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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q169-
Q174):
NEW QUESTION # 169 
Pierre buys a call option on a stock. What is the implication of this transaction?

A. Pierre is obligated to buy the stock if the option is exercised.
B. Pierre is obligated to sell the stock if the option is exercised.
C. Pierre has the right to buy the stock if he exercises the option.
D. Pierre has the right to sell the stock if he exercises the option.

Answer: C

Explanation:
According to the What Is a Call Option and How to Use It With Example - Investopedia, a call option is a contract that gives the
buyer the right, but not the obligation, to buy an underlying stock at a specified price (the strike price) within a specified time period
(the expiration date). The seller of a call option is obligated to sell the stock if the buyer exercises the option. Pierre buys a call
option on a stock, which means he has the right to buy the stock if he exercises the option. He can also choose not to exercise the
option or sell it before expiration.

NEW QUESTION # 170 
Helen is an experienced investor and after all these years she believes that the market is completely efficient.
What action would she undertake?

A. Monitor financial press in order to find securities that are under- or over-valued
B. Invest in ETF that tracks the S&P/TSX Composite Index
C. Use market timing strategy trying to "beat the market"
D. Find a portfolio manager who will be managing her portfolio on an everyday basis

Answer: B

Explanation:
If Helen believes in the Efficient Market Hypothesis (EMH), she accepts that markets fully reflect available information and that it is
nearly impossible to consistently beat the market.
The recommended action is passive investing, e.g., buying an index-tracking ETF.
B (market timing) and D (security selection) contradict EMH.

NEW QUESTION # 171 
Julia is looking for a mutual fund that will give her growth with moderate volatility. Her dealing representative has suggested the
Laurentian Fund. The mutual fund's mandate limits the amount of equity exposure in the portfolio to 60%. Also, the portfolio must
hold between 40 - 60% in fixed income at all times.
The mutual fund distributes interest, dividends, and capital gains to its unitholders. What type of mutual fund is the Laurentian Fund?

A. specialty
B. index
C. asset allocation
D. balanced

Answer: D

Explanation:
A balanced mutual fund is a type of fund that invests in a mix of equities and fixed income securities, with the aim of achieving both
growth and income objectives. A balanced fund typically has a target asset allocation that is specified in its mandate, and may vary
within a certain range depending on market conditions. A balanced fund may also distribute interest, dividends, and capital gains to
its unitholders. The Laurentian Fund is an example of a balanced fund, as it limits its equity exposure to 60% and holds between 40 -
60% in fixed income at all times.
References = Canadian Investment Funds Course, Unit 6: Mutual Funds, Lesson 1: Mutual Funds Overview, Section 6.1.3: Types
of Mutual Funds 1; CIFC prepkit, Chapter 6: Mutual Funds, Question 6.1.3 2



NEW QUESTION # 172 
What is the current yield on a $5,000 Government of Canada bond paying a 6% coupon and trading at a price of $102 (rounding to
the nearest hundredth)?

A. 6.12%
B. 6.00%
C. 4.90%
D. 5.88%

Answer: B

Explanation:

NEW QUESTION # 173 
Lucas wants to participate in the Lifelong Learning Program (LLP). He currently has $10,000 in his registered retirement savings
plan (RRSP) for this purpose. He plans to make his maximum permitted withdrawal of $10,000 under the LLP in two months.
Based on this information, what would be his investment objective for the $10,000 currently sitting in his RRSP?

A. growth
B. safety of principal
C. income
D. tax-deferral

Answer: B

Explanation:
The investment objective for the $10,000 currently sitting in Lucas's RRSP is safety of principal, which means that he wants to
preserve the value of his investment and avoid any loss of capital. Safety of principal is a suitable objective for Lucas because he
plans to withdraw the money in two months for the LLP, which is a very short time horizon. He does not need to generate any
income or growth from his investment, as he will use the money to pay for his education expenses. He also does not need to worry
about tax-deferral, as the LLP allows him to withdraw money from his RRSP without paying any tax, as long as he meets the
eligibility and repayment requirements1. Therefore, Lucas should invest his money in low-risk and liquid assets, such as money
market securities or guaranteed investment certificates (GICs), that will protect his principal and ensure that he can access his funds
when he needs them. References:
* Canadian Investment Funds Course (CIFC) Study Guide, Chapter 6: Registered Plans, Section 6.4:
Lifelong Learning Plan (LLP), page 6-132
* Lifelong Learning Plan (LLP) - Canada.ca1
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