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CSI Canadian Securities Course Exam2 Sample Questions (Q166-Q171):

NEW QUESTION # 166

Franco purchased an ETF in his non-registered account, and his total adjusted cost base in year 1 was

$30,000. The ETF distributes income each year. And this reinvested distribution total was $1,750. The ETF also distributes a return
of capital of $850. What would Franco's total capital gain be if the sold the ETF for

$39,000?

AL $8,100
B. $,250

C. $9,000
D. $6,400
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Answer: A

Explanation:

To calculate Franco's total capital gain, we adjust the adjusted cost base (ACB) for reinvested distributions and return of capital
(ROQC).

* Initial ACB: $30,000.

* Add Remvested Distributions: Remvested distributions increase the ACB.30,000+1,750=31,75030,000

+ 1,750 =31,75030,000+1,750=31,750

* Subtract Return of Capital: ROC reduces the ACB.31,750#850=30,90031,750 - 850 = 30,90031,750

#850=30,900

* Calculate the Capital Gain: Subtract the adjusted ACB from the sale price.39,000#30,900=8,10039,000

- 30,900 = 8,10039,000#30,900=8,100

* A. $1,250: Incorrect, likely a miscalculation of adjusted ACB.

* B. $8,100: Correct, based on accurate ACB adjustments and sale price.

* C. $6,400: Incorrect, ignores reinvested distributions.

* D. $9,000: Incorrect, ignores the impact of ROC adjustments on ACB.

Step-by-Step Calculation:Explanation of Options:References:

* CSC Volume 2, Chapter 19: Adjusted Cost Base Calculations, which explains the impact of reinvested distributions and ROC on
capital gains.

NEW QUESTION # 167
A client who seeks advice from an investment advisor but does not require financial planning guidance.
‘Which platform is most appropriate for this client?

A. Family office

B. Discount brokerage.

C. Self-directed brokerage.
D. Exchanged-traded find.

Answer: B

Explanation:

Adiscount brokerageis an ideal platform for clients who seek professional advice but do not require comprehensive financial
planning, Discount brokers allow clients to trade securities with minimal fees, offering tools and resources for mvestment decision-
making without the cost of full-service advisory.

* Why This Platformis Appropriate:

* Clients retain control over their portfolios but can access limited advisory services when needed.

* Suitable for investors who are comfortable with self-directed mvesting and require occasional guidance.

* Why Other Options Are Incorrect:

* A: A family office provides high-end services, including financial planning, making it excessive for this client.

* B: A self-directed brokerage is entirely self-managed, without access to advisory support.

* C: ETFs are an investment product, not a platform.

References:

* CSC Volume 2, Chapter 25: Overview of Fee-Based and Discount Brokerage Accounts.

NEW QUESTION # 168
A client recently sold her holdings in JKL Equity Fund. The client's transactions in the find are Summarized below:



Description

Bought 500 JKL Equity Fund @ $10.50-per unit
(no load)

Reinvested distribution (75% capital gains; 25%
Canadian dividends)

Bought 20.5 JKL Equity Fund @ $11.50 per unil

Reinvested distribution (80% capital gains; 20%
Canadian dividends)
Bought 35.5 JKLEquity Fund @ $12.25 per unit

Sold 566 Jitk Efyf, fiund (@ $32 78 per unit

What is the client's capital gain from the sale of the fund in Year 477

A. $1,839.00
B. $1,155.25
C. $2,509.63
D. $1,168.37

Answer: D

NEW QUESTION # 169
What type of risk were mortgage-backed securities designed to address?

A. Rollover
B. Prepayment
C. Liquidity
D. Interest rate

Answer: B

Explanation:

Mortgage-Backed Securities (MBS) are designed to address prepayment risk, which arises when borrowers pay off their mortgages
earlier than expected. Prepayments reduce the interest income investors receive and can affect the expected return on the security.
* Why Prepayment Risk is Addressed:

* Prepayment often occurs when interest rates decline, as borrowers refinance their mortgages. This leaves MBS investors
reinvesting at lower yields, which impacts returns.

* Structuring MBS helps mitigate prepayment risk through mechanisis like tranches in Collateralized Mortgage Obligations
(CMOs).

* Explanation of Options:

* A. Liquidity: Incorrect. MBS provides liquidity to lenders but is not designed to address liquidity risk directly.

* B. Interest Rate: Incorrect. MBS investors are still exposed to interest rate risk as rates impact prepayment behavior.

* C. Rollover: Incorrect. Rollover risk applies to short-term debt securities, not MBS.

* D. Prepayment: Correct. MBS structures are specifically designed to mitigate the impact of prepayments on investors.

CSC Volune 2, Chapter 23: Risks of structured products, particularly prepayment risks in MBS.

NEW QUESTION # 170
What is the difference between sinking funds and purchase funds concerning the redemption of bonds poor to maturity?

e A Sinking finds can redeem bonds only if they trade below a stipulated price while purchase runes do not have such a
requirement.

¢ B. Sinking funds can redeem fie bones any time while purchase fimds follow a prearranged schedule.

e (. Sinking funds have mandated redemptions while purchase funds can redeem only upon certain market conditions.

e D. Sinking finds involve the issuer determining when bonds are redeemed while purchase finds Involve the investor
determining when the bonds are redeemed.

Answer: C



Explanation:

* Sinking fundsrequire the issuer to redeema specified portion of the bond issue at regular intervals. This ensures systematic debt
reduction and is mandated regardless of market conditions.

* Purchase funds, however, allow the issuer to buy back bonds only if they are available in the market at or below a stipulated price,
making redemption conditional on market conditions.

* B. Sinking finds can redeem bonds only if they trade below a stipulated price: This applies to purchase funds, not sinking funds.

* C. Sinking funds involve the issuer determining when bonds are redeemed while purchase funds involve the investor determining
when the bonds are redeemed: Investors have no role in determining bond redemption under either method.

* D. Sinking funds can redeem the bonds any time while purchase funds follow a prearranged schedule:

Sinking funds follow a schedule, and purchase finds rely on market conditions.

NEW QUESTION # 171
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