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CSI Canadian Securities Course Exam2 Sample Questions (Q185-Q190):
NEW QUESTION # 185 
How can an analyst use trend analysis to analyze a company's financial statements?

A. Identity trends by selecting the lowest ratio for the base year, even if a loss is experienced, as it represents a good starting
point for analyzing the growth in the ratios.
B. Review the company's ratio over the past year, as they provide the best estimate of near-term performance and future
trends.
C. Computer the company's current ratios with its ratios from prior years to determine a trend.
D. Analyze the ratios against companies in a wide a range of industries to see how the company is trending in the current
economic cycle.

Answer: C

Explanation:
Trend analysis involves comparing a company's financial ratios or metrics over several periods to identify patterns or changes that
may indicate performance trends. This approach is essential for evaluating a company's financial health over time and detecting
improvements or declines in critical financial metrics.
By analyzing the current ratios-which measure liquidity and the company's ability to cover short-term obligations-with data from prior
years, an analyst can determine trends such as increasing efficiency, solvency, or potential financial stress. This method provides
meaningful insights into a company's financial trajectory, supporting better decision-making.
Option B and C are incorrect because they either limit the analysis to a short timeframe or ignore the significance of using a stable
and representative base year. Option D deviates from the principle of selecting relevant industry peers.
:
Volume 2, Chapter 14: Company Analysis, Trend Analysis, Canadian Securities Course.

NEW QUESTION # 186 
Why would a corporation choose to issue preferred shares rather than debt?

A. The costs for issuing preferred shares are usually kwh than debt.
B. The preferred dividend rate usually varies with the market interest rates
C. Existing assets have excess financing capacity to justify the issue of preferred shares.
D. issuing preferred shares would reduce the amount of leverage.

Answer: D

Explanation:
When a corporation issues preferred shares rather than debt, it avoids increasing its leverage (debt-to-equity ratio). Preferred shares
are considered equity for financial reporting purposes and do not require the repayment of principal like debt instruments. Although
they may have fixed dividend obligations, these are not legally binding in the way interest payments on debt are.
Issuing preferred shares allows the corporation to strengthen its balance sheet while potentially preserving its credit rating. Preferred
shares do not directly affect leverage but provide capital without increasing debt.
References:
* Volume 1, Chapter 8:Preferred Shares, section on "Why Companies Issue Preferred Shares" explains the advantages of using
preferred shares instead of debt.

NEW QUESTION # 187 
What is most likely true of a portfolio that is managed from a value basis?

A. This portfolio style tends to perform best in up markets, with minimal gains in down markets
B. The portfolio will realize higher dividend yields than a growth equity portfolio
C. Portfolio turnover is high, so investors can expect to incur frequent capital gains
D. Stock selections tend to have a higher beta than those chosen by a growth manager

Answer: B



NEW QUESTION # 188 
For what type of company is the dividend discount model least applicable?

A. One with stable dividend payments and a stable dividend growth rate.
B. One with changing dividend payments and a stable dividend growth rate.
C. One with changing dividend payments and a fluctuating dividend growth rate.
D. One with stable dividend payments and a fluctuating dividend growth rate.

Answer: C

Explanation:
The dividend discount model (DDM) is based on the premise that a company's intrinsic value is the present value of all future
dividends. This model works best when:
* Dividends are stable or follow a predictable growth rate.
* The company has an established dividend payout history.
* Inapplicability to Fluctuating Dividend Patterns:A company with changing dividend payments and fluctuating growth rates lacks the
consistency required for the DDM. The fluctuating nature introduces uncertainty, making it difficult to estimate future dividends
accurately. This diminishes the model's reliability in valuing such companies.
* Comparison with Other Options:
* Option A:Changing dividend payments but a stable growth rate could still provide a predictable valuation framework using DDM.
* Option B:Stable dividends and a stable growth rate align perfectly with DDM assumptions.
* Option C:Stable dividends and fluctuating growth rates are more predictable than Option D.
Supporting Study Material References:
* Volume 2, Chapter 13 (Fundamental Analysis):Explains the relevance of consistent dividend patterns in equity valuation,
emphasizing

NEW QUESTION # 189 
Which asset type is classified as a fixed-income asset for portfolio management purposes?

A. Bonds with a maturity of one year or less.
B. Money market securities
C. Convertible bonds.
D. Preferred shares.

Answer: C

Explanation:
* Fixed-income assets are characterized by predictable cash flows. Convertible bonds qualify because they have features of fixed-
income securities (coupon payments and principal repayment) while also offering the option to convert into equity.
* Money market securities (Option A) are short-term, high-liquidity instruments and typically not classified as fixed-income for long-
term portfolio management purposes.
* Preferred shares (Option B) are equity-like instruments with fixed dividend payments but lack the
"fixed-income" designation for portfolio management.
* Bonds with less than one year to maturity (Option D) fall under money market classifications rather than fixed income.
Canadian Securities Course Volume 2, Fixed-Income Securities Section.

NEW QUESTION # 190
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