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8 #77
As it pertains to fixed-income securities, which yield metric factors in cash flows relative to ongoing bond prices rather than the initial
amount invested?

A. Effective
B. Current
C. Dividend

D. Earnings
EX: B
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price, not the initial investment.

A al Cash Flow
Current Yield = SR N 0‘? % 100
Current Market Price

« Earnings vield and dividend yield relate to equities.
» Effective yield accounts for compounding.

Therefore, the yield metric is Current yield.
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Your client contacts you requesting that you purchase a mutual fund based on a "hot tip" froma friend who has been a successful
investor. What bias is your client most likely being affected by?

A. Endowment

B. Overconfidence

C. Cognitive dissonance
D. Availability

EX: B
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Overconfidence bias leads investors to overestimate their knowledge or the reliability of information, such as a "hot tip," prompting
them to act without sufficient due diligence. The feedback from the document states:

"Overconfidence is defined generally as unwarranted faith in one's intuitive reasoning, judgements and cognitive abilities. People tend
to overestimate both their predictive abilities as well as the precision of the information they have been given. For exanple, an
nvestor may get a tip from a wealth advisor or read something on the Internet about an investment opportunity, and then take action
(that is, make the decision to invest) based on her perceived knowledge advantage." Reference: Chapter 5 - Behavioural
Financelearning Domain: The Know Your Client Communication Process
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David had $10,000 in his investment account with Dynamic Investments, a mutual finds dealer. On June 28, David wants to buy
500 units in ABC Canadian Dividend Fund that has a Net Asset Value Per Unit NAVPU) of $14.10. His friend Robert suggests
that he may get a better price if he used the strategy of dollar-cost averaging, David then instructs his Dealing Representative to place
a purchase order for 100 units on the first of every month starting July 1st for the next 5 months.

The orders are executed at the following NAVPUs.

July 01, $14.00

Aug. 01, $14.50

Sep. 01, $15.00

Oct. 01, $14.25

Nov. 01, $16.50



Did David get a better purchase price following the dollar-cost averaging strategy compared to making a lump-sum purchase of 500
shares on Jun 28, 20xx?

A. David got his 500 units at a lower price than the lump sum price he would have paid.
B. David realizes that Dollar cost averaging is the best strategy for getting lower prices.

C. David got his 500 units at a higher price than the lump sum price he would have paid
D. David got his 500 units at the same price as the lump sum price he would have paid.

E&R:. C
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Dollar-cost averaging is a strategy that involves investing equal amounts of money at regular intervals, regardless of the price of the
security. By using dollar-cost averaging, investors may lower their average cost per share and reduce the impact of volatility on their
portfolios. However, this strategy does not guarantee a better purchase price than making a lump-sum purchase. In this case, David
got his 500 units at a higher price than the lump sum price he would have paid. His average cost per unit was $14.65, while the lump
sum price was $14.10. Therefore, D is the correct answer. References: What Is Dollar-Cost Averaging?, What Is Dollar Cost
Averaging?, Dollar-Cost Averaging: Definition and Examples
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Pierre buys a call option on a stock. What is the implication of this transaction?

A. Pierre is obligated to sell the stock if the option is exercised.
B. Pierre has the right to buy the stock if he exercises the option.
C. Pierre has the right to sell the stock if he exercises the option.
D. Pierre is obligated to buy the stock if the option is exercised.

ZX: B
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According to the What Is a Call Option and How to Use It With Example - Investopedia, a call option is a contract that gives the
buyer the right, but not the obligation, to buy an underlying stock at a specified price (the strike price) within a specified time period
(the expiration date). The seller of a call option is obligated to sell the stock if the buyer exercises the option. Pierre buys a call
option on a stock, which means he has the right to buy the stock if he exercises the option. He can also choose not to exercise the
option or sell it before expiration.

R 8 #81
You are concerned about upcoming weakness in the Canadian dollar. Which type of fnd should you invest in?

A. A global fund that hedges its foreign currency risk

B. A global fund that does not hedge its foreign currency risk

C. A specialty fnd that uses derivatives to hedge the value of its portfolio
D. An international fund that hedges its foreign currency risk

Z%: B
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A global find that does not hedge foreign currency risk benefits from a weakening Canadian dollar, as the value of foreign
mvestments increases in Canadian dollar terns. The feedback from the document states:

"Global mutual finds are attractive in that they can provide a hedge against a decline in the relative value of the Canadian dollar... It
is important for mutual find sales representatives to know whether their global mutual finds hedge foreign exchange risk, because
some clients will want to bear that risk themselves, while others will not." Reference: Chapter 12 - Riskier Mutual Fund
ProductsLearning Domain: Analysis of Mutual Funds
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