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CSI Canadian Securities Course Exam2 Sample Questions (Q51-Q56):
NEW QUESTION # 51 
In March of this year, a client buys 1,000 PIL inc, common shares at $16 per share and pays a commission of
$25 on the purchase. Several months later in the same year, the client sell the shares at $12 per share and pays commission of $50
on the sale. What is the client's allowable capital loss on the transaction?

A. $1,925
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B. $2,013
C. $2,025
D. $2,038

Answer: D

Explanation:
To calculate the allowable capital loss, we must first determine the adjusted cost base (ACB) and the proceeds of disposition
(POD), then subtract the latter from the former. Commissions on both the purchase and sale are included in the calculation.
Step-by-Step Explanation:
* Purchase Details:
* Number of shares purchased: 1,000
* Purchase price per share: $16
* Total purchase cost before commission: $16 × 1,000 = $16,000
* Add purchase commission: $25
* Adjusted cost base (ACB): $16,000 + $25 = $16,025
* Sale Details:
* Number of shares sold: 1,000
* Sale price per share: $12
* Total sale proceeds before commission: $12 × 1,000 = $12,000
* Deduct sale commission: $50
* Proceeds of Disposition (POD): $12,000 - $50 = $11,950
* Capital Loss Calculation:
* Capital loss = ACB - POD
* Capital loss = $16,025 - $11,950 = $4,075
* Allowable Capital Loss:
* In Canada, 50% of the capital loss is allowable for tax purposes.
* Allowable capital loss = 50% × $4,075 = $2,038
* Option A ($2,038): Correct.
* Option B ($2,025): Incorrect; likely excludes commissions or contains a minor calculation error.
* Option C ($1,925): Incorrect; this does not account for the full adjusted cost base or allowable percentage.
* Option D ($2,013): Incorrect; this likely contains a rounding error or miscalculation.
References to Canadian Securities Course Exam 2 Study Materials:
* Volume 2, Chapter 24 - Canadian Taxation
* Discusses the calculation of adjusted cost base (ACB), proceeds of disposition (POD), and allowable capital losses.
* Volume 1, Chapter 11 - Corporations and Their Financial Statements
* Details financial concepts like capital gains, losses, and the treatment of commissions in securities transactions.
* Volume 2, Chapter 26 - Working with the Retail Client
* Covers tax implications and planning for securities transactions.

NEW QUESTION # 52 
After reviewing a client's risk tolerance, time horizon and financial objectives. Andy recommends that a long- term asset mix of 55%
equities, 40 bonds and 5% cash would be most appropriate for the client.
Which approach has Andy taken in his recommendation?

A. Tactical asset allocation
B. Dynamic asset allocation
C. Strategic asset allocation
D. Ongoing asset allocation

Answer: C

Explanation:
Strategic asset allocation is a long-term approach to portfolio management where a target allocation among asset classes (e.g.,
equities, bonds, cash) is established based on the client's risk tolerance, time horizon, and financial objectives. This allocation remains
relatively constant over time, with periodic rebalancing to maintain the original proportions.
* Details of Andy's Recommendation:Andy recommends a fixed asset mix of 55% equities, 40% bonds, and 5% cash, which aligns
with the principles of strategic asset allocation. The focus is on maintaining this allocation to meet long-term goals, without frequent
shifts based on short-term market movements.
* Why Other Options Are Incorrect:



* A. Dynamic asset allocation: This involves frequent changes to asset allocation in response to market trends, which is not evident in
Andy's recommendation.
* B. Tactical asset allocation: This is a short-term, active approach where adjustments are made based on market conditions to
capitalize on opportunities.
* D. Ongoing asset allocation: While this involves periodic rebalancing, it is not a defined approach like strategic allocation.
:
CSC Volume 2, Chapter 16: Asset allocation strategies.

NEW QUESTION # 53 
Which investor right must be disclosed in a Fund Fact document?

A. Investors can request a paper copy of the simplified prospectus for a small charge.
B. Investors have the right to act or claim damages without any limitation.
C. Investors have a right to withdrawal from their purchase within 24 hours after confirmation of the purchase is received.
D. Investors have the right to rescind the purchase if these is misrepresentation in the document.

Answer: D

Explanation:
The Fund Facts document is a regulatory disclosure document provided to mutual fund investors in Canada.
It aims to provide clear, concise, and relevant information about the fund. One critical investor right disclosed in this document is the
right to rescind their purchase if there is any misrepresentation in the document. This ensures transparency and legal protection for
investors.
* Explanation of Options:
* A. Rescission Due to Misrepresentation: Correct. If the document contains false or misleading statements, investors can rescind
the purchase under securities laws.
* B. 24-Hour Withdrawal Right: Incorrect. This is not a standard right for mutual fund purchases; the withdrawal right period is
generally within two business days after receiving the trade confirmation.
* C. Requesting a Simplified Prospectus: While investors can request this document, the Fund Facts specifically focuses on investor
rights related to rescission and misrepresentation.
* D. Claiming Damages Without Limitation: Incorrect. Claims for damages are subject to limitations under securities law and are not
unrestricted.
:
CSC Volume 2, Chapter 17: Fund Facts and regulatory disclosures.

NEW QUESTION # 54 
The XYZL mutual fund distributes realized capital gains of $1.50. What is the effect of this distribution?

A. The mutual fund will have to declare taxable income of $0.75 per share.
B. Each investor will have to report taxable income of $1.50 per share.
C. Investors will reduce the adjusted cost base of their holdings in the fund.
D. The net asset value per share will drop $1.50 as a result of the distribution.

Answer: B

NEW QUESTION # 55 
What is the best description of growth-style investment managers?

A. Managers deliver long-term total return mostly through capital appreciation
B. Managers buy discounted stocks that should eventually rise in price by screening stocks for cheap fundamentals
C. Managers focus on identifying the current phase of the economic cycle, the direction the economy is headed in, and the
various sectors affected
D. Managers are usually concerned with quarterly portfolio fluctuations

Answer: A



NEW QUESTION # 56
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