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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q418-
Q423):

NEW QUESTION # 418
What is the process of selecting specific industries from which stocks will be chosen for the portfolio?

A. Strategic asset allocation

B. Passive portfolio management
C. Sector weighting

D. Market timing

Answer: C

Explanation:

Comprehensive Explanation with CSC References:

The process of selecting specific industries (sectors) from which stocks are chosen is called sector weighting.
Strategic asset allocation (A) refers to long-term allocation among asset classes (stocks, bonds, cash).
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Market timng (C) is an attempt to profit from predicting market movements.
Passive management (D) involves tracking an index with little or no active stock/sector selection

NEW QUESTION # 419
What is the characteristic of a Stage 2 - Family Commitment investor that most affects the ability to save for the long term?

A. Risk tolerance

B. Lack of liquidity

C. Wealth transfer considerations
D. Marginal tax bracket

Answer: B

Explanation:

Stage 2 - Family Commitment investors typically face liquidity constraints due to family and financial obligations, which hinders their
ability to save for long-term goals. The feedback from the document states:

"In Stage 2, the lack of liquidity that is typical results in a difficulty in allocating funds to savings. Although they might identify long-
term goals, such as retirement saving, they can barely manage to save enough for more pressing short-term goals." Reference:
Chapter 4 - Getting to know the clientl.earning Domain: The Know Your Client Commumnication Process

NEW QUESTION # 420
What does a Sharpe ratio of 1 indicate?

A. The portfolio manager has produced more return than predicted
B. The portfolio's returns are greater than that of the risk-free rate
C. The portfolio's volatility exceeds that of the underlying market
D. The portfolio has consistent year-over-year performance

Answer: B

Explanation:

NEW QUESTION # 421

A husband wishes to transfer some of his non-registered mutual find holdings to his wife, but wants to maintain trading authority over
the transferred assets. He also wishes to ensure that should she die, the gift he is making will revert to him. What is the appropriate
account type?

A. Open a nominee account

B. Open an account in his wife's name only
C. Open a joint account

D. Open a tenants in common account

Answer: C

Explanation:

A joint account allows the husband to retain trading authority and includes the right of survivorship, ensuring the assets revert to him
ithis wife dies. The feedback from the documment states:

"The husband would have no financial interest in a client name account, registered in his wife's name only. A nominee account would
transfer trading authority to a dealer or third-party administrator. In a tenants in common account, each spouse would have trading
authority over his/her portion of the account. Therefore, the husband's best option would be to open a joint account and retain full
trading authority. A joint account would also offer the right of survivorship, which is not a feature of a tenants in common account."
Reference: Chapter 17 - Mutual Fund Dealer Regulationlearning Domain: Ethics, Compliance and Mutual Fund Regulations

NEW QUESTION # 422
The Optima Equity Fund has a beta of 1.4. What is the most accurate way to describe the Optima Equity Fund' s relationship to the
market as a whole?



A. Ifthe market goes down by 10%, the Optima Fund should go up by 11.4%
B. Ifthe market goes down by 5%, the Optima Fund should go down by 5.7%
C. If the market goes up by 10%, the Optima Fund should go up by 11.4%

D. Ifthe market goes up by 5%, the Optima Fund should go up by 7%

Answer: D

Explanation:

A beta of 1.4 indicates that the Optima Equity Fund is 1.4 times more volatile than the market. If the market rises by 5%, the fund is
expected to rise by 5% x 1.4 = 7%. The feedback from the document states:

"One way to measure market risk is by calculating a portfolio's beta. Beta shows how much a portfolio fluctuates when the market
as a whole fluctuates. A higher beta means that the portfolio is exposed to more risk. The market has a beta of 1.0. In this example:
The Optima Equity Fund has a beta of 1.4, which means the Fund is expected to be 1.4 times more volatile than the market as a
whole. If the S&P/TSX Composite Index is used to measure the performance of the Optima Fund, then if the Index rose by 10%
you would expect to see the Optima Fund rise by 14% (1.4 x 10%)." Reference: Chapter 8 - Constructing Investment
PortfoliosLearning Domain: Understanding Investment Products and Portfolios

NEW QUESTION # 423
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