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ICWIM 5% & (Q169-Q174):

HH #169
Earnings before interest and tax provides a better picture of a company's operational performance and profitability from its core
business activities because it:

¢ A. Removes the effects of financing expenses

¢ B. Highlights a trend in a company's earnings per share

e C. Is a standardised measure of a company's performance
e D. Ignores capital expenditure

EfE: A

A :

Earnings before interest and tax is a measure of profit generated from operations before considering how the business is financed and
before tax effects. By excluding interest, it removes the impact of capital structure choices such as how much debt versus equity the
company uses and the level of interest costs that result. This makes it easier to compare operating performance across companies
with different leverage levels, different borrowing costs, or different refinancing histories. It also supports analysis of operating
efficiency because it focuses attention on revenue generation and operating expenses rather than financing decisions. Earnings per
share is influenced by the number of shares, buybacks, and financing structure, so it does not isolate operational performance in the
same way. Earnings before interest and tax is not fully standardised across all reporting practices, so that is not the best rationale. It
also does not ignore capital expenditure, since capital expenditure affects depreciation and mvestment needs and is better assessed
through cash flow measures. The key examinable benefit is that it strips out financing expenses to show core operating profitability.

HM #170
A firm acting as agent makes money by:

A. Charging their client a commission
B. Providing advice

C. Trading against its own order book
D. Profiting from the spread

EfE: A

fiR .-

When a firm acts as an agent, it does not trade securities for its own account but facilitates transactions between buyers and sellers.
The firm earns revenue by charging a commission to its clients for executing these transactions.

* Profiting from the spread (A): This is typical for firms acting as principal, not as agent.

* Providing advice (B): Advice is part of advisory services, not agency transactions.

* Trading against its own order book (D): This describes proprietary trading, not agency.

References:

* International Certificate in Wealth & Investment Management: Roles of market participants and distinctions between agent and
principal roles.

* Definitions of commission structures in agency services.

HE#171
It is impossible to diversify against:

A. Credit risk

B. Liquidity risk
C. Currency risk
D. Market risk

A
B

: D


https://www.xhs1991.com/ICWIM.html

e«
# Reference: Modern Portfolio Theory (MPT), CFA Institute (Systematic Risk).

R #172
Which of'the following types of funds is able to cancel units?

A. Split capital trust
B. Open-ended

C. Closed-ended
D. Investment trust

IEf#: B

AR :

An open-ended fund can create or cancel units based on investor demand.

* Liquidity: Open-ended funds, such as Unit Trusts and OEICs (Open-Ended Investment Companies), continuously issue and
redeem shares.

* Pricing: The price is based on the Net Asset Value (NAV).

* Flexibility: The find manager can adjust the find size by issuing or cancelling units.

# Reference: FCA Handbook, CISI Wealth & Investment Management (Fund Structures).

B #173
An adviser is reviewing a client's portfolio, which has a time horizon of 15 years and is made up primarily of bonds and cash but with
some exposure to equities and other higher-risk investments. It is reasonable to believe that the client's risk appetite is:

A. Low Risk

B. Mid Risk

C. Mid-High Risk
D. Low-Mid Risk

IEf#: D

R -

Risk appetite is determined by investment time horizon, asset allocation, and financial goals.

* Why is Option B Correct?

* A 15-year time horizon allows for some exposure to risk, but a heavy allocation to bonds and cash suggests a conservative
approach.

* The presence of some equities implies a moderate willingness to take risk.

* Why Not Other Options?

* A (Low risk) # A pure cash and bond portfolio would be low risk, but equities add some risk.
* C (Mid risk) # A balanced portfolio would have higher equity exposure.

* D (Mid-high risk) # A higher-risk portfolio would be equity-heavy.

# Reference: CFA Institute (Risk Profiling), CISI Wealth & Investment Management.
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