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CISI International Certificate in Wealth & Investment Management Sample
Questions (Q218-Q223):

NEW QUESTION # 218
Which of the following is an example of a mandatory corporate action with options?

A. Rights issue

B. Consolidation

C. Takeover acceptance
D. Share buyback

Answer: A

Explanation:

Corporate actions are often classified by whether the shareholder must participate and whether there are choices. A mandatory
corporate action with options is one where the event will happen, but the shareholder must make an election between alternatives. A
rights issue fits this classification because the company proceeds with issuing rights to existing shareholders, but the shareholder
typically has options such as taking up the rights to buy new shares, selling the rights, or allowing them to lapse, depending on the
terms and market arrangements. Consolidation is generally mandatory with no choice, for example a share consolidation where
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holdings are adjusted according to a fixed ratio. A share buyback is usually voluntary because shareholders choose whether to
tender shares. Takeover acceptance is also voluntary because shareholders decide whether to accept the offer, even though the
corporate event may proceed if sufficient acceptances are obtained. The key test point is identifying where the shareholder must
respond with an election. A rights issue is the most appropriate example of a mandatory corporate action with options.

NEW QUESTION # 219
Performance attribution analysis attempts to explain why a portfolio had a certain return. It does so by breaking down the
performance and attributing the results based on the decisions made by the find manager on which of the following?

A. Asset allocation alone

B. Asset allocation and sector choice only

C. The combination of asset allocation, sector choice, security selection, and risk analysis
D. The combination of asset allocation, sector choice, and security selection

Answer: D

Explanation:

Performance attribution analysis evaluates the performance of a portfolio by breaking it into components attributed to specific
mvestment decisions. These include:

Asset Allocation: The decision on the proportion of the portfolio allocated to different asset classes (e.g,, stocks, bonds).
Sector Choice: Selecting specific sectors (e.g., technology, healthcare) within asset classes.

Security Selection: Choosing individual securities within the selected sectors.

Risk analysis, while critical for mvestment management, is not typically part of standard performance attribution frameworks.
References:

International Certificate in Wealth & Investment Management: Portfolio performance evaluation section.

Standard attribution models: Brinson, Hood, and Beebower model widely used in performance attribution.

NEW QUESTION # 220
Measures of Central Tendency include a method whereby a set of numbers are multiplied and then the nth root of the resulting
product is taken. This is known as the:

A. Geometric mean
B. Mode

C. Median

D. Arithmetic mean

Answer: A

Explanation:

The geometric mean is calculated using the formula:

A math equation with numbers and symbols Al-generated content may be incorrect.

Used in Finance: The geometric mean is crucial in measuring compound returns over time.

* More Accurate for Investments: It accounts for volatility in investment returns.

# Reference: CFA Institute, CISI Wealth & Investment Management (Quantitative Methods).

NEW QUESTION # 221
The return froma zero coupon bond, held to maturity, is:

A. Entirely ncome

B. Entirely capital gain

C. Determined by interest rates

D. A mixture of income and capital gain

Answer: B

Explanation:
A zero coupon bond does not pay periodic coupon interest. Instead, it is issued at a discount to its face value and redeemed at face
value at maturity. The investor's total return, when the bond is held to maturity, is therefore the difference between the purchase price



and the redemption amount. In exam terns, that return is treated as a capital uplift rather than income, because there are no cash
coupon payments received during the life of the bond. While market interest rates do influence the bond's price before maturity,
which is why zero coupon bonds can be very volatile if sold early, the question specifies held to maturity. If the investor holds to
maturity, the cash flows are fixed as purchase price outflow and redemption value inflow, so the realised return comes entirely from
the price accretion from discounted purchase price to par redemption. This is the key conceptual distinction CISI tests: coupon
bonds provide income plus potential capital change, whereas zero coupon bonds deliver their return through the capital element only,
assuming no default and holding to maturity.

NEW QUESTION # 222
When investing in accordance with Sharia law it is important to observe that:

A. Interest is only credited at the end of any contract

B. All forms of interest are forbidden

C. Any interest due is paid upfront

D. Only authorised banks are allowed to charge mnterest

Answer: B

Explanation:

Sharia-compliant nvesting is built around the principle that money should not generate money simply by the passage of time. As a
result, riba, commonly understood as interest or usury, is prohibited. This means conventional interest-bearing lending and borrowing
structures are not acceptable within Sharia, and investment arrangements must avoid receiving or paying interest. Instead, Sharia-
compliant products aimto generate returns through permissible trading and investment activity, typically by linking profit to the
performance of an underlying asset or business activity and by structuring returns as profit-sharing, mark-up on trade, rental income,
or participation in tangble assets rather than interest on debt. The prohibition is not about timing, so it is not the case that interest
becomes acceptable if credited at the end of a contract or paid upfront. Likewise, it is not restricted to whether a bank is authorised;
the issue is the nature of the return itself.

In exam terms, the key takeaway is that interest is fundamentally impermissible, which drives the design of Islamic financial
instruments and the screening of investments for Sharia compliance.

NEW QUESTION # 223
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