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¢ Overview of the Regulatory Framework: This section of the exam measures the skills of Compliance
Officers and evaluates knowledge of self-regulatory organization (SRO) requirements, including registration

bEY 71 and continuing education for associated persons. Candidates must understand the distinction between

registered and non-registered individuals and the requirements for maintaining industry qualifications.
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¢ Employee Conduct and Reportable Events: This section of the exam measures the skills of Financial

Compliance Specialists and covers regulatory expectations regarding employee conduct and disclosure
bEY 72 requirements. Candidates must be familiar with Form U4 and Form U3, as well as reporting obligations for
outside business activities and political contributions.

¢ Understanding Trading, Customer Accounts, and Prohibited Activities: This section of the exam measures

the skills of Securities Traders and focuses on different trading strategies, settlement processes, and
FEY 23 corporate actions. Candidates must demonstrate knowledge of order types, including market, limit, stop,
and good-til-canceled orders, as well as bid-ask spreads and discretionary versus non-discretionary

trading,

¢ Regulatory Entities, Agencies, and Market Participants: This section of the exam measures the skills of
Financial Regulatory Analysts and covers the structure, authority, and jurisdiction of key regulatory bodies
overseeing financial markets. The SEC's role in enforcing securities regulations is assessed, along with the
hEY 74 authority of self-regulatory organizations such as FINRA and MSRB. Candidates must also understand the
functions of other financial regulators, including the Department of the Treasury and state regulatory
agencies. One key skill evaluated is identifying the jurisdictional scope of different financial regulators.

e Market Structure: This section of the exam measures the skills of Equity Market Specialists and covers the
classification of financial markets, including the primary, secondary, third, and fourth markets. Candidates
must demonstrate knowledge of electronic trading, over-the-counter (OTC) markets, and physical
exchanges. One specific skill tested is differentiating between various market types and their operational
mechaniss.
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FINRA Securities Industry Essentials Exam (SIE) 52 5& SIE &4 5% 5 7 (Q108-
Q113):

R #108
Which of'the following strategies is best for mitigating the risk of'a concentrated position?

A. Diversification

B. Dividend reinvestment
C. Dollar-cost averaging
D. Use of leverage

IEfE: A

AR

Step by Step Explanation:

* Diversification: Spreads investments across mutltiple securities, industries, or asset classes to reduce exposure to a single security or
sector.

* Other Options:

* Use of Leverage: Increases, not decreases, portfolio risk.

* Dollar-Cost Averaging: Reduces timing risk but does not address concentration.

* Dividend Reinvestment: Enhances returns but does not mitigate concentration risk.

SEC Guidance on Diversification: SEC Diversification.
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M #109
An investor who lives on a fixed income and is concerned about inflation is most exposed to which of the following risks?

e A, Economic risk
¢ B. Purchasing power risk
o (. Interest rate risk

e D. Market risk
Ff#: B
fREH

Purchasing power risk, also known as inflation risk, occurs when inflation reduces the real value of a fixed- income stream Fixed
payments (e.g,., bond interest or annuity payments) lose buying power as inflation rises.

* D is correctbecause inflation directly affects fixed income by eroding purchasing power.

* Ais incorrect because market risk relates to fluctuations in market prices, not inflation.

* Bis incorrect because economic risk generally refers to broader economic downturns.

* Cis incorrect because interest rate risk involves changes in bond prices due to interest rate movements, not inflation.

HM #110
A customer has a stock position that has increased in value since the time he purchased it. Which of the following terms describes his
current situation?

A. Operating profit
B. Out of the money
C. Interest income
D. Unrealized gain

Ef#: D

R :

Anunrealized gain occurs when the value of an asset increases but has not yet been sold. If the customer sells the stock, the
unrealized gain becomes a realized gain.

* B is correctbecause the increase in value without selling the stock is an unrealized gain.

* Als incorrect because interest income refers to earnings from fixed-income securities.

* Cis incorrect because operating profit relates to a company's earnings, not an investor's portfolio.

* Dis incorrect because "out of the money" is a termused for options, not stocks.

=R #111
An associated person at a member firmreceives a complaint froma customer mvolving allegations of forgery.
Once the complaint is received, which of the following actions is required?

¢ A. The member firmis not required to report the event to FINRA but must maintain a file of the complaint for four years.

¢ B. The member firm must have a principal review the complaint and determine if the forgery occurred before filing a report
with FINRA.

e (. The member firm must report the event promptly to FINRA.

e D. The member firm nmust complete arbitration to resolve the complaint with the customer before filing a report with FINRA.

IEf: C

AR :

Step by Step Explanation:

* FINRA Rule 4530: Requires member firms to report certain events, including allegations of forgery, to FINRA promptly.
* Incorrect Options:

* Option B: Maintaining a record does not substitute for required reporting,

* Option C: Arbitration isn't required before reporting,

* Option D: Reporting is mandatory irrespective of internal investigations.

FINRA Rule 4530 (Reporting Requirements): FINRA Rule 4530.



R #112
Which of the following responses describes a FINRA member?

A. A registered representative with a national securities exchange
B. A BD regulated by a national securities association

C. An associated person of a regjstered brokerage firm

D. A natural person who is employed by a broker-dealer (BD)

EfE: B

L2

A FINRA member is a broker-dealer that is registered with FINRA and regulated by a national securities association. Individuals
employed by the member firm (e.g,, registered representatives) are associated persons, not members themselves.

* D s correct because FINRA membership applies to broker-dealers, not individuals.

* A, B, and C are incorrect because they refer to individuals or roles within member firms, not the firms thenselves.

Reference: FINRA Rule 0140 (Membership)
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