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M #106
What variable needs to decrease on a company's statement of changes in equity for its retained earnings to increase?

A. Dividends paid.
B. Cost of sales.

C. Interest expenses.
D. Taxes paid.
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HH #107

Sonya, a mutual fnd manager for Drake Financial, has had a stellar year in managing their Canadian equity portfolio and has
outperformed the benchmark by over 200 basis points. She is now concerned that within the last couple of months of this calendar
year, the Canadian equity market is due for a 10 to 15% pullback.

Which investment strategy would be most appropriate for her to implement for the last couple of months of the year to offset the
market correction?

e A. Buy call options on the iShares S&P/TSX 60 Index Fund

¢ B. Reduce her equity exposure to the energy sector

e C. Buy put options on the iShares S&P/TSX 60 Index Fund

¢ D. Increase her equity exposure to the consumer staples sector

EfE: C

fiR .-

Comprehensive and Detailed Explanation From Exact Extract:

To protect against a market decline, purchasing put options on an index find like the iShares S&P/TSX 60 allows the portfolio to
offset losses by gaining value if the market falls. The feedback from the document states:

"A find manager may have experienced a rapid growth in the value of her portfolio, but is concerned that the market may fall. To
protect herself against a fall in value, she purchases put options on the iShares S&P/TSX

60 Index Fund (i60s). If the market declines, the fall in value of the portfolio is offset by an increase in the value of the put options."
Reference:Chapter 7 - Types of Investment Products and How They Are TradedLearning Domain:

Understanding Investment Products and Portfolios

Z M #108
What do Guaranteed Income Supplement (GIS) and Allowance for the Survivor have in common?

A. ability to defer benefits

B. benefit amounts depend on individual contribution
C. benefits start at the age of 65

D. eligbility depends on income level

A
R
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Guaranteed Income Supplement (GIS) and Allowance for the Survivor are both income-tested benefits that are part of the Old Age
Security (OAS) program. They are designed to provide financial assistance to low- income seniors who meet certain eligibility
criteria. GIS is a monthly payment that supplements the OAS pension for seniors whose income is below a certain threshold.
Allowance for the Survivor is a monthly payment for low-income seniors aged 60 to 64 whose spouse or common-law partner has
died and who have not remarried or entered into another common-law relationship. The benefit amounts for both GIS and
Allowance for the Survivor depend on the income level of the recipient and are adjusted quarterly based on the Consumer Price
Index. The higher the income, the lower the benefit amount, until it reaches zero at a certain income limit. Therefore, eligibility for
both GIS and Allowance for the Survivor depends on income level.

Canadian Investment Funds Course, Chapter 5: Registered Plans1

H #109

Dave purchases 10,000 units of a no-load US-dollar denominated mutual find for US$15 per unit for a total cost of $165,400
Canadian. He later sells the units for US$16 per unit, with a loss 0of $11,400 Canadian. To what type of risk has Dave been
exposed?

¢ A. Exchange rate risk
¢ B. Unique risk
e C. Default risk
e D. Market risk

Ef: A

A -

Dave invested in a U.S.-dollar denominated nutual fund. Even though the unit price increased (US$15 # US$16), he lost money
when converted back to Canadian dollars. This loss was caused by fluctuations in the exchange rate between the Canadian dollar
and the U.S. dollar, not the find's performance itself.

This is a clear example of exchange rate (currency) risk.

B #110

Danny is a Dealing Representative for Everbright Investments. He met with his client Adele, who has

$1,000,000 to invest. During their meeting Danny determines that Adele has a high-risk profile. In addition, he learns that she has an
excellent understanding of equities and how volatile they can be. Danny is considering recommending growth funds specifically, and
making a recommendation from the following nvestment options:

5-year Annualized Returns

net of MER. MER Sharpe Ratio
ABC Global Equity Fund 7% 1% 0.40
DEF European Equity Fund 7% 2% 0.30
LMN Asia Pacific Equity Fund 7% 3% 0.20

Based on the information provided, which mutual find should Danny recommend?

A. ABC Global Equity Fund.

B. DEF European Equity Fund.

C. Invest equally in all 3 funds.

D. LMN Asia Pacific Equity Fund.

EfE: C

A :

Adele has a high-risk profile and an excellent understanding of equities. Therefore, it would be appropriate for Danny to recommend
growth finds. However, since Adele has $1,000,000 to invest, it would be prudent to diversify her investments and invest equally in
all 3 funds. This way, she can benefit from the exposure to different regions and sectors, and reduce the impact of market
fluctuations on her portfolio. Based on the table, all 3 finds have the same 5-year annualized returns net of MER, which is 15%.
However, they have different MERs and Sharpe ratios. The MER is the fee charged by the find manager for managing the find, and
the Sharpe ratio is a measure of risk-adjusted return. A lower MER means a lower cost for the investor, and a higher Sharpe ratio
means a higher return per unit of risk. Therefore, investing equally in all 3 finds would allow Adele to achieve a balanced trade-off



between cost and performance. References:

Canadian Investment Funds Course (CIFC) Study Guide, Chapter 4: Mutual Funds, Section 4.2: Types of Mutual Funds, page 4-6
Canadian Investment Funds Course (CIFC) Study Guide, Chapter 5: Fixed-Income Securities, Section 5.5:

Risk-Return Trade-Offs, page 5-14

Sharpe Ratio Definition - Investopedia
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