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NEW QUESTION # 74
Which of the following is an example of a mandatory corporate action with options?

A. Rights issue

B. Share buyback

C. Consolidation

D. Takeover acceptance

Answer: A

Explanation:
# Reference: FCA Handbook (Corporate Actions), CISI Wealth & Investment Management.

NEW QUESTION # 75
Standard deviation is used when analysing portfolios because it:

A. Identifies underperforming assets

B. Allows for a comparison of volatility

C. Makes it easier to track the performance against a benchmark
D. Identifies profitable trades

Answer: B

Explanation:
Standard deviation measures the volatility of returns, helping nvestors compare the risk levels of different portfolios or assets. A
higher standard deviation indicates greater uncertainty in returns, which can signify higher risk.

NEW QUESTION # 76
A firm has an existing client who is the head of a foreign state. What type of due diligence should the firm undertake if the client's
spouse applies to become a client?

A. Additional
B. Simplified
C. Standard

D. Enhanced

Answer: D

Explanation:

A client who is the spouse of the head of a foreign state is classified as aPolitically Exposed Person (PEP).

Firms are required to undertakeenhanced due diligence (EDD)for PEPs and their immediate family members due to the increased
risk of corruption, money laundering, or misuse of public funds.

* Simplified (A): This applies to low-risk clients, not PEPs.

* Standard (B): Standard due diligence is nsufficient for PEPs or their relatives.

* Additional (D): This term is not a formal category under anti-money laundering (AML) regulations.

References:

* International Certificate in Wealth & Investment Management: AML procedures and the treatment of PEPs.

* FATF (Financial Action Task Force) guidelines on enhanced due diligence for politically exposed persons.

NEW QUESTION # 77
Which index could be used to measure inflation from the perspective of the seller?

A. Producer price index
B. Consumer price index
C. Inflation price index
D. Retail price index

Answer: A



Explanation:

* Inflation from the Seller's Perspective:

* The Producer Price Index (PPI) measures changes in the prices received by sellers for their goods and services.
* Tt reflects production cost pressures, making it distinct from consumer-focused indices.

* Elimination of Other Options:

* A & C: Retail Price Index (RPI) and Consurer Price Index (CPI) measure inflation from the buyer's perspective.
* D: Inflation Price Index is not a recognized term.

References:

* JCWIM Module 1: Explanation of inflation measurement indices.

NEW QUESTION # 78
How do passive find managers use swaps to replicate an index?

A. They swap a pre-defined return in exchange for the return on the index

B. They swap the return on the index in exchange for a fixed fee

C. Having created an index fund, the managers use swaps to cover the tracking error
D. The loss on an index is swapped for the profit on a different index

Answer: A

Explanation:

Passive fund managers can use synthetic replication to track an index through derivatives like swaps. In this arrangement, the fund
agrees to pay a pre-defined return (e.g., LIBOR or a fixed rate) to a counterparty in exchange for the counterparty delivering the
total return of the index. This approach allows the fnd to replicate index performance without holding the physical securities,
reducing costs and eliminating tracking error.
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