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CSI Canadian Securities Course Exam2 Sample Questions (Q104-Q109):

NEW QUESTION # 104
What is a key characteristic of an actively managed product that might interest an investor?

A. Assumes only systematic risk.

B. Access to money at any time.

C. Potential to outperform the market.
D. Low fees.

Answer: C

NEW QUESTION # 105
What is a characteristic of the FTSE Canada Universe Bond Index?

A. Tt Includes Canadian investment-grade bonds with a term to maturity of one year or less.

B. It measures the total price return on bonds including realized and unrealized gains

C. It represents a full cross-section of government and corporate bonds.

D. It is an equal-weighted bond Index with each bond representing the same weight within the index.

Answer: C

Explanation:

The FTSE Canada Universe Bond Index represents a comprehensive cross-section of investment-grade government and corporate
bonds denominated in Canadian dollars. It includes bonds with a term to maturity of one year or more and excludes high-yield (non-
mnvestment-grade) bonds.

* A. Tt measures the total price return on bonds including realized and unrealized gains: The index does not account for realized
gains; it tracks price movements and interest incorme.

* C. It includes Canadian investment-grade bonds with a term to maturity of one year or less: Bonds in this index must have a term
to maturity of at least one year, not less.

*D. It is an equal-weighted bond index with each bond representing the same weight within the index:

The FTSE Canada Universe Bond Index is capitalization-weighted, not equal-weighted.

NEW QUESTION # 106
Which type of sell side equity revenue is earned when a dealer acts in thecapacity of an agent in clients trade?

A. Spreads

B. Fees

C. Commission
D. Interest

Answer: C

Explanation:

In the context of sell-side equity revenue, when a dealer acts as anagentfor a client's trade, the revenue is typically earned as
acommission. The dealer facilitates the trade between buyers and sellers without taking ownership of the securities, earing fees for
providing this service.

* Commission: Earned when the dealer acts as an agent.

* Spreads: Farmed when the dealer acts as a principal, buying securities at one price and selling at a higher price.

* Fees: Charged for additional services, such as research or analytics.

* Interest: Earned from financing activities or margin accounts, not directly tied to trading,

* A. Fees: Incorrect; fees are typically charged for services, not for acting as an agent.

* B. Spreads: Incorrect; spreads are earned when the dealer acts as a principal.

* C. Interest: Incorrect; interest revenue is unrelated to acting as an agent.

* D. Commission: Correct answer. Acting as an agent involves earning commissions for facilitating trades.

Types of Revenue in Sell-Side Trading:Explanation of Options:References:

* CSC Volume 2, Chapter 27: The Role of Sell-Side Dealers, which details revenue models in institutional and retail trading.



NEW QUESTION # 107

In March of'this year, a client buys 1,000 PIL inc, common shares at $16 per share and pays a commission of

$25 on the purchase. Several months later in the same year, the client sell the shares at $12 per share and pays commission of $50
on the sale. What is the client's allowable capital loss on the transaction?

A. $1,925
B. $2,025
C. $2,038
D. $2,013

Answer: C

Explanation:

To calculate theallowable capital loss, we must first determine theadjusted cost base (ACB)and the proceeds of disposition (POD),
then subtract the latter from the former. Commissions on both the purchase and sale are included in the calculation.
Step-by-Step Explanation:

* Purchase Details:

* Number of shares purchased: 1,000

* Purchase price per share: $16

* Total purchase cost before commission: $16 x 1,000 =$16,000

* Add purchase commission:$25

* Adjusted cost base (ACB): $16,000 + $25 =§$16,025

* Sale Details:

* Number of shares sold: 1,000

* Sale price per share: $12

* Total sale proceeds before commission: $12 x 1,000 =$12,000

* Deduct sale commission:$50

* Proceeds of Disposition (POD): $12,000 - $50 =$11,950

* Capital Loss Calculation:

* Capital loss = ACB - POD

* Capital loss = $16,025 - $11,950 =$4,075

* Allowable Capital Loss:

* In Canada,50% of the capital lossisallowablefor tax purposes.

* Allowable capital loss = 50% x $4,075 =$2,038

Final answer:

* Option A ($2,038):Correct.

* Option B ($2,025):Incorrect; likely excludes commissions or contains a minor calculation error.

* Option C ($1,925)Incorrect; this does not account for the full adjusted cost base or allowable percentage.

* Option D ($2,013):Incorrect; this likely contains a rounding error or miscalculation.

References to Canadian Securities Course Exam 2 Study Materials:

* Volume 2, Chapter 24 - Canadian Taxation

* Discusses the calculation of adjusted cost base (ACB), proceeds of disposition (POD), and allowable capital losses.
* Volume 1, Chapter 11 - Corporations and Their Financial Statements

* Details financial concepts like capital gains, losses, and the treatment of commissions in securities transactions.
* Volume 2, Chapter 26 - Working with the Retail Client

* Covers tax implications and planning for securities transactions.

NEW QUESTION # 108
Which ratio gauges a company's ability to repay its debts using finds generated from operating activities?

A. Cash flow-to-total debt
B. Interest coverage.

C. Asset coverage.

D. Debt-to-equity

Answer: A

Explanation:
Thecash flow-to-total debt ratioassesses a company's ability to repay its debts using cash generated from its operating activities. It is
calculated by dividing operating cash flow by total debt. A higher ratio indicates better capacity to cover debts. This metric is crucial



for evaluating financial health and understanding a firm's liquidity position. Other ratios listed have different focuses:
* Interest coverage(B) measures a company's ability to pay interest with operating incorme.

* Asset coverage(C) measures the protection provided to creditors.

* Debt-to-equity(D) evaluates capital structure but not immediate debt repayment ability.

References

* CSC Volumre 2, Chapter 14:Company Analysis - Risk Analysis Ratios, p. 14-12 to 14-16.

NEW QUESTION # 109
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