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¢ Understanding Trading, Customer Accounts, and Prohibited Activities: This section of the exam measures
the skills of Securities Traders and focuses on different trading strategies, settlement processes, and

1 | corporate actions. Candidates must demonstrate knowledge of order types, including market, limit, stop,

and good-til-canceled orders, as well as bid-ask spreads and discretionary versus non-discretionary

trading.

¢ Overview of the Regulatory Framework: This section of the exam measures the skills of Compliance
Officers and evaluates knowledge of self-regulatory organization (SRO) requirements, including registration

FrE2 and continuing education for associated persons. Candidates must understand the distinction between

registered and non-registered individuals and the requirements for maintaining industry qualifications.

¢ Regulatory Entities, Agencies, and Market Participants: This section of the exam measures the skills of
Fmancial Regulatory Analysts and covers the structure, authority, and jurisdiction of key regulatory bodies
overseeing financial markets. The SEC's role n enforcing securities regulations is assessed, along with the
FE3 authority of self-regulatory organizations such as FINRA and MSRB. Candidates must also understand the
functions of other financial regulators, including the Department of the Treasury and state regulatory
agencies. One key skill evaluated is identifying the jurisdictional scope of different financial regulators.

o Market Structure: This section of the exam measures the skills of Equity Market Specialists and covers the

classification of financial markets, including the primary, secondary, third, and fourth markets. Candidates
FEE 4 must demonstrate knowledge of electronic trading, over-the-counter (OTC) markets, and physical
exchanges. One specific skill tested is differentiating between various market types and their operational
mechanisis.

¢ Enployee Conduct and Reportable Events: This section of the exam measures the skills of Financial

Conmpliance Specialists and covers regulatory expectations regarding employee conduct and disclosure
&S requirerments. Candidates must be familiar with Form U4 and Form U5, as well as reporting obligations for
outside business activities and political contributions.
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P& #91
Class A and Class C shares of a mutual fund differ in which of the following ways?

A. The underlying investments

B. The net asset value (NAV)

C. The expense ratio

D. When the customer is permitted to purchase

ZER: C
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Step by Step Explanation:

* Expense Ratio: Class A shares typically have lower ongoing expense ratios but higher front-end sales charges. Class C shares
often have higher ongoing expense ratios but no front-end charges.

* Incorrect Options:

* B: NAV is determined daily and does not vary by share class.

* C: All share classes invest in the same underlying portfolio.

* D: Purchase timing is the same for all share classes.

References:

* SEC Guidance on Mutual Fund Share Classes: SEC Fund Classes.

R R #92
A grandfather establishes a Uniform Transfers to Minors Act (UTMA) custodial account for his grandson and appoints an attorney
as custodian. Which of the following individuals owns the account?

A. Grandson

B. Grandfather

C. Attorney

D. Grandson's parent
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In a UTMA account, the minor is the legal owner of the account. The custodian (in this case, the attorney) manages the account until
the minor reaches the age of majority specified by state law.

* C is correct because the grandson (the minor) is the account's legal owner.

* A is incorrect because the attorney is the custodian, not the owner.

* B is incorrect because the grandfather established the account but does not own it.

* D is incorrect because the parent does not have ownership unless explicitly named as the custodian.

Reference: SIE Study Guide, Chapter 9: Custodial Accounts

PR #93
SIPC provides investor protection for its members' customers in which of the following situations?

A. Losses greater than 10% due to systemic market decline

B. Failure of a brokerage firm in the event of insolvency

C. Losses incurred on futures contracts due to fraud or negligence

D. Failure of a brokerage firm to meet customers' investment expectations
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The Securities Investor Protection Corporation (SIPC) protects customers if a broker-dealer fails due to insolvency. Coverage
applies to cash and securities in customer accounts, up to $500,000total, including

$250,000 for cash.

* Ais correctbecause SIPC's purpose is to protect against losses arising from a broker-dealer's insolvency.

* Bis incorrect because SIPC does not guarantee investment performance.

* Cis correct because SIPC does not cover market losses.

* Dis ncorrect because futures contracts are not covered under SIPC.

FIE #94
After a customer purchases bonds at a yield of 5.00%, the current yield at market price increases to 5.25%.
Which of the following statements is true regarding the value of the bonds?

A. The value of the bonds has increased.

B. There is no change in the value of the bonds.
C. The value of the bonds has decreased.

D. The face value of the bonds has decreased.
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When bond yields rise, the price of existing bonds falls. This mverse relationship exists because the fixed coupon payments of the
bonds becomne less attractive compared to new bonds issued at higher yields.

* B is correct because the bond's market value decreases as its yield increases.

* A is incorrect because bond values decrease, not increase, with rising yields.

* C is incorrect because the face value (par value) remains unchanged.

* D s incorrect because changes in yield directly affect the bond's market price.

Reference: SIE Study Guide, Chapter 3: Bond Pricing and Yields

FIRE #95
On settlement date, a customer is unable to pay for a purchase in his cash account. His position is liquidated.
Which of'the following statements is true according to Federal Reserve Regulation T?

A. The customer is barred from trading for 30 days.
B. Only closing transactions are permitted.

C. The customer's account is frozen for 90 days.

D. Allrelated accounts are frozen for 90 days.
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Federal Reserve Regulation T mandates that customers must pay for purchases in a cash account within two business days of
settlement (T+4). If payment is not made, the brokerage firm must liquidate the securities and place the account on a 90-day
restriction.

* C is correct because the customer’s account is frozen for 90 days, during which all trades must be paid for in advance.

* A'is incorrect as closing transactions are still permitted but require prepayment.

* B is incorrect because the restriction lasts for 90 days, not 30.

* D is incorrect as only the delinquent account, not related accounts, is fiozen.

Reference: Federal Reserve Regulation T
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