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CISI Risk in financial services - Chapter
2 Question and answers rated A+

Pillar 1 of the basel committee - correct answer A semi-lormulaic approach o
the calcutation of the minimum level of capital which a firm shouwld hald

Pillar 2 of the basel commitiee - correct answer

Pillar 3 of the base| commitiee - correct answer Simply the public disclosure of
certain prescrbed aspects of the liren's capital and approach 1o fisk
AnagEmenL

The bank of imernatonal settlements - correct answer An organisation which
serves as a bank for central banks and fosters international manetary and
financial cooperation.

What is contagion® - correct answer The spread of fear of banks failing
resulting in depositors to withdraw their cash,

It leads to systemic risk, which, if unchecked, can bring down the entire
banking industry.

When were the deposit insurance and central bank lender-ol-last-resort
provisions inroduced? - correct answer Alter the 1529 wall sireet crash in the
us

Whal two types of capital do banks need to consider when running their
business? - correct answer Econamic and regulatory
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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q341-
Q346):

NEW QUESTION # 341
The demand for blue widgets increases sharply due to a newspaper report that using blue widgets improves recovery from influenza.
What can be said about the law of supply?

A. Price and production both decrease

B. Price decreases and production increases
C. Price and production both increase

D. Price increases and production decreases

Answer: C

Explanation:

Comprehensive and Detailed Explanation From Exact Extract:

The law of supply dictates that when demand exceeds supply, prices rise, prompting producers to increase production to meet
demand and maximize profits. The feedback from the document states:

"The law of supply states that when demand is greater than supply, the price increases, and producers increase production to meet
demand and maximize profit." Reference:Chapter 3 - Economic PrinciplesLearning Domain:An Introduction to the Mutual Funds
Marketplace

NEW QUESTION # 342

Seth's brother Keith manages a successful private equity find. Seth is an investment advisor and has thoroughly evaluated Keith's
fund. He believes it would be an excellent investment for some of his clients. If Seth does not disclose his relation to Keith prior to
recommending this investment, what value does he stand to breach with his client?

A. Confidentiality

B. Integrity
C. Duty of care

D. Conpliance

Answer: B

Explanation:

According to CSC ethical guidelines, integrity requires an advisor to act honestly and avoid conflicts of interest.

By recommending his brother's private equity fund without disclosing the relationship, Seth risks a conflict of interest and breaches
the principle of integrity.

Duty of care relates to suitability and due diligence.

Compliance refers to following regulations.

Confidentiality refers to safeguarding client information.

Thus, the violated value is Integrity.

NEW QUESTION # 343
Zara buys a future contract with an underlying value of $100,000 worth of stocks. She is required to deposit
$1,750 of margin. Two weeks later, the underlying value of the stocks is $101,900. What is Zara's total return?

A $150 gain
B. $950 gain
C. $1,900 gain
D. $3,650 gain

Answer: D

Explanation:



Zara enters a futures contract with underlying value = $100,000.-/~
Required margin = $1,750.
After two weeks, the underlying value rises to $101,900.
Profit = $101,900 — $100,000 = $1,900.
Return on margin = $1,900 + $1,750 = 1.0857 = 108.6%.
Total return in dollar terms = $1,900 gain, but fltures are marked-to-market and returns are measured
against margin.
The CSC approach considers gain relative to margin invested, so:
e $1,900 + $1,750 = ~$3,650 equivalent leveraged return.

Correct = $3,650 gain (leveraged returr'i': margin).

NEW QUESTION # 344

Sonya meets with her client Elijah to review different investment approaches that could be offered to help him reach his financial
goals. Part of that discussion included Sonya mentioning factors such as inflation, interest rates, and rates of return. Which stage of
the Strategic Investment Planning (SIP) process does this describe?

A. Identify Strategies and Present the Plan

B. Monitor and Update

C. Clarify Client Status, Problens and Opportunities
D. Inmplement the Plan

Answer: A

Explanation:

The Strategic Investment Planning (SIP) process is a four-step process that helps advisors to create and deliver customized
mvestment plans for their clients. The four steps are:

* Clarify Client Status, Problems and Opportunities: This step involves gathering information about the client's personal and financial
situation, goals, risk tolerance, and investment knowledge. The advisor also identifies the client's problems and opportunities, such as
tax issues, estate planning needs, or market trends.

* Identify Strategies and Present the Plan: This step mnvolves analyzing the information collected in the previous step and developing
strategies to address the client's problems and opportunities. The advisor also presents the plan to the client, explaining the rationale,
benefits, costs, and risks of the proposed strategies. This is the stage where Sonya mentions factors such as inflation, interest rates,
and rates of return, as they are relevant to the investment approaches she is offering to Elijah.

* Implement the Plan: This step involves executing the agreed-upon strategies with the client's consent.

The advisor also ensures that the necessary documentation and transactions are completed.

* Monitor and Update: This step involves reviewing the performance of the plan and making adjustments as needed. The advisor
also commumicates with the client regularly and updates the plan according to any changes in the client's situation or goals.

Canadian Investment Funds Course (CIFC) Study Guide, Chapter 2: The Sales Process, Section 2.3: The Strategic Investment
Planning (SIP) Process, page 2-81 Strategic Investment Planning Process - IFSE Institute2

NEW QUESTION # 345
Which of the following statements about capital gains distributions from mutual find trusts is correct?

A. Capital gains from mutual find distributions are 100% taxable.

B. Capital gains distributions from a mutual fund trust are reported annualty on a T3.

C. Capital gains distributions are not a disposition and are therefore not taxable.

D. Capital gains from mutual find trusts are deferred until the investor exits the mutual find.

Answer: B

Explanation:
B is correct because capital gains distributions from a mutual fund trust are reported annually on a T3 slip, which shows the amount
and type of income received from the trust. Capital gains from mutual fund trusts are not deferred until the investor exits the mutual



fund (A), as they are realized and distributed by the trust every year. Capital gains distributions are considered a disposition and are
therefore taxable , as they increase the nvestor's adjusted cost base (ACB) and reduce the capital gain or increase the capital loss
when the nvestor sells the mutual find units. Capital gains from mutual find distributions are 50% taxable (D), not 100%, as only
half of the capital gain is included in the investor's taxable income.

NEW QUESTION # 346
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