll-over risk exists with ABCP, as investors may need to reinvest upon maturity.
* C. ABCP offers maturity dates of at least three years: ABCP typically has much shorter maturities.
* D. ABCP guarantees principal repayment if held to maturity: This guarantee depends on the underlying assets and is not inherent in
all ABCP.
:
CSC Volume 2, Chapter 23: Securitized products including ABCP and MBS.



NEW QUESTION # 139 
What is the main pitfall of closet indexing for investors?

A. The portfolio does not closely resemble the benchmark index.
B. High portfolio turnover makes it unsuitable for taxable accounts
C. passively management fund can be marketed as actively managed.
D. Investors must take greater risks due to a high portfolio beta.

Answer: C

Explanation:
Closet indexing is a controversial practice where a fund manager claims 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.

NEW QUESTION # 140 
What document must be provided to an investor before they purchase a mutual fund?

A. The annual audited statements.
B. A simplified prospectus.
C. The annual information form.
D. A Fund Facts document.

Answer: D

NEW QUESTION # 141 
What is the reason for an individual to use an estate freeze?

A. Transfer control of the assets.
B. Limit the tax liability for future growth
C. Reduces asset price volatility
D. Eliminate probate fees

Answer: B

Explanation:
An estate freeze is a strategy used to minimize future tax liability by freezing the value of an individual's assets at their current level
and transferring future growth to others (e.g., family members). This helps lock in the current value for taxation purposes while
passing on potential growth to the next generation without incurring immediate taxes.
* Key Benefits of an Estate Freeze:
* Ensures that future appreciation in asset value is taxed in the hands of beneficiaries rather than the original owner, typically at lower
tax rates.
* Facilitates succession planning by transferring control of assets to heirs.
* Limits tax exposure while maintaining flexibility in estate planning.
* Why Other Options Are Incorrect:
* A: An estate freeze does not eliminate probate fees, though it may reduce taxable estate value.
* B: Asset price volatility is unrelated to the purpose of an estate freeze.



* C: While asset control may change, this is not the primary reason for an estate freeze.
:
CSC Volume 2, Chapter 24: Estate Planning and Tax Strategies.

NEW QUESTION # 142 
When acting as a principal, how do investment dealers generate revenue?

A. Through commissions
B. Through spreads on buy/sell prices.
C. Thrown tracers.
D. Through brokerage changes.

Answer: B

Explanation:
When acting as aprincipal, investment dealers buy and sell securities for their own account. They generate revenue by earning
aspread, which is the difference between the price at whichthey buy securities (bid price) and the price at which they sell them (ask
price). This is distinct from their role as an agent, where revenue is earned through commissions on trades executed on behalf of
clients.
* A. Through commissions: Commissions are earned when acting as an agent, not as a principal.
* B. Through tracers: This term does not apply to revenue generation.
* C. Through brokerage charges: Brokerage charges relate to fees imposed on client accounts, not principal trading spreads.

NEW QUESTION # 143
......
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