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CSI Canadian Securities Course Exam2 Sample Questions (Q37-Q42):

NEW QUESTION # 37
Based on market capitalization. which sector of the SSP."TSX Composite index has one of the highest weightings within the index?

A. Health care

B. Utilities

C. Information technology
D. Energy

Answer: D

Explanation:

TheEnergy sectoris one of the highest-weighted sectors in theS&P/TSX Composite Indexbased on market capitalization. This
reflects Canada's resource-rich economy, where energy companies, including oil, gas, and related services, make up a significant
portion of the market.

Other options:

* Health care: A relatively small portion of the index.

* Utilities: Have a smaller weight compared to energy.
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* Information technology: While growing, it has not surpassed energy in weight within the Canadian market.

References:

* Volume 1, Chapter 8:Equity Securities, section on "Canadian Market Indexes" outlines the composition and sectoral weightings of
the S&P/TSX Composite Index.

NEW QUESTION # 38
An investiment analyst at a bank is reviewing the high, low and closing prices of a financial services stock.
What type of analysis is this analyst conducting?

A. Chart analysis

B. Quantitative analysis

C. Moving average analysis
D. Cycle analysis

Answer: A

NEW QUESTION # 39

After reviewing a client's risk tolerance, time horizon and financial objectives. Andy recommends that a long- term asset mix of 55%
equities, 40 bonds and 5% cash would be most appropriate for the client.

‘Which approach has Andy taken in his recommendation?

A. Tactical asset allocation

B. Ongoing asset allocation
C. Dynamic asset allocation
D. Strategic asset allocation

Answer: D

Explanation:

Strategic asset allocation is a long-term approach to portfolio management where a target allocation among asset classes (e.g.,
equities, bonds, cash) is established based on the client's risk tolerance, time horizon, and financial objectives. This allocation remains
relatively constant over time, with periodic rebalancing to maintain the original proportions.

* Details of Andy's Recommendation:Andy recommends a fixed asset mix of 55% equities, 40% bonds, and 5% cash, which aligns
with the principles of strategic asset allocation. The focus is on maintaining this allocation to meet long-term goals, without frequent
shifts based on short-term market movements.

* Why Other Options Are Incorrect:

* A. Dynamic asset allocation: This involves frequent changes to asset allocation in response to market trends, which is not evident in
Andy's recommendation.

* B. Tactical asset allocation: This is a short-term, active approach where adjustments are made based on market conditions to
capitalize on opportunities.

* D. Ongoing asset allocation: While this involves periodic rebalancing, it is not a defined approach like strategic allocation.

CSC Volume 2, Chapter 16: Asset allocation strategies.

NEW QUESTION # 40
A fixed-rate bond was originally priced at $100 and paid $5 per year in interest. Currently, the bond is trading at $102.75. What is
the impact on the current yield of coupon of the bond as a result of the change in price?

A. The current yield is higher man 5%.
B. The coupon is lower than 5%.

C. The coupon is higher than 5%.

D. The current yield is lower than 5%

Answer: D

Explanation:
The coupon rate of the bond remains fixed at 5%, as it is based on the bond's orignal par value of $100. The current yield,
however, decreases because the bond's price has increased to $102.75. Current yield is calculated as:



Current Yield=Coupon PaymentCurrent Price\text {Current Yield} = \frac {\text{Coupon Payment} } {\text
{Current Price} } Current Yield=Current PriceCoupon Payment

Given:

* Coupon Payment = $5

* Current Price = $102.75

Current Yield=5102.75#4.87%\text{Current Yield} =\frac{5} {102.75} \approx 4.87\%Current Yield=102.
755#4.87%

* A. The coupon is higher than 5%: The coupon remains fixed at 5%.

* B. The current yield is higher than 5%: The current yield is lower than 5% due to the increased price.

* D. The coupon is lower than 5%: The coupon does not change with the bond's price.

Reference:CSC Volume 1, Chapter 7, "Bond Pricing - Current Yield Calculation” explains the relationship between price changes
and current yield.

NEW QUESTION # 41
Which type of market participant is generally regulated as an alternative trading system?

A. Over-the-counter bulletin board.
B. Dark pool

C. Pink sheets

D. Venture exchange

Answer: B

Explanation:

Analternative trading system (ATS)is a trading platform that is not a formal stock exchange but allows for the buying and selling of
securities. Adark poolis a type of ATS where trade details are not displayed until after execution, providing anonymity to large
institutional trades. Other options like venture exchanges, pink sheets, and OTC bulletin boards are not considered ATSs.
References:

* Volume 1, Chapter 9, "Alternative Trading Systens".
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