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¢ Regulatory Entities, Agencies, and Market Participants: This section of the exam measures the skills of
Financial Regulatory Analysts and covers the structure, authority, and jurisdiction of key regulatory bodies
overseeing financial markets. The SEC's role in enforcing securities regulations is assessed, along with the

bEY 71 authority of self-regulatory organizations such as FINRA and MSRB. Candidates must also understand the

functions of other financial regulators, including the Department of the Treasury and state regulatory

agencies. One key skill evaluated is identifying the jurisdictional scope of different financial regulators.

¢ Understanding Trading, Customer Accounts, and Prohibited Activities: This section of the exam measures

the skills of Securities Traders and focuses on different trading strategies, settlement processes, and
NEw 22 corporate actions. Candidates must demonstrate knowledge of order types, including market, limit, stop,
and good-til-canceled orders, as well as bid-ask spreads and discretionary versus non-discretionary

trading.
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o Market Structure: This section of the exam measures the skills of Equity Market Specialists and covers the

classification of financial markets, including the primary, secondary, third, and fourth markets. Candidates
FEy 23 must demonstrate knowledge of electronic trading, over-the-counter (OTC) markets, and physical
exchanges. One specific skill tested is differentiating between various market types and their operational
mechanisis.

FINRA Securities Industry Essentials Exam (SIE) 58 & SIE A 5[5 & (Q111-
Q116):

2 #111

The provision that allows a bond issuer to purchase bonds from customers prior to the maturity date on the bond is known as a:

e A Cal

e B. Conversion
e C. Defeasement
e D. Put

EfE: A

R -

Step by Step Explanation:

* Call Provision: This allows the issuer to redeem bonds before their maturity date, usually at a premium to the par value, which
benefits the issuer in a declining interest rate environment.

* Put Provision: Allows bondholders, not issuers, to sell the bond back to the issuer.

* Conversion: Relates to convertible bonds that can be converted into equity.

* Defeasement: Refers to the removal of a bond issuer's obligation by setting aside cash or securities to cover the debt.
References:

* SEC Guide on Callable Bonds: SEC Callable Bonds.

R #112
Which of the following statements is true regarding the SEC's characterization of a registration statement that has just been made
effective?

A. The SEC has not passed judgment on the merits of the security being offered for sale.
B. The SEC has approved the security being offered for sale.

C. The SEC has found the information presented to be true and accurate.

D. The SEC has determined that no material mformation has been omitted.

EE: A

R :

Step by Step Explanation:

* SEC Registration Statements: The SEC reviews registration statements for completeness and compliance but does not judge the
merits, approve, or endorse the securities being offered.

* Other Options:

* A, B, and C: Misrepresent the SEC's role in the registration process.

SEC Bulletin on Registration Statements: SEC Registration Process.

B #113
Which of the following investments provides foreign nvestment exposure?

A. Treasury bills

B. American Depositary Receipts (ADRs)
C. SPDR S&P 500 ETF (SPY)

D. Municipal bonds



IEf#: B

R :

American Depositary Receipts (ADRs) provide U.S. investors with exposure to foreign companies, making D correct. An ADR is a
negotiable receipt issued by a U.S. depository bank representing shares (or a fraction of shares) in a non-U.S. company. ADRs
trade in U.S. markets and are typically priced and settle in U.S. dollars, which can make foreign investing more operationally
convenient for U.S. investors while still offering exposure to the underlying foreign issuer's business and its home-market risks.
Choice A (Treasury bills) are U.S. government debt instruments and do not provide foreign exposure. Choice B (municipal bonds)
are issued by U.S. states, cities, and other municipal entities, so they are domestic.

Choice C (SPY) is an ETF designed to track the S&P 500, which is a U.S. large-cap equity index; while some underlying
companies may have international operations, SPY is not typically considered a direct "foreign investment exposure" vehicle in SIE
terms. ADRSs are the clean, direct answer because the underlying issuer is foreign.

On the SIE, ADRSs are tested as an equity product type and as a method of gaining international exposure, along with related
concepts such as currency considerations (even if ADRs trade in dollars, the underlying business may be exposed to currency and
foreign political/economic risk), and the role of depository banks.

H #114
Which of'the following customers Is eligible to open an institutional account at a broker-dealer?

A. An investment club with pooled assets totaling $1 million
B. An Insurance company with assets of $45 million

C. corporation with assets totaling $25 million

D. limited liability partnership with assets of $20 million

Ef#: B

R #115
Which of the following characteristics best describes a benefit of a variable annuity subaccount?

¢ A The account is managed by a third-party custodian and is, therefore, subject to lower management fees than those charged
by the insurance company.

¢ B. The account is held separately from the insurance company's general account and, therefore, is protected from the claims
of general creditors of the insurance company.

e C. The account represents the indebtedness of the insurance company that is subordinated to the claims of general creditors
and, therefore, offers investors a higher rate of return.

e D. The account is held at a broker-dealer that is separate from the insurance company, thereby allowing tax-deferred
mvestments in all types of securities products.

EfE: B

R 2

Variable annuity subaccounts are held in separate accounts, distinct from the insurance company's general account. This separation
protects subaccount assets from claims by creditors in case the insurance company becomes insolvent.

* C is correct because the separate account ensures creditor protection.

* A is incorrect as management fees for variable annuities are often higher.

* B is incorrect because the subaccounts are not held at broker-dealers.

* Dis incorrect as subaccounts do not represent subordinated debt.

Reference: SIE Study Guide, Chapter 7: Annuities
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