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HM #91
Which of'the following characteristics is true of open-end mutual fund shares?

A. Their price is calculated intra-day based on the changing market value of the fund.

B. They terminate and dissolve on an established date.

C. They are purchased by investors directly from the fnd or through a broker-dealer offering the fund.
D. They are purchased by investors in the secondary market.

EMf: C
i

Open-end mutual funds do not trade on secondary markets. Instead, shares are continuously issued or redeemed by the fund at the
net asset value (NAV), calculated at the market close.
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* D is correct because investors purchase and redeem shares directly through the fund or authorized brokers.

* A is incorrect because mutual funds do not have a predetermined dissolution date.

* B is incorrect because mutual fund shares are priced at the NAV calculated once daily after the market closes.

* C is incorrect because secondary market trading applies to closed-end finds and ETFs, not open-end mutual funds.
Reference: Investment Company Act of 1940; SIE Study Guide, Chapter 5

R #92
Which of'the following statements is a characteristic of a government bond fund?

A. Dividend/interest payments will be the same each month.

B. If interest rates fall, the net asset value (NAV) of the fund will likely drop as well.
C. Government bond finds are diversified.

D. The value of the fund is not guaranteed by the government or any federal agency.

Ef#: D

R -

Step by Step Explanation:

* Government Bond Funds: Invest in government-backed securities, but the value of the fund itself'is not guaranteed by the
government, as these funds are subject to market risks.

* Incorrect Options:

* A: Diversification depends on the fund's investment strategy.

* B: Interest/dividend payments may fluctuate.

* C: If nterest rates fall, NAVs typically rise, not drop.

References:

* SEC Guidance on Mutual Funds: SEC Government Bond Funds.

HP #93
Which of'the following agencies publishes the list used by broker-dealers to verify that customers are not known money launderers,
terrorists or others deemed ineligible to open an account at a financial institution?

A. The FBI
B. The SEC
C. The IRS
D. The Office of Foreign Assets Control (OFAC)

IEf#: D

E R #94
What is the sales load of an open-end investment company with a net asset value (NAV) of $14.35 and a public offering price
(POP) of $15.50?

A. 8.00%
B. 7.40%
C. 8.50%
D. 9.25%

Ef: C

R -

The sales load is calculated as a percentage of the POP, using the formula:
Sales load = (POP # NAV) =+ POP x 100

* POP = $15.50, NAV = §14.35.

* Sales load = ($15.50 # $14.35) + $15.50 x 100 = 8.50%.

* C is correct because the calculation results in an 8.50% load.

* A, B, and D are incorrect due to incorrect calculations.

Reference: SIE Study Guide, Chapter 5: Mutual Fund Pricing



HH #95
A customer purchases $3,000 of XYZ, which settles today in a margin account. The customer has no other positions or balances.
According to initial margin requirements, what is the amount of the required deposit?

o A $2,000
e B.$2,500
e C.$1,500
* D. $3,000

EfE: A

TR

Under Federal Reserve Regulation T, customers must deposit at least 50% of the purchase price for margn trades. However,
themininum deposit requirement is $2,000, regardless of the 50% rule, if the account is below this threshold.

* 50% of $3,000 = $1,500.

* Since $1,500 is less than the $2,000 minimum, the customer must deposit the full $2,000.

* B is correctbecause $2,000 is the required minimum deposit.

* Ais incorrect because the $1,500 calculation does not meet the minimum

* CandDare incorrect because they exceed the mnimum deposit requirement.
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