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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q333-
Q338):

NEW QUESTION # 333
Which statement best describes one of the main differences between short and long transactions?

A. Short transactions are more common than long transactions

B. Short sales must result in a decline in the price of the stock that is sold short

C. Investors using long transactions anticipate a price increase in the security

D. In a long transaction, the investor must pay the broker the cost of repurchasing the shares

Answer: C

Explanation:

Long transactions involve buying a security with the expectation that its price will increase, while short transactions mvolve borrowing
and selling a security with the hope of buying it back at a lower price. The feedback from the document states:

"Short transactions are a common feature of the capital markets, although not as common as long transactions
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- the transactions taken by nvestors who anticipate a price increase in the security. Investors who short sell stocks must first borrow
the shares. They must also declare their short transactions." Reference: Chapter 7 - Types of Investment Products and How They
Are TradedLearning Domain:

Understanding Investment Products and Portfolios

NEW QUESTION # 334
You have been researching Canadian equity mutual funds for a new client. You come across the following information.

‘What can you conclude from this information?

A. Fontaine Equity Fund is a better find because it has a higher quartile ranking,

B. Fontaine Equity Fund has a lower risk level since its Sharpe Ratio is lower.

C. Chamberlain Equity Fund has lower volatility since its 5-year annualized return is higher.
D. Fontaine Equity Fund's higher MER contributes to its lower 5-year annualized return.

Answer: D

Explanation:

The management expense ratio (MER) is the percentage of a fund's assets that is paid to the find manager for operating and
managing the fund. A higher MER means that more of the fund's returns are eaten up by fees, leaving less for the mvestors.
Therefore, Fontaine Equity Fund's higher MER 0£2.99% contributes to its lower 5-year annualized return of 11.25%, compared to
Chamberlain Equity Fund's MER 0f2.57% and 5- year annualized return of 13.42%. Therefore, D is the correct answer. ,
Management Expense Ratio (MER):

Definition and How It Works - Investopedia

NEW QUESTION # 335
When calculating an individual's annual RRSP contribution limit, what adjustments can be made to the base calculation?

A. Deduct unused contribution room

B. Add the Past Service Pension Adjustment.

C. Deduct the Pension Adjustment and Past Service Pension Adjustiment.
D. Add inflation.

Answer: C

NEW QUESTION # 336
As it pertains to fixed-income securities, which yield metric factors in cash flows relative to ongoing bond prices rather than the initial
amount invested?

A. Current

B. Earnings
C. Dividend
D. Effective

Answer: A

Explanation:

NEW QUESTION # 337
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. If the market goes up by 5%, the Optima Fund should go up by 7%



Answer: D

Explanation:

Comprehensive and Detailed Explanation From Exact Extract:

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 find is
expected to rise by 5% x 1.4 = 7%. The feedback from the docurment 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
PortfoliosLearming Domain:Understanding Investment Products and Portfolios

NEW QUESTION # 338
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