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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q392-
Q397):

NEW QUESTION # 392

Your clients, Philip and Helen, have a disabled son, Alex, age 22. They want to set up a registered disability savings plan (RDSP)
for Alex and have asked you for some information.

Which statement is TRUE?

A. There is no annual or lifetime maximum limit on contributions.
B. Alex nust quality for the disability tax credit.

C. Philip and Helen's contributions are tax-deductible.

D. Philip and Helen's contributions are refindable to them.

Answer: B

Explanation:

A registered disability savings plan (RDSP) is a savings plan intended to help parents and others save for the long-term financial
security of a person who is eligible for the disability tax credit (DTC). The DTC is a non- refundable tax credit that helps persons
with disabilities or their supporting persons reduce the amount of income tax they may have to pay. To be eligible for the DTC, a
person must have a severe and prolonged impairment in physical or mental functions, as defined by the Income Tax Act and as
certified by a medical practitioner. Therefore, Alex must qualify for the DTC in order to be eligible for an RDSP. References: What
is a registered disability savings plan (RDSP) - Canada.ca, Disability tax credit - Canada.ca

NEW QUESTION # 393
Which security is most likely to provide a capital gain if held to maturity?

A. A government bond bought at a premium

B. Common shares of a mature company

C. Cumulative preferred shares bought at par value
D. A corporate bond bought at a discount

Answer: D

Explanation:

Comprehensive and Detailed Explanation From Exact Extract:

A corporate bond bought at a discount will provide a capital gain at maturity, as the investor receives the par value, which is higher
than the purchase price. The feedback from the document states:

"Bond prices are quoted using an index with a base value of 100. A bond trading at 100 is said to be trading at face value, or par. A
bond trading below par, say at a price 0of 98, is said to be trading at a discount... So if you buy a bond at a discount, at maturity, you
will receive the par or face value. The difference between the discounted price and the par value received at maturity is considered a
capital gain." Reference:Chapter 7 - Types of Investment Products and How They Are TradedLearning Domain:

Understanding Investment Products and Portfolios

NEW QUESTION # 394
What effect does contractionary monetary policy have on money supply and credit in the economy?

A. Tt increases money supply and decreases credit
B. It decreases money supply and decreases credit
C. It decreases money supply and increases credit
D. It increases money supply and increases credit

Answer: B

Explanation:

Contractionary monetary policy is used when the economy is overheating or facing inflationary pressure.

The Bank of Canada increases interest rates, which leads to reduced borrowing and lending,

This action decreases the money supply in circulation and reduces the availability of credit to consumers and businesses.
Therefore, the correct effect of contractionary monetary policy is that it reduces both money supply and credit in the economy.



NEW QUESTION # 395

Your client Gerard is 30 years old and plans to retire at age 65. He has a mutual find portfolio of $40,000 in which he invests
$1,500 monthly. Gerard's objective is to use these finds to meet the 20% down payment requirement to buy a house for $650,000.
What is Gerard's investment time horizon not considering market fluctuations?

A. 25 years
B. 15 years
C. 5 years

D. 35 years

Answer: C

Explanation:

Gerard's investment time horizon is the length of time he plans to hold his investment until he needs to use the money for his specific
goal. In this case, Gerard's goal is to use his mutual fimd portfolio to meet the 20% down payment requirement to buy a house for
$650,000. Therefore, his investment time horizon is determined by how long it will take him to accunuilate enough money in his
portfolio to cover the down payment amount.

Assuming that Gerard does not withdraw any money from his portfolio and that his portfolio earns a constant annual rate of return of
6%, we can use the following formula to calculate how long it will take him to reach his goal:

FV=PVx(1+r)n-PMTxr(1+1)n#1

where:

* FV is the future value of the portfolio

* PV is the present value of the portfolio

* 1 is the annual interest rate

* nis the number of years

* PMT is the monthly payment

We can rearrange the formula to solve for n:

r=log(1+41)logPV+PMTxr1 FV#PMTxr1

Plugging in the given values, we get:

n=log(1+0.06)log40,000+1,500%0.061130,000#1,500%0.061

1=4.98

Therefore, Gerard's investment time horizon is approximately 5 years, not considering market fluctuations.

This means that he will need to invest his money in a way that matches his risk tolerance and expected return for this time period.

Canadian Investment Funds Course (CIFC) Study Guide, Chapter 4: Mutual Funds, Section 4.6: Asset Allocation and
Diversification, page 4-271 Future Value of an Annuity Definition - Investopedia2

NEW QUESTION # 396

What is Widget Inc.'s gross profit?
Widget Inc. Earnings Statement
Sales: $200,000

Cost of Goods Sold: $80,000

Selling & General Expenses: $40,000
Depreciation: $5,000

Total Expenses: $30,000

Net Earnings: $40,000

A. $50,000
B. $45,000
C. $75,000
D. $120,000

Answer: D

Explanation:

Comprehensive and Detailed Explanation From Exact Extract:

Gross profit is calculated as sales minus the cost of goods sold. For Widget Inc.: $200,000 - $80,000 =
$120,000. The feedback from the document states:

"Sales are reduced by the expenses that were incurred in order to generate the goods sold (cost of goods sold).



These expenses include the cost of inventories used to produce the goods as well as the labour that went into their production. The
sales revenue, net of the cost of producing those goods, is known as gross profit. In this case, gross profit = $200,000 - $80,000 =
$120,000." Reference:Chapter 9 - Understanding Financial StatementsLearning Domain:Understanding Investment Products and
Portfolios

NEW QUESTION # 397
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