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NEW QUESTION # 80
Which of the following forms part of the Financial Planning Standards Board six step process for financial planning?

A. Minimise client's tax burden

B. Analyse client's financial status
C. Challenge client's risk appetite
D. Organise client's financial affairs

Answer: B

Explanation:
A structured financial planning process is designed to move from understanding the client to delivering and maintaining a suitable
plan. The Financial Planning Standards Board process includes steps such as establishing and defining the relationship, gathering
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information including goals and data, analysing and evaluating the client's financial status, developing and presenting
recommendations, implementing the recommendations, and monitoring and reviewing the plan over time. Analysing the client's
financial status is therefore a core step because it turns raw fact find data into an assessment of affordability, priorities, constraints,
and gaps. Challenging risk appetite is not a formal named step in the framework, even though risk profiling is an important activity
within information gathering and analysis. Minimising the client's tax burden is not a required step title and would be a possible
objective or consideration within the recommendations, not the process itself. Organising a client's financial affairs may be an
outcomme of advice, but it is not the recognised step in the FPSB sequence. The exam focus is recognising the disciplined process and
selecting the option that matches a defined step.

NEW QUESTION # 81
An advisor 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
somme exposure to equities and other higher-risk investments. It is reasonable to believe that the client's risk appetite is:

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

Answer: D

Explanation:

* Risk Appetite and Portfolio Composition

* A portfolio primarily of bonds and cash indicates a conservative approach, but the inclusion of equities and higher-risk mvestments
suggests some tolerance for risk.

* A 15-year time horizon allows for a balanced approach, mitigating risks associated with equities over time.
* Why the Answer is B

* The mix of low-risk (bonds, cash) and some high-risk exposure (equities) aligns withLow-Mid Risk.

* Why Other Options are Incorrect

* A. Low Risk: Overlooks the equity and higher-risk components.

* C. Mid Risk / D. Mid-High Risk: Overestimate the risk level due to the dominance of bonds and cash.

* JICWIM Study Guide, Chapter on Risk Profiling: Explains portfolio risk classification.

References

NEW QUESTION # 82
Which of the following is an example of a mandatory corporate action with options?

A. Takeover acceptance
B. Share buyback

C. Rights issue

D. Consolidation

Answer: C

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

NEW QUESTION # 83
Once a company reaches the point known as the minimum efficient scale, the theory of the firm suggests that the company should:

A. Halt its output expansion

B. Increase its unit price

C. Accelerate its output expansion
D. Decrease its unit price

Answer: A

Explanation:
Minimum efficient scale is the output level at which a firm has exploited the main economies of scale and achieved the lowest long-



run average cost of production. Up to this point, expanding output tends to reduce unit costs as fixed costs are spread and
operational efficiencies improve. Once the firm reaches minimum efficient scale, firther expansion does not necessarily reduce long-
run average costs and may eventually introduce diseconomies of scale, such as coordination issues, management complexity, and
rising inefficiencies. In the theory of the firm, the strategic implication is that the firm has reached a scale where cost advantages from
growing larger are no longer the primary driver of competitiveness. Therefore, the firm should not expand output purely to chase
lower unit costs. It would typically focus on maintaining efficient operations, protecting market position, and only increasing output if
it can still do so profitably without pushing costs higher. That makes halting output expansion, in the context of cost-minimisation
theory, the best answer among the options provided.

NEW QUESTION # 84
ROCE can be used to establish which of the following?

A. Net profit in relation to the cost of sales

B. Impact of borrowing costs on company performance
C. Returns generated from capital invested in the business
D. The net profitability of the business

Answer: C

Explanation:

* ROCE (Return on Capital Employed)

* Measures the efficiency and profitability of a company relative to the capital invested in the business.

* Formula: ROCE=Earnings Before Interest and Tax (EBIT)Capital Employed\text{ROCE} = \frac

{Mtext{Eamings Before Interest and Tax (EBIT)} } {\text{Capital Employed} } ROCE=Capital EmployedEarnings Before Interest
and Tax (EBIT)

* Why the Answer is C

* ROCE specifically focuses on the returns generated from the capital base, providing insight into how effectively the business is
using its resources.

* Why Other Options are Incorrect

* A. Net profitability: Refers to net profit margins, not ROCE.

* B. Borrowing costs: ROCE ignores borrowing costs as it considers EBIT.

* D. Net profit in relation to cost of sales: Refers to gross profit margin, not ROCE.

* ICWIM Study Guide, Chapter on Financial Ratios: Covers ROCE and its applications.

* Corporate Finance Texts: Defines ROCE as a key performance metric.

ReferencesThus, the correct answer isC. Returns generated from capital invested in the business.
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