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HH #132

Damny is a Dealing Representative for Everbright Investments. He met with his client Adele, who has

$1,000,000 to invest. During their meeting Danny determines that Adele has a high-risk profile. In addition, he learns that she has an
excellent understanding of equities and how volatile they can be. Danny is considering recommending growth funds specifically, and
making a recommendation from the following investment options:

5-year Annualized Returns

net of MER. MER Sharpe Ratio
ABC Global Equity Fund 7% 1% 0.40
DEF European Equity Fund 7% 2% 0.30
LMN Asia Pacific Equity Fund 7% 3% 0.20

Based on the mformation provided, which mutual fimd should Danny recommend?

e A. Invest equally nall 3 funds.

¢ B. ABC Global Equity Fund.

e C. LMN Asia Pacific Equity Fund.
¢ D. DEF European Equity Fund.

IEf#E: A

L -

Adele has a high-risk profile and an excellent understanding of equities. Therefore, it would be appropriate for Danny to recommend
growth funds. However, since Adele has $1,000,000 to invest, it would be prudent to diversify her investments and invest equally in
all 3 finds. This way, she can benefit from the exposure to different regions and sectors, and reduce the impact of market
fluctuations on her portfolio. Based on the table, all 3 funds have the same 5-year annualized returns net of MER, which is 15%.
However, they have different MERs and Sharpe ratios. The MER is the fee charged by the fund manager for managing the fund, and
the Sharpe ratio is a measure of risk-adjusted return. A lower MER means a lower cost for the investor, and a higher Sharpe ratio
means a higher return per unit of risk. Therefore, investing equally in all 3 finds would allow Adele to achieve a balanced trade-off
between cost and performance. References:

* Canadian Investment Funds Course (CIFC) Study Guide, Chapter 4: Mutual Funds, Section 4.2: Types of Mutual Funds, page 4-
6

* Canadian Investment Funds Course (CIFC) Study Guide, Chapter 5: Fixed-Income Securities, Section

5.5: Risk-Return Trade-Ofls, page 5-14

* Sharpe Ratio Definition - Investopedia

M #133
Which exchange in Canada deals exclusively with financial and equity fitures and options?

e A, The Montreal Exchange

e B. Canadian Securities Exchange
e C. The TSX Venture Exchange
e D. The Toronto Stock Exchange

EfE: A

A -
The Montreal Exchange (also referred to as Bourse de Montreal) is the only Canadian exchange specializing exclusively in financial


https://www.it-passports.com/IFC.html

and equity futures and options. The feedback from the document confirms:

"The Montreal Exchange (Bourse de Montreal) is the only exchange in Canada that deals exclusively with financial and equity futures
and options." Reference: Chapter 2 - Overview of the Canadian Financial Marketplacelearning Domain: An Introduction to the
Mutual Funds Marketplace

HH #134
You are concerned about upcoming weakness in the Canadian dollar. Which type of find should you invest in?

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

B. A global fund that hedges its foreign currency risk

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

Ef#: A

R -

A global fund 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 docurment states:

"Global mutual funds 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 fund sales representatives to know whether their global mutual fnds 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

H #135

Seth's brother Keith manages a successful private equity find. Seth is an investment advisor and has thoroughly evaluated Keith's
fund. He believes it would be an excellent investment for some of his clients. If Seth does not disclose his relation to Keith prior to
recommending this investment, what value does he stand to breach with his client?

A. Integrity

B. Compliance
C. Confidentiality
D. Duty of care

EfE: A

fi .-

According to CSC ethical guidelines, integrity requires an advisor to act honestly and avoid conflicts of interest.

By recommending his brother's private equity fund without disclosing the relationship, Seth risks a conflict of interest and breaches
the principle of integrity.

Duty of care relates to suitability and due diligence.

Compliance refers to following regulations.

Confidentiality refers to safeguarding client information.

Thus, the violated value is Integrity.

M #136
What term applies to unemployment created by a new technology that eliminates the need for subway train drivers?

A. Cyclical
B. Natural
C. Frictional
D. Structural

IEf#: D

A -

Comprehensive and Detailed Explanation From Exact Extract:

Structural unemployment results from economic changes, such as technological advancements that reduce the demand for certain
types of labor. The feedback from the document states:



"Structural unemployment results from changes in the economy, such as technological advances that reduce the need for human
labour." Reference:Chapter 3 - Economic PrinciplesLeaming Domain:An Introduction to the Mutual Funds Marketplace
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