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8 #21
Annie Jones is the portfolio manager for a large-cap equity investment fund. Her colleagues at another mvestment fund share details
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about a small-cap company that is now showing a long-term basing pattern on the price charts, and whose prospects for future
growth and earnings are outstanding. She invests in the company on behalf of the fund, and over the course of the next three years,
the performance of the company's stock contributes greatly to her investment fund beating its benchmark. Jones:

e A Has not violated the CFA Institute Code and Standards because she conducted additional research based on the
information and found supporting evidence of her trade action

¢ B. Has violated the CFA Institute Code and Standards because she was made aware of the opportunity by her colleagues at
another firm, thereby using confidential information in the process

¢ (. Has not violated the CFA Institute Code and Standards because the investment was in the common stock of a listed entity,
which is allowed by the investment fund she manages

¢ D. Has violated the CFA Institute Code and Standards because her investment in the small-cap company is contrary to the
stated objectives of the fund

EX: D

i RE S«

Detailed Explanation:

Jones violated the standard regarding Suitability and adherence to client mandates. As a manager of a large- cap fund, investing in a
small-cap company constitutes "style drift" and contradicts the stated investment objectives of the fund, regardless of the trade's
profitability.

PR #22
All of the following are similar technical indicators EXCEPT the:

A. Herrick Payoff Index
B. Willians %R

C. Stochastics

D. Relative Strength Index

ER: A

fRRERR A

Detailed Explanation:

Stochastics, Williams %R, and RSI are all price-based momentum oscillators. The Herrick Payoff Index is different because it uses
Open Interest (along with price and volume) to measure money flow in futures markets.

FIRE #23
A breakaway gap usually:

A. Signals the beginning of an important price move38

B. Provides a major divergence signal39

C. Occurs at the end of an important price move40

D. Occurs during the accumulation phase of a market cycle37

BEE: A

fE R A -

Detailed Explanation:42

Breakaway gaps occur when prices gap out of a tradid3g range or consolidation pattern (like a triangle or rectangle). They signal
the beginning of a significant new trend or price move and are often not filled immediately.

i RE #24
Identify the point & figure pattern highlighted below (top right chart in PDF context showing a flat top breakout):

A. Upside breakout of an ascending triangle

B. Quadruple top buy

C. Upside breakout of a descending triangle

D. Upside breakout of a symmetrical triangle



BE: A

i RE S «

Detailed Explanation:

The pattern shows a flat top (resistance) and rising bottors (support).

This creates a triangle shape with a flat upper boundary and rising lower boundary.

A breakout above the flat top constitutes an upside breakout of an ascending triangle.

i /8 #25
The breakout from a triangle formation:

A. Is a price level that immediately becomes support/resistance

B. Should take place between two-thirds to three-fourths of the way through the pattern
C. Should take place with a sharp increase in volume

D. All of the above

ZX: D

i RE S -

Detailed Explanation:

A valid breakout requires:

* Volume:Heavy volume (especially on upsides) confirms conviction.

* Timing:Ideally occurs 2/3 to 3/4 of the way to the apex.

* Polarity:The broken trendline/level immediately flips roles (e.g, resistance becomes support).
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