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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q180-
Q185):
NEW QUESTION # 180 
BUG Inc. has a beta of 1.65. If the market drops by 18.48% over the next 12 months, by approximately how much could BUG Inc.
shares fall over that time period?
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A. 16.83%
B. 30.49%
C. 11.20%
D. 20.13%

Answer: B

NEW QUESTION # 181 
You are the portfolio manager for the ABC asset allocation fund. Interest rates are going up; the stock market has been very volatile
recently and is forecast to continue that way for the next two quarters. What changes, if any, will you make to your current asset
allocation of 50% bonds and 50% equities?

A. Increase the allocation to equities to take advantage of the volatility
B. Increase the allocation to bonds because interest rates are rising
C. Temporarily move a significant amount into money market securities
D. None - the fund is balanced

Answer: C

Explanation:
In volatile market conditions with rising interest rates, asset allocation fund managers may shift to money market securities to reduce
risk. The feedback from the document states:
"Asset allocation funds ideally provide a 'balanced' mix of safety, income and capital appreciation... When both bond and stock
markets are volatile, they will hold large amounts of money market securities. In other words, asset allocation mutual fund managers
attempt to time the market to get the best returns depending on market conditions." Reference: Chapter 12 - Riskier Mutual Fund
ProductsLearning Domain: Analysis of Mutual Funds

NEW QUESTION # 182 
Which security is most likely to provide a capital gain if held to maturity?

A. A corporate bond bought at a discount
B. A government bond bought at a premium
C. Cumulative preferred shares bought at par value
D. Common shares of a mature company

Answer: A

Explanation:
Comprehensive and Detailed Explanation From Exact Extract:
A corporate bond bought at a discount will provide a capital gain at maturity, as the investor receives the par value, which is higher
than the purchase price. The feedback from the document states:
"Bond prices are quoted using an index with a base value of 100. A bond trading at 100 is said to be trading at face value, or par. A
bond trading below par, say at a price of 98, is said to be trading at a discount... So if you buy a bond at a discount, at maturity, you
will receive the par or face value. The difference between the discounted price and the par value received at maturity is considered a
capital gain." Reference:Chapter 7 - Types of Investment Products and How They Are TradedLearning Domain:
Understanding Investment Products and Portfolios

NEW QUESTION # 183 
What type of risk remains unaffected by diversification?

A. Systematic
B. Non-market
C. Business
D. Firm-specific

Answer: A



NEW QUESTION # 184 
Patrick is a portfolio manager for the HyperTally Growth Fund. It has generated an annualized rate of return of 10% this past year.
However, with the anticipation of very high inflation to soon occur, there is also an expectation of higher interest rates. Patrick is
concerned about the future returns of existing stocks within the fund. What may Patrick do to protect against the market value of the
fund dropping?

A. Buy call options for the existing stocks stored within the fund.
B. Avoid the use of derivatives because they are speculative in nature.
C. Agree to buy forward contracts where he is in the "long' position.
D. Purchase put options for the fund's existing assets.

Answer: D

Explanation:
A put option is a contract that gives the buyer the right, but not the obligation, to sell an underlying stock at a specified price (the
strike price) within a specified time period (the expiration date). The seller of a put option is obligated to buy the stock if the buyer
exercises the option. Patrick can purchase put options for the fund's existing assets, which means he can lock in a minimum selling
price for his stocks in case the market value drops below the strike price. This way, he can protect against potential losses and
hedge his portfolio against market risk. References: What Is a Put Option and How to Use It With Example - Investopedia, How to
Hedge With Stock Index Futures - Investopedia

NEW QUESTION # 185
......
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