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FINRA Securities Industry Essentials Exam (SIE) Sample Questions (Q220-
Q225):
NEW QUESTION # 220 
Which of the following security types is frequently offered to the public as part of a package or unit that also includes a fixed income
obligation?

A. Preferred stock
B. Warrants
C. Common stock
D. Options

Answer: B
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Explanation:
Step by Step Explanation:
* Warrants: Are often issued alongside fixed-income securities, such as bonds, to enhance their appeal to investors. Warrants give
the holder the right to purchase company stock at a specific price in the future.
* Incorrect Options:
* Options: Not typically bundled with fixed-income securities.
* Common and Preferred Stock: Usually issued separately, not as part of a package with bonds.
SEC Guide on Warrants: SEC Warrants Information.

NEW QUESTION # 221 
A registered representative (RR) wants to recommend a mortgage-backed security to his customer. Which of the following risks
should the RR review with his customer?

A. Market risk
B. Diversification risk
C. Liquidity risk
D. Prepayment risk

Answer: D

NEW QUESTION # 222 
A confirmation indicates a 100-share purchase of Company ABC at $11. According to SEC rules, which of the following
information is required to be stated on the confirmation?

A. The firm's inventory level at the time of trade execution
B. That the firm did not act as a market maker in the security
C. The capacity in which the firm acted when executing the trade
D. The firm's cost basis in the security

Answer: C

Explanation:
Step by Step Explanation:
* SEC Rule 10b-10: Requires trade confirmations to disclose the capacity in which the firm acted (e.g., as agent or principal) and
details like trade price, quantity, and commissions.
* Incorrect Options:
* A: Cost basis is not disclosed on trade confirmations.
* B: Inventory levels are not part of the required disclosures.
* C: Market maker status is not explicitly required in the confirmation.
:
SEC Rule 10b-10 (Confirmation Requirements): SEC Rule 10b-10.

NEW QUESTION # 223 
A confirmation indicates a 100-share purchase of Company ABC at $11. According to SEC rules, which of the following
information is required to be stated on the confirmation?

A. The firm's inventory level at the time of trade execution
B. That the firm did not act as a market maker in the security
C. The capacity in which the firm acted when executing the trade
D. The firm's cost basis in the security

Answer: C

Explanation:
Step by Step Explanation:
* SEC Rule 10b-10: Requires trade confirmations to disclose the capacity in which the firm acted (e.g., as agent or principal) and
details like trade price, quantity, and commissions.
* Incorrect Options:



* A: Cost basis is not disclosed on trade confirmations.
* B: Inventory levels are not part of the required disclosures.
* C: Market maker status is not explicitly required in the confirmation.
SEC Rule 10b-10 (Confirmation Requirements): SEC Rule 10b-10.

NEW QUESTION # 224 
Under SEC Regulation D, which of the following parties is considered an accredited investor?

A. A person whose joint income with their spouse exceeds $200,000 in each of the two most recent years and who has a
reasonable expectation of reaching the same income level in the current year.
B. A charitable organization, partnership, or corporation whose assets exceed $2.5 million.
C. A person whose net worth, excluding the net equity in their primary residence, exceeds $500,000 at the time of purchase.
D. A person whose net worth, excluding the net equity in their primary residence, exceeds $1 million at the time of purchase.

Answer: D

Explanation:
Step by Step Explanation:
* Definition of Accredited Investor: As per SEC Regulation D, Rule 501, an accredited investor includes:
* Individuals with a net worth exceeding $1 million (excluding primary residence equity).
* Individuals with an annual income exceeding $200,000 (or $300,000 jointly with a spouse) for the past two years.
* Elimination of Incorrect Answers:
* $500,000 threshold (option B) is too low to qualify under Regulation D.
* Option D is incorrect as it requires assets of $5 million, not $2.5 million.
References:
* SEC Regulation D, Rule 501 (Accredited Investor Definition): SEC Regulation D.

NEW QUESTION # 225
......
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