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HM #65
Which type of find makes a single daily transaction?

e A Split capital trust
e B. Mutual finds

o C. Closed-ended
e D. Investment trust

EM: B
bt
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Mutual funds (also known as open-ended investment funds) transact once per day, at the fund's Net Asset Value (NAV).
* Why is Option A Correct?

* Mutual finds pool investor money and invest in a diversified portfolio.

* Investors buy or sell shares at the NAV, which is calculated at the end of each trading day.

* Why Not Other Options?

* B (Investment trust) # A closed-ended fund that trades like a stock throughout the day.

* C (Split capital trust) # A type of investiment trust, which trades on the stock exchange.

* D (Closed-ended fund) # Also trades on an exchange with prices determined by supply and demand.

# Reference: FCA Handbook (Fund Structures), CIST Wealth & Investment Management.

M #66
Which type of individual is most likely to be subject to enhanced due diligence (EDD) checks?

¢ A. A government official

¢ B. A company director

e C. A corporate client

¢ D. A high-net-worth individual

EfE: A

R -

Enhanced Due Diligence (EDD) is required for high-risk clients, particularly Politically Exposed Persons (PEPs), such as government
officials.

* Why is Option C Correct?

* Government officials (PEPs) are considered higher risk due to their potential exposure to bribery or corruption.
* Financial institutions must conduct extra scrutiny on their financial transactions.

* EDD Requirements Include:

* Detailed background checks.

* Source of wealth verification.

* Ongoing transaction monitoring,

* Why Not Other Options?

* A (Company Director) # May require due diligence but not EDD unless a PEP.

* B (Corporate Client) # EDD applies if a company is in a high-risk jurisdiction.

* D (High-net-worth individual) # Wealth alone does not trigger EDD unless other risk factors exist.

# Reference: Financial Action Task Force (FATF) Guidelines, CISI Wealth & Investment Management (AML).

B #67

Which commodity is categorized based on how sweet or sour it is?

A. Natural gas
B. Ol

C. Zinc

D. Coffee

IEf#: B

AR :

Crude oil is classified as sweet or sour based on its sulfur content:

* Sweet crude # Low sulfir content (e.g., Brent Crude).

* Sour crude # High sulfur content (e.g,, Venezuelan crude).

* Sweet crude is more desirable because 1t is easier to refine into gasoline and diesel.

* Why Not Other Options?

* A (Coffee) # Categorized by origin and bean type.

* B (Natural gas) # Classified by energy content.

* D (Zinc) # Graded by purity, not sweetness.

# Reference: International Energy Agency (IEA), CISI Wealth & Investment Management (Commodity Markets).



H I #68
If' someone in a fiduciary position has personal or professional interests that compete with their duty to act in the client's best interest,

this is called:

A. A conflict of interest

B. Full disclosure

C. A regulatory breach

D. Discretionary management

EfE: A

TR

* Conflict of Interest Definition:

* A fiduciary position requires prioritizing the client's best interest. When personal or professional interests compete with this duty, it
constitutes a conflict of interest.

* Such conflicts can undermine the trust and integrity of the fiduciary relationship.

* Elimination of Other Options:

* A: Discretionary management is unrelated to fiduciary conflicts.

* B: A regulatory breach may occur if the conflict is not disclosed but is not inherently the conflict itself
* C: Full disclosure is a way to manage conflicts, not the conflict itself.

References:

* ICWIM Module 5: Coverage of fiduciary responsibilities and managing conflicts of interest.

HH #69
Which type of trading system employs market makers?

e A. Over-the-counter
e B. Order-driven

¢ C. On-exchange
¢ D. Quote-driven

IEf#: D

fiR .-

A quote-driven market relies on market makers who continuously provide bid and ask prices for securities.
* Key Characteristics of Quote-Driven Markets:

* Market makers buy and sell securities from their own inventory, ensuring liquidity.

* Prices are set by market makers rather than by matching buy and sell orders.

* Common in less liquid markets (e.g,, corporate bonds, some equities).

* Examples:

* The London Stock Exchange's SEAQ system operates as a quote-driven market.

* Why Not Other Options?

* A (Order-driven) # Uses an electronic order book, not market makers.

* C (On-exchange) # Both quote-driven and order-driven systems exist on exchanges.

* D (Over-the-counter) # OTC markets may have market makers, but they are not exclusively quote-driven.
# Reference: London Stock Exchange Trading Systems, CISI Wealth & Investment Management.
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