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‘What is the Sharpe ratio given the following information?
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Antwort: B

66. Frage
How are investment dealers unique participants in the institutional market?

A. They produce research reports.

B. They act on both they buy side and sell side.

C. They manage a firni's financial assets in support of a company's business activities.
D. They manage pools of assets on behalf of beneficiaries.

Antwort: B

Begrindung;

Investment dealers play a unique role in the nstitutional market due to their dual capability of operating on both thebuy sideand
thesell side:

* The Buy Sidelnvestment dealers assist institutional investors like pension funds, mutual funds, and hedge funds in acquiring
securities to meet their investment objectives. These clients aim to optimize returns on their invested assets, and the dealers provide
them with access to securities markets, investment advice, and execution services.

* The Sell SideOn the sell side, investment dealers facilitate the issuance of new securities. They underwrite and distribute these
securities, providing liquidity to the market. They also produce research reports and provide trade execution services to institutional
and retail clients. This dual operation is critical for maintaining market efficiency and ensuring the smooth functioning of capital
markets.

This dual-role capacity makes investment dealers pivotal in bridging gaps between the needs of securities issuers and institutional
mnvestors. They enhance market liquidity, efficiency, and transparency through their intermediary finctions.

References:

* Canadian Securities Course, Volume 1, Chapter 1:The Investment Dealer's Role as a Financial Intermediary

* Canadian Securities Course, Volume 2, Chapter 27:Working with the Institutional Client.

67. Frage
What is the meaning of ex-ante return?

A. The expected return of the security.

B. The historical return of the security.

C. The return of the security based on the risk-free rate.
D. The real return on the security.

Antwort: A

Begrindung;

Ex-ante return refers to the anticipated or expected return of an investment, based on forecasts rather than historical performance.
This concept is critical in portfolio management and mvestment decision-making;

* Forecasting Returns:

* Ex-ante return estimates are derived from market conditions, expected economic performance, and specific security
characteristics.

* Analysts use models like the Capital Asset Pricing Model (CAPM) to estimate expected returns based on the asset's risk profile
and the risk-free rate.

* Differentiation from Historical Returns:

* Unlike ex-post (historical) returns, which reflect actual past performance, ex-ante returns guide future investment decisions.

* Tmportance in Portfolio Management:



* Portfolio managers rely on ex-ante returns to construct portfolios aligned with investment objectives, considering risk and return
trade-offs.

* Real vs. Nommnal Returns:

* Ex-ante returns can be adjusted for inflation to reflect real expected returns, providing a more accurate picture of purchasing
power gains.

References to Study Docurments:

* Volume 2, Chapter 15, "Introduction to the Portfolio Approach,” explores the estimation of expected returns and their role in
portfolio management.

* Volume 1, Chapter 7, "Fixed-Income Securities: Pricing and Trading," includes calculations and applications related to expected
and realized returns.

68. Frage
Ifa mutual fund is set up as a corporation, how much of income generated by the find flows through directly to the shareholders?

A. 100% of interest
B. None

C. 50% of capital gain
D. 100% of dividends

Antwort: D

69. Frage
What do technical analysis and findamental analysis have in common?

A. They compare the intrinsic value against a security's current price.
B. They study the causes of security’ s price movements.

C. They are nullifiedaaccording to the random walk theory.

D. They are used to predict changes in security prices.

Antwort: D

Begrindung;

Bothtechnical analysisandfindamental analysisare tools used to predict changes in security prices, but they differ significantly in their
approaches.

* Fundamental Analysisevaluates the intrinsic value ofa security by analyzing factors such as a company's financial statements,
industry conditions, and macroeconomic trends. It assumes that market prices will eventually reflect a security's true value.

* Technical Analysisexamines historical price and volume data to predict future price movements. It focuses on identifying patterns,
trends, and market sentiment without regard to the underlying findamentals.

Option A is incorrect because it only describes findamental analysis. Option B erroneously connects both methodologies to the
random walk theory, which discounts their effectiveness. Option D misstates their purpose, as technical analysis focuses on price
trends, not the causes of price movements.

References:

* Volume 2, Chapter 13: Fundamental and Technical Analysis, Overview of Fundamental and Technical Analysis,Canadian
Securities Course.
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