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CSI Canadian Securities Course Exam2 32 %€ CSC2 iR BB &E (Q157-Q162):

B #157

When considering the overall investment objectives of liquid alternatives, what time horizon is the most appropriate for retail
investors when investing in these funds?

A. Medium-term

B. Short-to medium-term
C. Long-term

D. Short-term

Ef#: C

fi .-

Liquid alternatives, also known as alternative mutual funds, combine features of traditional mutual funds with hedge fimd-like
strategies. They provide access to alternative investments such as derivatives, short-selling, and leverage while adhering to stricter
regulations for retail mvestors. These funds are designed to achieve diversification and risk-adjusted returns that are less correlated
with traditional stock and bond markets.

‘When considering liquid alternatives, a long-term investment horizon is most appropriate for retail nvestors.

The key reasons include:

* Volatility and Complexity: Liquid alternatives can be more volatile than traditional finds due to their use of sophisticated strategies
like leverage or derivatives. This requires a long-term outlook to weather short-term fluctuations.

* Objective of Absolute Returns: Liquid alternatives are often structured to provide positive returns over a full market cycle, which
typically spans several years.

* Diversification Benefits: The risk mitigation offered by these finds unfolds over time as they reduce the portfolio's overall exposure
to specific market conditions.

Investors seeking short-term gains may not benefit as much due to the time required for the strategies employed to materialize their
mtended results. Long-term objectives align better with the nature of liquid alternatives and their ability to smooth returns.

CSC Volure 2, Chapter 20: "Alternative Investments: Strategies and Performance," discusses the structure and time horizon
considerations for liquid alternatives.

M #158
What is the normal shape of a yield curve?

e A Downward slope
e B. Hunped
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e C. Upward slops

e D. mverted
Ef#: C
fR:

The normal shape of a yield curve is anupward slope, indicating that longer-term bonds offer higher yields than shorter-term bonds.
This reflects the additional risk and time value of money associated with longer maturities.

* A. Downward slope: This could describe a yield curve during unusual circumstances, such as a period of market uncertainty or
deflation.

* B. Inverted: An inverted yield curve, where shorter-term yields exceed longer-term yields, is a rare occurrence and often signals
€conoIic recession.

* D. Humped: A humped curve is rare and occurs when intermediate-term yields exceed both short-term and long-term yields.

H #159
Which type of mutual finds tend to have the lowest management fees?

e A. Index

e B. Asset allocation
e C.Bond

e D. Small cap

Ef: A

R :

Index mutual finds are structured to replicate the performance of a market index, such as the S&P/TSX Composite Index. Since
these funds do not require active management, their management fees are among the lowest compared to other types of mutual
funds. Active management in asset allocation, small-cap, or bond funds involves more frequent trading and research, increasing
operational costs.

References:

* CSC Volume 2, Chapter 18: "Mutual Funds: Types and Features," discusses indexing as a find management style and highlights its
low costs compared to actively managed funds.

R #160
What is name of the procedure used to calculate the income deemed to have been earmed by segregated fund contract holders?

A. Allocation.
B. Distribution.
C. Payout.

D. Redemption.

.
R

: A

E R #161
What is a structured product?

A. A credit card receivable

B. A mortgage loan.

C. An equity index.

D. A principle-protected note.

IEf#: D

A -

A structured product is a pre-packaged investiment strategy often involving derivatives and fixed-income securities to offer a
combination of protection and growth potential.

* Principal-Protected Note (PPN):A PPN is a common type of structured product that guarantees the return of the original
mvestment (principal) at maturity while offering potential upside linked to the performance of an underlying asset or index.



* Why Other Options Are Incorrect:

* A. A mortgage loan: This is a form of debt, not a structured product.

* C. An equity index: An index tracks the performance of a market but is not a structured product itself.
* D. A credit card receivable: This is a financial asset used in securitization, not a structured product.

CSC Volurre 2, Chapter 23: Structured products and their features.
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