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acquisistion — ANS a term used (o describe the takeover or buying of a
company by another

assel - ANS any llem of economic of financial value owned by someone or
a company

Bank of England - ANSThe UK's central bank. Implemeants economic policy
decided by the Treasury and determines interest rates.

Bankruplcy - ANSThe situation where an individual, company ar other
organisation is unable to pay its debis

bonds - ANSinteresi-bearing securities which entitle helders to annual
interest and repayment at maturity. Commonly issued by both companies

and governments

capltal - ANScash and assets used o generate income of make an

investment

capltal gain - AMNSan increase in the market value of a security (ie the value
of the asset is greater than the price they were bought for)
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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q234-
Q239):

NEW QUESTION # 234
Which statement best describes what a rational investor will do when comparing the risk and return of two mvestments?

A. He will select the one that minimizes risk and maximizes return

B. He will select the one with the higher expected risk because that is the only way to earn a higher return
C. He will select the one with the lower risk because all nvestors are risk averse

D. He will select the one that maximizes risk and maximizes return

Answer: A

Explanation:

A rational investor seeks to maximize return for a given level of risk or minimize risk for a given level of return. The feedback from
the document states:

"Given a choice between two investments with the same amount of risk, a rational investor would always take the security with the
higher return. Given two investments with the same expected return, the investor would always choose the security with the lower
risk. Investors are risk averse, but not all to the same degree. Each nvestor has a different risk profile." Reference: Chapter § -
Constructing Investment PortfoliosLearning Domain: Understanding Investment Products and Portfolios

NEW QUESTION # 235
What type of fund offers the highest expected risk and the highest expected return in terms of the risk-return trade-off between
different types of mutual finds?

A. Specialty fund

B. Real estate fund

C. Canadian Equity fund
D. Mortgage fund

Answer: A

Explanation:

Comprehensive and Detailed Explanation From Exact Extract:

Specialty funds, due to their focused and often speculative investments, carry the highest expected risk and return among mutual
funds. The feedback from the docurment states:

"The highest risk, highest expected return mutual fund is a specialty fund." Reference:Chapter 15 - Selecting a Mutual Fundleaming
DomainEvaluating and Selecting Mutual Funds

NEW QUESTION # 236
Based on the financial planning pyramid, what security would be appropriate for a very aggressive investor?

A. Commodities

B. Tax shelters

C. Over the Counter (OTC) Securities
D. Foreign stocks

Answer: C

Explanation:

The financial planning pyramid illustrates the risk-return spectrum of investments. For a very aggressive investor, high-risk securities
like OTC securities are suitable. The feedback from the document states:

"As a visual aid, the planning pyramid helps you show clients how mutual funds fit into the investment universe. A very aggressive
mvestor could consider nvestments such as OTC Securities." Reference: Chapter 4 - Getting to know the clientLearning Domain:
The Know Your Client Commumication Process

NEW QUESTION # 237



Which of the following statements is true when comparing fund of finds to traditional mutual funds?

A. Fund of funds have more fee structure options available and lower fees than traditional mutual funds.

B. Since fund of funds invest primarily outside Canada, they will have higher fees than traditional mutual funds.
C. Fund of funds have higher fees than traditional mutual funds since there are two sets of management fees.
D. Fund of funds have more asset class options available and lower fees than traditional mutual funds.

Answer: C

Explanation:

A fund of funds is a mutual fund that invests in other mutual funds. This means that there are two levels of management fees: one for
the fund of funds itself and one for the underlying funds. Therefore, fnd of funds have higher fees than traditional mutual funds that
invest directly in securities.

NEW QUESTION # 238
An investor who wants to deplete their fimds within the next five years is considering various withdrawal plans. Assuming the investor
is less concerned about predictable annual cash flows, what withdrawal plan type is most appropriate for the investor?

A. Life.

B. Fixed-dollar.
C. Fixed-period.
D. Ratio.

Answer: C

NEW QUESTION # 239
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