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Thie Sierra Verda Colfea Company recently developed a new flavor, jasmine chili sahed
mocha. Unfortunately, the colfes has a harrible taste, and the company discontinues the
flavor. The eosts involved in bringing the new product 1o market combined with the drop
in zalas and a reputational hit have translated into a significant drop In the price of the
slock. This is an example of what type of risk?

A} Market risk

B} Interest rate risk

C) Business risk

0} Default risk === C) Business risk

Risk that anses oul of a poor busingss decision is busingess gk, Intenes! rate risk and
chaaudt risk impact bond values, Market nsk impacts the entire markel.,

Which of the lollowing is an exampbe of systematic risk?

A} Interest rate risk

B) Delault risk

C) Call risk

D) Businass risk »=> A) Inlerest rate risk

Interest rate sk affects ail fixed-income invesiments in & similar way due 10 the inverse
relationship. Businass and default risk are isswer specific. Call risk is issue specdic, and
is generally seon a5 unsystemals

In the aventof a cofporate bankmuptey, which of the following is trua?

A} A shareholder's liabdty is linded to the amount invested wihen shades wene
purchased,

B} A shareholder has unfimited |lability as an owner of the corporation.

C) A shareholdar can be obligated 1o iguidate personal assets to meet the iabdties of
the comparation.

D) A shareholdar can be required to rebate &l dividends recaived during ownarship to
et the liabidities of the corparation. === &) A sharaholder's liability 15 limited ta the
amount invesiad when shares were purchased.

Shareholders have limited [abdity and are parsonally at risk only fof the amount that
Wiag invested

Which of the lolfowing is not reported on Form U47
A) Aliasas

B} Marital status
C) Employment history
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FINRA Securities Industry Essentials Exam (SIE) Sample Questions (Q193-
Q198):

NEW QUESTION # 193
When the index level and strike price of a listed index option are the same, the option is:

A. at the money.

B. out of the money.

C. trading at intrinsic value only.
D. in the money.

Answer: A

Explanation:

An option is at the money (ATM) when the current value of the underlying (here, the index level) is equal to the option's strike price.
That definition matches the question exactly, making B correct. ATM status is one of the core "moneyness" classifications tested on
the SIE along with in the money (ITM) and out of the money (OTM).

For a call option, the option is ITM when the underlying index level is above the strike price (because exercising would allow
purchase at the strike below the market), and OTM when the index level is below the strike. For a put option, it's the reverse: [TM
when the underlying is below the strike, and OTM when the underlying is above the strike. When the index level equals the strike,
neither a call nor a put has mtrinsic value based on immediate exercise, so it is ATM.

Choice A and C are incorrect because "in" and "out of the money" require the underlying to be above or below the strike, not equal.
Choice D is incorrect because an option trading at "mntrinsic value only" implies it has no time value and is priced exactly at intrinsic
value. But ATM options have zero intrinsic value by definition; their premum (if any) is typically all time value, reflecting volatility and
time remaining until expiration.

This question reinforces the SIE's options fundamentals: strike price, premium, intrinsic vs time value, and how moneyness is
determined using the underlying level relative to the strike.

NEW QUESTION # 194
Which of the following statements best describes an American Depositary Receipt (ADR)?

A. ADRs represent shares of a foreign security held in foreign commercial banks.
B. ADRs represent shares ofa U.S. security held in foreign commercial banks.
C. ADRs trade like U.S. issues and are quoted in U.S. dollars.

D. ADRs trade like U.S. issues and are quoted in foreign currency.

Answer: C

Explanation:

Step by Step Explanation:

* ADRs: Represent foreign securities but are issued in the U.S. and quoted in U.S. dollars, making them easier for American
mvestors to trade.

* Incorrect Options:

* B: ADRs are quoted in U.S. dollars, not foreign currencies.

* C & D: ADRSs represent foreign securities held by U.S. banks, not foreign banks.

References:

* SEC Bulletn on ADRs: SEC ADR Overview.

NEW QUESTION # 195

At a prospecting event, a registered representative (RR) provides cards for attendees to write down their contact information if they
want to have a follow-up meeting with her. Which of the following actions should the RR take in this situation to comply with
telemarketing rules?

A. Contact the prospects at will since they provided express written consent

B. Obtain the broker-dealer's approval before making a call

C. Prior to contacting the prospects, check all of the names on the cards to make sure they are not on the National Do Not
Call Registry

e D. Limit contact with prospects to between 9 a.m. and 9 p.m



Answer: C

Explanation:

Step by Step Explanation:

* Telemarketing Rules (FINRA Rule 3230): Require firms to check the National Do Not Call Registry before contacting individuals,
even if those individuals provide their contact information voluntarily.

* Incorrect Options:

* A: Approval isn't required for individual follow-ups; compliance with the registry is.

* B: While calls must be limited to appropriate hours, the registry check is still mandatory.

* C: Wiritten consent does not override the registry requirement.

FINRA Rule 3230 (Telemarketing): FINRA Rule 3230.

NEW QUESTION # 196

A customer retires at age 65 and rolls over his 401 (k) of $850,000 In equities into an Individual retirement account (IRA). This Is
his entire portfolio, and he is concerned about the stock market collapsing and ruining his portfolio. The customer is most concerned
with which type of risk?

A. political

B. Systematic
C. Interest rate
D. Inflation

Answer: B

NEW QUESTION # 197
Publicly traded limited partnership interests are typically considered:

A. Derivative investments
B. Fixed-income securities
C. Mutual fimds

D. Equity securities

Answer: D

Explanation:

Step by Step Explanation:

* Publicly Traded Limited Partnerships (PTPs): Represent ownership stakes, which categorize them as equity securities. PTPs often
mvolve sectors like real estate or energy.

* Incorrect Options:

* A: Mutual funds are pooled investment vehicles, not partnerships.

* C: Fixed-income securities are debt instruments like bonds.

* D: Derivatives include options or futures, not ownership stakes.

SEC Guidance on Publicly Traded Partnerships: SEC PTPs.

NEW QUESTION # 198
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