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CSI Canadian Securities Course Exam2 Sample Questions (Q114-Q119):
NEW QUESTION # 114 
Which statement best describes the Sharpe ratio?

A. It compares the return of the portfolio with the return of the market as a whole, relative to the portfolio's risk as measured
by its standard deviation.
B. It compares the return of the portfolio with the riskless rate of return, relative to the market's risk as measured by its
standard deviation.
C. It compares the return of the portfolio with the riskless rate of return, relative to the portfolio's risk as measured by its
standard deviation.
D. It compares the return of the portfolio with the return of the market as a whole, relative to the portfolio's risk as measured
by its beta.

Answer: C

NEW QUESTION # 115 
Based on market capitalization. which sector of the SSP.'TSX Composite index has one of the highest weightings within the index?

A. Health care
B. Energy
C. Information technology
D. Utilities

Answer: B

Explanation:
TheEnergy sectoris one of the highest-weighted sectors in theS&P/TSX Composite Indexbased on market capitalization. This
reflects Canada's resource-rich economy, where energy companies, including oil, gas, and related services, make up a significant
portion of the market.
Other options:
* Health care: A relatively small portion of the index.
* Utilities: Have a smaller weight compared to energy.
* Information technology: While growing, it has not surpassed energy in weight within the Canadian market.
References:
* Volume 1, Chapter 8:Equity Securities, section on "Canadian Market Indexes" outlines the composition and sectoral weightings of
the S&P/TSX Composite Index.

NEW QUESTION # 116 
What financial instrument is derived from the value of an underlying asset?

A. Real estate investment trust
B. Inflation linked bond
C. Preferred share.
D. Forward contract

Answer: D

Explanation:
Aforward contractis a derivative instrument whose value is derived from the value of an underlying asset, such as commodities,
currencies, or financial instruments. It is a customized agreement between two parties to buy or sell an asset at a future date at a
specified price.
* A. Real estate investment trust: A REIT is an equity instrument tied to real estate assets, not a derivative.
* C. Preferred share: A preferred share is an equity security with fixed dividends, not a derivative.
* D. Inflation-linked bond: These are fixed-income securities linked to inflation rates but are not considered derivatives.

NEW QUESTION # 117 



What actions can a government take to lower a $40 billion national deficit?

A. Increase government spending.
B. Decrease taxation
C. Increase interest rates.
D. Increase taxation

Answer: D

Explanation:
To reduce a national deficit, governments canincrease taxationto generate more revenue. This measure, combined with controlled
spending, helps reduce the shortfall between revenues and expenditures.
* B. Increase government spending: This would increase the deficit further unless matched by revenue increases.
* C. Decrease taxation: This would reduce revenue and worsen the deficit.
* D. Increase interest rates: This impacts monetary policy and borrowing costs but does not directly reduce a fiscal deficit.

NEW QUESTION # 118 
When a company issues a number of common shares, some of which are held by institutional investors, what are the institutional
investors' shares known as?

A. Market capitalization shares.
B. issued shares
C. Outstanding shares.
D. Public float shares.

Answer: D

Explanation:
The shares held by institutional investors, along with other shares available for trading by the public, are referred to as thepublic float
shares. These are the issued shares of a company that are actively traded in the market, excluding restricted shares held by insiders
or strategic investors.
Other options:
* Issued shares: Includes all shares a company has issued, including restricted shares.
* Outstanding shares: Includes all shares held by all shareholders, including restricted shares and shares not available for trading.
* Market capitalization shares: Not a term used to describe shares; market capitalization is a measure of a company's total value
based on its stock price and outstanding shares.
References:
* Volume 1, Chapter 8:Equity Securities, section on "Public Float and Market Capitalization" explains the concept of public float
shares.
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......
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