
Greenlight Exam 2 Practice
(Sample)
Study Guide

Everything you need from our exam experts!

Sample study guide. Visit https://greenlight2.examzify.com



Copyright © 2025 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any
means, graphic, electronic, or mechanical, including photocopying,
recording, web distribution, taping, or by any information storage retrieval
system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain from reliable
sources accurate, complete, and timely information about this product.

1Sample study guide. Visit https://greenlight2.examzify.com for the full version

SA
M

PLE



Questions

2Sample study guide. Visit https://greenlight2.examzify.com for the full version

SA
M

PLE



1. What situation maximizes the benefit for the holder of a
call option?
A. Falling
B. Rising
C. Remaining the same
D. Fluctuating

2. For a bond traded at par, what relationship exists between
its basis and coupon rate?
A. The bond will trade at a yield basis equal to the prevailing

prime funds rate
B. Basis will exceed the coupon rate
C. Basis will be less than the coupon rate
D. Basis and coupon will be identical

3. What describes the process of an investor expecting a rise
in stock prices?
A. Short selling
B. Margin trading
C. Call option purchasing
D. Put option purchasing

4. What type of scenarios might candidates encounter on the
Greenlight Exam 2?
A. Theoretical and abstract scenarios
B. Real-life situations requiring critical analysis
C. Role-playing exercises
D. Group discussion topics

5. What would happen to the purchasing power of fixed
income payments during rising inflation?
A. It would increase significantly
B. It would remain unchanged
C. It would decrease
D. It would double
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6. How are disciplinary actions concerning a registered
representative reported?
A. CRD
B. Form U4
C. Form U5
D. BrokerCheck

7. How long must an e-mail complaint be maintained
according to FINRA rules?
A. It does not constitute an official complaint
B. Must be maintained for four years
C. Must be maintained for six years
D. Must be maintained for the life of the member firm

8. Which item is not considered an acceptable form of
non-cash compensation for registered representatives?
A. A gym bag with the firm's logo
B. An umbrella
C. A golf bag
D. A towel with the firm's logo

9. Which key areas are assessed in the Greenlight Exam 2?
A. Knowledge, skills, and application in relevant professional

fields
B. Teaching methodologies and classroom management
C. Research skills and data analysis
D. Financial literacy and budgeting

10. Why is making summary notes beneficial while studying
for the Greenlight Exam 2?
A. They are required for the exam
B. They condense key information for quicker review
C. They distract from broader learning
D. They provide a platform for group discussions
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Answers

5Sample study guide. Visit https://greenlight2.examzify.com for the full version

SA
M

PLE



1. C
2. D
3. C
4. B
5. C
6. B
7. B
8. C
9. A
10. B
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Explanations
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1. What situation maximizes the benefit for the holder of a
call option?
A. Falling
B. Rising
C. Remaining the same
D. Fluctuating

The situation that maximizes the benefit for the holder of a call option is when the price
of the underlying asset is rising. A call option allows the holder to purchase the
underlying asset at a predetermined price, known as the strike price. When the market
price of the asset increases above this strike price, the holder can exercise the option to
buy at the lower strike price and then potentially sell at the higher market price,
realizing a profit.  In contrast, if the price is falling or remains the same, the call option
would not be exercised since it would not provide any financial advantage. A fluctuating
market does not guarantee that the price will surpass the strike price, hence it may not
always be beneficial. The key advantage for the call option holder is realized most
effectively in a rising market where the potential for profit increases as the price of the
underlying asset increases.

2. For a bond traded at par, what relationship exists between
its basis and coupon rate?
A. The bond will trade at a yield basis equal to the prevailing

prime funds rate
B. Basis will exceed the coupon rate
C. Basis will be less than the coupon rate
D. Basis and coupon will be identical

When a bond is traded at par, its price is equal to its face value. In this scenario, the
basis, which refers to the yield to maturity of the bond, is directly related to the coupon
rate. Since the bond is priced exactly at par, the yield (or basis) reflects the coupon
payments that the bondholder will receive. Therefore, the yield to maturity must be equal
to the coupon rate because there are no premium or discount adjustments to account for.
This means that if you hold the bond until maturity, the annual income derived from the
coupon payments will exactly match the yield, thus resulting in an identical relationship
between the basis and coupon rate when the bond is trading at par.
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3. What describes the process of an investor expecting a rise
in stock prices?
A. Short selling
B. Margin trading
C. Call option purchasing
D. Put option purchasing

The process of an investor expecting a rise in stock prices is effectively described by
purchasing a call option. A call option grants the investor the right, but not the
obligation, to buy a specific stock at a predetermined price (known as the strike price)
within a certain period. If the investor anticipates that the stock price will increase above
the strike price, they can profit by exercising the option and purchasing the stock at a
lower price, or by selling the option itself for a gain. This strategy is specifically designed
for bullish expectations, where the investor benefits from upward movements in stock
prices.  Other strategies listed are focused on different market expectations or
mechanics. For instance, short selling involves betting against a stock, margin trading is
about borrowing funds to amplify investment potential, and put option purchasing is
based on an expectation that stock prices will decline. None of these strategies align with
the positive outlook that comes from expecting a rise in stock prices as effectively as call
option purchasing does.

4. What type of scenarios might candidates encounter on the
Greenlight Exam 2?
A. Theoretical and abstract scenarios
B. Real-life situations requiring critical analysis
C. Role-playing exercises
D. Group discussion topics

Candidates on the Greenlight Exam 2 can expect to face real-life situations that require
critical analysis. This type of scenario challenges candidates to apply their knowledge
and skills to practical problems they may encounter in their field. By engaging with these
real-world situations, candidates demonstrate their ability to think critically, assess
various elements of a scenario, and come up with informed solutions or
recommendations.  These scenarios are designed to mimic the complexities that
professionals face, making it essential for candidates to draw on both their theoretical
knowledge and practical experience. The focus is primarily on evaluation,
decision-making, and the application of relevant concepts to resolve issues effectively.
This approach helps ensure that candidates are not only familiar with the theoretical
underpinnings but can also navigate challenges they will likely encounter in their
professional lives.
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5. What would happen to the purchasing power of fixed
income payments during rising inflation?
A. It would increase significantly
B. It would remain unchanged
C. It would decrease
D. It would double

When inflation rises, the purchasing power of fixed income payments decreases. This is
because fixed income payments, such as those from bonds or certain annuities, provide a
set amount of money over time. As general prices increase due to inflation, the same
amount of money buys fewer goods and services than it did before. For example, if you
receive a fixed payment of $1,000 per month, but inflation causes the cost of living to
increase significantly, that $1,000 will not stretch as far, effectively reducing your ability
to purchase the same quantity or quality of items. This erosion of purchasing power is a
critical concern for individuals depending on fixed income, making option C the correct
response.

6. How are disciplinary actions concerning a registered
representative reported?
A. CRD
B. Form U4
C. Form U5
D. BrokerCheck

Disciplinary actions concerning a registered representative are reported primarily
through Form U5. This form is used when a registered representative terminates their
association with a broker-dealer or when the broker-dealer takes a disciplinary action
against the representative, such as termination due to misconduct or other issues. The
Form U5 is essential because it provides the necessary details about the reasons for
termination, which are then utilized by regulatory authorities to maintain updated
records regarding a representative's professional conduct.  While other options exist in
the context of reporting and record-keeping, Form U5 specifically addresses the
reporting of disciplinary actions and is critical in ensuring transparency and maintaining
the integrity of the securities industry. This information is also made available to the
public and regulatory bodies, which plays an essential role in investor protection.
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7. How long must an e-mail complaint be maintained
according to FINRA rules?
A. It does not constitute an official complaint
B. Must be maintained for four years
C. Must be maintained for six years
D. Must be maintained for the life of the member firm

The correct duration for maintaining an e-mail complaint according to FINRA rules is
four years. This is consistent with FINRA's guidelines that set specific record-keeping
requirements for various types of documents and communications, including complaints
received through email. The four-year requirement is designed to ensure that firms keep
adequate records for the purpose of regulatory oversight and to protect investors,
providing a balance between the need for documentation and the ability for firms to
manage archival records effectively.   In contrast, the other options suggest either an
indefinite timeframe, which would be impractical, or a shorter period that's not in line
with regulatory standards. Thus, maintaining complaints for four years aligns with
industry norms and regulatory expectations for accountability and transparency.

8. Which item is not considered an acceptable form of
non-cash compensation for registered representatives?
A. A gym bag with the firm's logo
B. An umbrella
C. A golf bag
D. A towel with the firm's logo

The rationale behind identifying a golf bag as not being an acceptable form of non-cash
compensation for registered representatives lies in regulatory guidelines set by financial
authorities. Non-cash compensation is typically defined as promotional items or gifts that
have minimal value and are meant to promote goodwill without being viewed as
significant inducements or incentives for business.   While items like a gym bag with the
firm’s logo, an umbrella, or a towel with the firm's logo can be considered promotional
merchandise that serve to advertise the firm while also being practical for everyday use,
a golf bag usually represents a higher value item that could be seen as a more substantial
gift. Thus, it presents a higher risk of being perceived as a form of compensation
intended to influence business decisions or client relationships, which is not acceptable
under the regulatory standards governing registered representatives.   In summary, the
golf bag’s nature as a potentially more expensive and less common promotional item
makes it inappropriate as an acceptable form of non-cash compensation in a professional
regulatory environment.

11Sample study guide. Visit https://greenlight2.examzify.com for the full version

SA
M

PLE



9. Which key areas are assessed in the Greenlight Exam 2?
A. Knowledge, skills, and application in relevant professional

fields
B. Teaching methodologies and classroom management
C. Research skills and data analysis
D. Financial literacy and budgeting

The correct answer highlights the comprehensive evaluation of essential competencies
for professionals in various fields. Greenlight Exam 2 is designed to assess knowledge,
skills, and application in relevant professional contexts, reflecting a holistic approach to
understanding how well candidates can apply what they’ve learned. This assessment
ensures that examinees are not only familiar with theoretical concepts but can also
translate that knowledge into practical, real-world applications, which is crucial for
success in their respective careers.   The focus on knowledge guarantees a solid
understanding of fundamental principles, while the skills component looks at practical
abilities necessary for effective performance. Application emphasizes the ability to utilize
both knowledge and skills in relevant situations, bridging the gap between learning and
practical execution. This comprehensive evaluation distinguishes candidates who are
prepared for the demands of their professional environments.

10. Why is making summary notes beneficial while studying
for the Greenlight Exam 2?
A. They are required for the exam
B. They condense key information for quicker review
C. They distract from broader learning
D. They provide a platform for group discussions

Making summary notes is beneficial while studying for the Greenlight Exam 2 because
they condense key information, allowing for quicker review and more efficient study
sessions. By summarizing material, you distill complex concepts into manageable points,
which helps to reinforce learning and aid retention. Summary notes can also highlight
the most important topics and ideas that are likely to be tested, enabling focused
revision. This technique not only saves time during review periods but also enhances
comprehension since synthesizing information into your own words often leads to a
deeper understanding of the material.   The other options present alternatives that do
not support the primary benefits of summary notes. For example, while group discussions
can be valuable, they are not a direct benefit of creating summary notes themselves.
Additionally, summary notes are not a requirement for the exam, and they do not distract
from learning broader concepts when used properly; in fact, they can enhance overall
comprehension.
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