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AE#11
Put-call parity refers to:

A. Expected volatility of an asset based on its option premiums

B. The link between an asset's put and call premiums as they relate to the price of the underlying asset
C. Equal volatility for an asset's puts and calls

D. Equality of premiurms for an asset's puts and calls of the same strike and expiration

HE: B

3.

Detailed Explanation:

Put-Call Parity is a findamental principle in options pricing that defines the mathematical relationship between the price ofa
European call option, a put option (same strike/expiration), and the underlying asset. It ensures no arbitrage opportunities exist
between the positions.
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A2 #12
Maggie manages several client portfolios. She utilizes the research of highly skilled analysts in her firm to support her nvestment
decisions. Maggie:

¢ A Violated the CFA Institute Code and Standards because she was unfamiliar with the processes and procedures used by
the analysts to arrive at recommendations

¢ B. Conplied with the CFA Institute Code and Standards

¢ C. Violated the CFA Institute Code and Standards because she failed to disclose this mformation to her clients

¢ D. Violated the CFA Institute Code and Standards because she did not exercise due diligence in making her investment
decisions

HE: B

Y.

Detailed Explanation:

Maggie complied with the standards. Members are permitted to rely on the research and judgment of other professionals within their
firm (Diligence and Reasonable Basis), provided they have a reasonable belief that the research is sound. She is not required to re-
create the research herself

HE #13
What is the advantage for the companies of selling equity to mvestors over bonds and notes?

A. Investors tend to buy equity more than bonds or notes
B. Equity need not be purchased back

C. Equity gives voting rights to investors

D. Equity is more liquid than bonds or notes

e B

MH.

Debt (Bonds/Notes) is a liability that must be repaid with interest.

Equity (Stock) represents ownership; the capital raised does not need to be paid back to the investors, providing permanent capital
for the company.

A2 #14
With respect to moving averages, changes in price trend are identified by:

A. The slope of the moving average

B. Price crossing its moving average, not by a reversal in the moving average
C. Utllizing a triple-cross method

D. A shorter-term moving average crossing a longer-term moving average

He:. B

dY:

Detailed Explanation:

While the slope of the MA is usefil, the specific signal of a trend change is typically generated when the price crosses the moving
average. Waiting for the MA line itself to reverse direction results in significantly more lag26.

AE#15
In the chart given below, point A is at 370, B is at 290 and C is at 320. Assuming there is a break down at point C, what would be
the target for this formation?

e AO
e B.1
e C.2



e D3
HE: D

Y.

Detailed Explanation:

* Pattern High (Head/Top):370

* Pattern Low (Neckline Support):290

* Height of Pattern:$370 - 290 = 80$

* Breakout Point:The question states breakdown is at C (320).

* Target Calculation:Breakdown Price - Pattern Height = $320 - 80 = 2408.
* Target:240.
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