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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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1. A market in which securities are bought and sold over the counter in which
dealers act as principals when buying and selling securities for clients. Also
referred to as the unlisted market.
A. Primary market
B. Secondary market
C. Dealer market
D. Electronic market

2. Which market would you be in when a company issues new shares to raise
capital for the first time?
A. Secondary Market
B. Primary Market
C. Open-end Fund
D. Over-the-counter Market

3. What must be included in a fund's prospectus?
A. The fund's legal structure and board composition.
B. Fund objectives, strategies, risks, performance data, fees and expenses, fund

manager identity, and other material disclosures.
C. Marketing materials for the fund.
D. Dividend distribution policy only.

4. What is currency risk in global funds?
A. Currency risk affects returns only in domestic funds.
B. Currency risk is irrelevant if a fund is global.
C. Currency risk is the risk that movements in foreign currencies affect returns

on non-CAD assets; hedging can mitigate or add costs.
D. Currency risk guarantees higher returns when currencies move favorably.

5. Which term describes an economic indicator used to predict the next phase
of the business cycle, often including stock prices, money supply, housing
starts, and new orders?
A. Leading indicators
B. Coincident indicators
C. Lagging indicators
D. Monetary policy
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6. What is Know Your Client (KYC) and Know Your Product (KYP) in fund
sales?
A. Know Your Client collects a client's investment preferences only.
B. Know Your Client collects a client's financial situation and objectives; Know

Your Product ensures the product aligns with the client's needs and risk
tolerance.

C. Know Your Client is optional.
D. Know Your Product means you know the product's manufacturing origin.

7. Which measure represents the economy's potential output at full
employment?
A. Real GDP
B. Nominal GDP
C. Potential GDP
D. Gross Domestic Product

8. Which document primarily outlines the financial condition of the issuer, the
use of funds, and the risk associated with the securities?
A. Offering Circular
B. Disclosure Document
C. Prospectus
D. Term Sheet

9. Which statement about currency hedging in global funds is true?
A. It always eliminates currency risk with no cost.
B. It has no effect on risk or returns.
C. It can mitigate currency risk but may add costs.
D. It guarantees higher returns.

10. What is the term for the highest price that a buyer is willing to pay for a
financial instrument being quoted?
A. Last price
B. Bid price
C. Ask price
D. Market price
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Answers
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1. C
2. B
3. B
4. C
5. A
6. B
7. C
8. C
9. C
10. B

Sample study guide, visit https://csiifcpart1.examzify.com
for the full version with hundreds of practice questions 9

SAMPLE



Explanations
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1. A market in which securities are bought and sold over the counter in which
dealers act as principals when buying and selling securities for clients. Also
referred to as the unlisted market.
A. Primary market
B. Secondary market
C. Dealer market
D. Electronic market

This question tests your understanding of the over‑the‑counter dealer market, where trading happens directly
with market makers. In this market, dealers hold inventories and act as principals, buying and selling securities
for their own accounts rather than merely matching buyers and sellers. Because the securities aren’t listed on a
formal exchange, this is often called the unlisted market. The primary market involves new issues, not trading
existing securities. The secondary market covers trades of existing securities, but the defining feature here is the
OTC, dealer‑based structure rather than an organized exchange. An electronic market is simply a trading
platform and doesn’t by itself define the unlisted, dealer‑driven setup.

2. Which market would you be in when a company issues new shares to raise
capital for the first time?
A. Secondary Market
B. Primary Market
C. Open-end Fund
D. Over-the-counter Market

Primary market. This is the market where a company issues new shares to raise capital, such as through an IPO.
The company receives the proceeds from the sale, with underwriters helping set the price and allocate shares.
Once issued, those shares move into the secondary market, where existing shares are traded among investors.
The open-end fund is a mutual fund product, not a company issuing its own shares, and the over-the-counter
market refers to trading that often occurs outside formal exchanges and is still generally secondary market
activity. So issuing new shares to raise capital for the first time happens in the primary market.

3. What must be included in a fund's prospectus?
A. The fund's legal structure and board composition.
B. Fund objectives, strategies, risks, performance data, fees and expenses, fund

manager identity, and other material disclosures.
C. Marketing materials for the fund.
D. Dividend distribution policy only.

Fund prospectuses must provide a complete, clear overview of the investment to help investors assess
suitability. The most important elements are the fund’s objectives and strategies, so you know what the fund
aims to achieve and how it plans to pursue it. It must also lay out the risks, so you can understand the potential
downsides and how volatile or uncertain returns could be. Performance data allows you to gauge historical
results, while fees and expenses reveal the cost of investing and how it can erode returns. Identifying the fund
manager and related parties is essential for accountability and transparency. In addition, other material
disclosures cover information regulators require to understand the fund’s operations, liquidity, taxation
implications, voting rights, conflicts of interest, and any policies or practices relevant to investors. These
components together form the comprehensive picture investors rely on when deciding whether to invest. 
Marketing materials are separate from the prospectus and can be promotional in nature, not a substitute for the
full disclosure. A dividend distribution policy alone does not provide the wide-ranging information needed to
assess the investment.
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4. What is currency risk in global funds?
A. Currency risk affects returns only in domestic funds.
B. Currency risk is irrelevant if a fund is global.
C. Currency risk is the risk that movements in foreign currencies affect returns

on non-CAD assets; hedging can mitigate or add costs.
D. Currency risk guarantees higher returns when currencies move favorably.

Currency risk in global funds comes from the fact that assets held outside Canada are priced in foreign
currencies. When those currencies move relative to the Canadian dollar, the value of the fund’s non-CAD assets
in CAD terms changes, affecting returns. This risk is present even if a fund is global, because foreign currency
fluctuations can add or subtract from performance measured in CAD.  Hedging is the tool used to control this
risk. It can reduce uncertainty by locking in exchange rates, but it also adds costs and can cause tracking error if
the hedge doesn’t perfectly match the fund’s exposure. So currency risk exists and hedging can either mitigate it
or introduce additional costs.  The other statements aren’t correct because currency risk is not limited to
domestic funds, it does matter for global funds, and currency movements do not guarantee higher returns—there
can be losses if movements go the wrong way or if hedging costs erode gains.

5. Which term describes an economic indicator used to predict the next phase
of the business cycle, often including stock prices, money supply, housing
starts, and new orders?
A. Leading indicators
B. Coincident indicators
C. Lagging indicators
D. Monetary policy

Leading indicators are measures that tend to move before the overall economy changes, signaling where the
business cycle is headed next. They provide forward-looking signals about expansion or contraction. Stock
prices, money supply, housing starts, and new orders fit this role well because they reflect anticipation of future
demand: rising stock prices and a growing money supply suggest stronger spending ahead; more housing starts
point to upcoming construction activity; rising new orders indicate forthcoming production. In contrast,
coincident indicators move with the current level of economic activity, and lagging indicators confirm trends
after they’ve begun. Monetary policy isn’t an indicator itself; it’s tools and actions that influence the economy
rather than precede it. So the term that best fits a predictive economic indicator is leading indicators.
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6. What is Know Your Client (KYC) and Know Your Product (KYP) in fund
sales?
A. Know Your Client collects a client's investment preferences only.
B. Know Your Client collects a client's financial situation and objectives; Know

Your Product ensures the product aligns with the client's needs and risk
tolerance.

C. Know Your Client is optional.
D. Know Your Product means you know the product's manufacturing origin.

Know Your Client and Know Your Product are about making sure investments fit the individual you’re advising.
Know Your Client is about building a client profile that goes beyond preferences to include financial situation and
investment objectives, plus factors like time horizon and risk tolerance. Know Your Product checks that the fund
or investment being recommended actually suits that profile—the product’s features, risks, costs, and expected
performance align with the client’s needs and tolerance for risk.  This is why the best description is the one that
says KYC collects the client’s financial situation and objectives, and KYP ensures the product matches those
needs and the client’s risk tolerance. The other choices miss important parts: limiting KYC to investment
preferences is too narrow; saying KYC is optional contradicts regulatory requirements; and defining KYP as
knowing the product’s manufacturing origin misses the real focus on product suitability and risk.

7. Which measure represents the economy's potential output at full
employment?
A. Real GDP
B. Nominal GDP
C. Potential GDP
D. Gross Domestic Product

Potential GDP is the economy’s maximum sustainable level of output when resources are fully employed and
unemployment is at its natural rate. It represents what the economy can produce on a long-run basis given
current technology and capital, and it’s measured in real terms (prices held constant). Real GDP shows what is
actually produced right now, which can be above or below that potential level due to the business cycle. Nominal
GDP mixes output with current price changes, so it isn’t a clean measure of sustainable capacity. GDP is the
broad measure of output overall, not specifically the sustainable, full-employment level. So the measure that
represents the economy’s potential output at full employment is potential GDP, with any difference between
actual GDP and potential GDP indicating an output gap.

Sample study guide, visit https://csiifcpart1.examzify.com
for the full version with hundreds of practice questions 13

SAMPLE



8. Which document primarily outlines the financial condition of the issuer, the
use of funds, and the risk associated with the securities?
A. Offering Circular
B. Disclosure Document
C. Prospectus
D. Term Sheet

For a public offering, the document that provides a full picture of the issuer’s finances, how the funds will be
used, and the risks of the securities is the prospectus. It contains audited financial statements, details on use of
proceeds, and a thorough list of risk factors, all approved by regulators to help investors assess the investment.
An offering circular can be similar in purpose but is typically used for exempt or fund-related offerings and isn’t
the standard, regulation-driven disclosure for public offerings. A disclosure document covers essential
information for exempt offerings but is generally less comprehensive than a prospectus. A term sheet, by
contrast, is only a concise summary of terms and omits the detailed financials and risk disclosures investors rely
on.

9. Which statement about currency hedging in global funds is true?
A. It always eliminates currency risk with no cost.
B. It has no effect on risk or returns.
C. It can mitigate currency risk but may add costs.
D. It guarantees higher returns.

Currency hedging in global funds is about reducing exposure to exchange rate movements so that asset
performance isn’t driven as much by currency swings. This helps smooth returns when currencies fluctuate, but
it’s not free and it doesn’t promise higher returns.  The best statement reflects that hedging can mitigate
currency risk but may add costs. When a fund hedges, it uses instruments like forwards or futures to offset FX
movements, which can reduce volatility from currency changes. However, those hedging activities come with
costs—transaction fees, bid-ask spreads, and potential mismatch between the hedge and the actual exposure. If
the currency moves in a way that would have benefited the unhedged position, hedging can also dampen those
gains. So hedging reduces currency risk but can drag on performance due to costs and imperfect hedges.  The
other ideas—eliminating all currency risk without cost, having no effect on risk or returns, or guaranteeing higher
returns—aren’t accurate because hedging isn’t perfect, it incurs costs and can influence returns, and it doesn’t
guarantee outsized or superior performance.

10. What is the term for the highest price that a buyer is willing to pay for a
financial instrument being quoted?
A. Last price
B. Bid price
C. Ask price
D. Market price

The concept being tested is how quotes show what buyers are willing to pay. Buyers signal their maximum price
by placing a bid. The bid price is the highest price among all current bids and represents the most a buyer is
willing to pay for the instrument right now. This pair of quotes—bid and ask—forms the two-sided view of the
market: buyers want to pay at the bid, sellers want to take at the ask. The spread between these two prices
shows how tight or wide the market is. The last price is simply the most recent trade, and the market price is a
broader term that can reflect the latest trade or the current quoted level, but not specifically the maximum buyer
willingness. So the term for the highest price a buyer is willing to pay is the bid price.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://csiifcpart1.examzify.com

We wish you the very best on your exam journey. You've got this!
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