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CISI International Certificate in Wealth & Investment Management 58 X

ICWIM A 5% [ 8 (Q73-Q78):

HR#73
The demand for a product is said to be highly elastic if:

A. An increase in price leads to a halt in production

B. A slight change in price leads to little change in the quantity supplied

C. A 1% change in price results in a change in demand of less than 1%

D. A slight change in price leads to a sharp change in the quantity demanded
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Price elasticity of demand measures how responsive quantity demanded is to a change in price. Demand is described as highly elastic
when consurmers respond strongly to small price changes, meaning a relatively small increase in price causes a relatively large fall in
quantity demanded, and a small price cut produces a relatively large rise in quantity demanded. This typically occurs when close
substitutes are available, the product is non-essential, the purchase can be delayed, and the item takes up a meaningful share of
consumer income. In exam terms, highly elastic demand implies the elasticity value is greater than 1 in absolute terms, because the
percentage change in quantity demanded exceeds the percentage change in price. Option D describes inelastic demand, where
quantity demanded changes by less than the price change. Options A and B focus on production and supply rather than demand,
and are therefore not addressing the concept tested. The corrected statement in option C captures the definition the syllabus expects:

strong demand sensitivity to price changes.

HMA #74
How does standard deviation provide investors with a measure of historical volatility?

¢ A. By measuring the degree of fluctuation around the mean

¢ B. Through the measurement of the highs and lows of each asset

e C. By the analysis of historical share price movements

¢ D. Through the measurement of share price movements compared to the benchmark
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Standard deviation measures the dispersion of returns around the average (mean) return. A higher standard deviation indicates
greater historical volatility, showing how much the returns deviate from the expected average.

Formula:

Standard Deviation=#R#R#)2n\text {Standard Deviation} = \sqrt{\frac {\Signa (R i- \bar{R})
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