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o Investment Products: This section of the exam measures the skills of an Investment Products Analyst and
covers fixed-income securities features, pricing, and trading; equity securities including common and

bEY 71 preferred shares; derivatives including options, forwards, futures, rights and warrants; and the

characteristics and uses of all these mvestment nstruments in Canadian markets.

¢ The Corporation: This section of the exam measures the skills of a Corporate Finance Analyst and covers

corporate structures, financial statements, disclosure requirements, investor rights, financing methods,
hEY 72 capital raising processes, prospectus requirements, securities distribution, and exchange listing procedures
for corporations.

¢ Analysis of Managed and Structured Products: This section of the exam measures the skills of an
Investment Products Specialist and covers mutual funds, exchange-traded funds, alternative mvestments,

hEY 73 structured products, and other managed products including their structures, regulations, features, risks,

strategies, performance measurement, and tax implications within the Canadian investment landscape.

¢ The Canadian Investment Marketplace: This section of the exam measures the skills of a Securities
Industry Professional and covers the structure and operation of Canada's mvestment marketplace. It
FEy 2 4 includes the roles of mvestment dealers and financial intermediaries, capital market finctions, financial
nstruments, and the complete Canadian regulatory environment with its regulatory bodies, principles of
regulation, client remediation options, and ethical standards for financial services professionals.

o Investment Analysis: This section of the exam measures the skills of a Research Analyst and covers both
. findamental and technical analysis methods, including macroeconomic, industry and company analysis

FEY Z5 : ) 4 . . . . ’

techniques, financial statement interpretation, ratio analysis, and security valuation approaches.
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H R #158
An investor has earned additional Income and is looking to mvest in a security that guarantees returns over.
The next seven years. What is the Best option for purchase?

A. Provincial saving bond
B. Proffered shares
C. Exchange-traded find.
D. Common shares

EM: A
Rt

Provincial savings bonds are a suitable option for an investor seeking a guaranteed return over a fixed period, such as seven years.
These bonds are backed by the credit of the issuing provincial government and provide a stable and secure investment, ensuring
predictable returns. They are often issued during specific sales campaigns and offer safety comparable to federal bonds but tailored
to provincial residents.

Other options:

* Preferred shares: Provide fixed dividends but do not guarantee returns.

* Common shares: Subject to market risk and do not offer guaranteed returns.

* Exchange-traded funds (ETFs): Can track bonds or equities but are subject to market fluctuations and do not guarantee returns.
References:

* Volume 1, Chapter 6:Fixed-Income Securities, section on "Provincial and Municipal Bonds" explains the features and security of
provincial savings bonds.

HA #159
How does asset-backed commercial paper (ABCP) differ from mortgage-backed securities?

A. ABCP provides high liquidity.

B. ABCP guarantees principle repayment if held to maturity
C. ABCP mimimizes roll-over risk.

D. ABCP offers maturity dates of at least three years.

Ef#: A

A -

Asset-Backed Commercial Paper (ABCP)andMortgage-Backed Securities (MBS )are both forns of securitized assets, but they
differ in structure and purpose:

* ABCP Features:ABCP is a short-term investment backed by a pool of assets such as receivables, loans, or leases. It is designed
to provide high liquidity with shorter maturities, often less than a year.

This contrasts with MBS, which typically has longer maturities tied to underlying mortgages.

* Key Differences:

* Liquidity: ABCP is highly liquid and used for short-term financing needs.

* Maturity: ABCP generally has maturities of less than a year, while MBS has longer terns.

* Risk: MBS carries additional interest rate and prepayment risks due to its mortgage backing,

* Why Other Options Are Incorrect:

* A. ABCP mmimizes roll-over risk: Roll-over risk exists with ABCP, as nvestors may need to reinvest upon maturity.

* C. ABCP offers maturity dates of at least three years: ABCP typically has much shorter maturities.
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* D. ABCP guarantees principal repayment if held to maturity: This guarantee depends on the underlying assets and is not inherent in
all ABCP.

References:

* CSC Volume 2, Chapter 23: Securitized products including ABCP and MBS.

H A #160
Institutional clients tend to be more sophisticated than retail clients. What benefit does this translate into for CIRO dealer members?

A. They are permitted to make trades on a discretionary basis for their clients.
B. They are subject to few, if any, investment restrictions.

C. They can organize their firms based specifically on client needs.

D. They are free of fiduciary obligations to their clients.

Ef#: C

HM #161
An investor wants to gain exposure to the Canadian stock market with minimal risk exposure. What is the test financial instrument for
this nvestor?

¢ A Index exchange-trace fund.
¢ B. Canadian bank preferred shares.
¢ C. Index-linked guaranteed nvestment certificate.

e D. Call option.
EfE: C
BRI -

The investor's goal is to gainexposure to the Canadian stock marketwhile maintainingminimal risk exposure. Among the provided
options, anindex-linked guaranteed mvestment certificate (GIC)is the most suitable choice.

Key Characteristics of an Index-Linked GIC:

* Capital Protection:

* Index-linked GICs guarantee the principal investment amount, offering the security of a GIC while tying returns to the performance
of'a stock index (e.g,, the S&P/TSX Composite Index).

* This ensures no loss of capital regardless of market performance.

* Market Exposure:

* The return on an index-linked GIC is linked to the performance of the underlying index, providing exposure to the stock market.
However, this comes without the downside risk associated with direct stock or fund investments.

* Low Risk:

* The combination of principal protection and market exposure makes it ideal for risk-averse investors seeking growth potential.
Review of Other Options:

* A. Canadian Bank Preferred Shares:

* While preferred shares provide stable dividends and relatively low volatility compared to common shares, they still carry market
risk and are not as secure as GICs.

* B. Index Exchange-Traded Fund (ETF):

* ETFs track stock indices and offer diversification, but they expose mvestors to the full market risk of the underlying index, making
them unsuitable for those seeking minimal risk exposure.

* C. Call Option:

* Call options are speculative derivatives that provide leverage for market exposure but carry significant risk of loss, making them
mappropriate for a low-risk nvestor.

Why D is Correct:

Anindex-linked GICbalances the mvestor's objective of gaining exposure to the Canadian stock market with the need for minimal
risk by guaranteeing principal protection while offering potential returns tied to market performance.

References:

* Canadian Securities Course (CSC), Volume 1, Chapter 6: Fixed-Income Securities - Features and Types. Discussion on index-
linked GICs and their suitability for risk-averse investors.

* Explanation of risk characteristics of preferred shares, ETFs, and derivatives in Chapter 8 and 10 of Volure 1.



M #162
‘What is margin in an equity transaction?

A. Loan that a dealer extends to a client to buy securities.

B. interest paid by the client to borrows securities.

C. Amount paid by a client when he uses credit to buy securities

D. Good-faith deposit to ensure the client will make future financial obligations

EfE: A

it

In an equity transaction,marginrefers to the loan that a dealer extends to a client to facilitate the purchase of securities. The client
pays a portion of the purchase price (the margin requirement), while the dealer provides the remainder as a loan. This enables clients
to leverage their investments and potentially enhance returns, albeit with increased risk.

Other options:

* Amount paid by a client when using credit to buy securities: Describes the margin requirement but does not fully define margin.

* Good-faith deposit to ensure future financial obligations: Refers to initial margin in derivatives trading, not equity transactions.

* Interest paid by the client to borrow securities: Refers to short-selling, not buying on margin.

References:

* Volume 1, Chapter 9:Equity Transactions, section on "Margin Accounts" explains the mechanics of margin trading and loans.
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