
IFSE Canadian Investment
Funds Course (CIFC)
Practice Test (Sample)
Study Guide

Everything you need from our exam experts!

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

SA
M

PLE



Questions

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

SA
M

PLE



1. Which phrase best completes the statement about the
secondary debt market?
A. ...borrowers secure loans directly
B. ...issuers create new securities
C. ...dealers bring together buyers and sellers of securities
D. ...regulators monitor financial stability

2. What is indicated by a high dividend yield?
A. Low risk associated with the company
B. High income potential relative to the share price
C. Stability in market share
D. A growth in company investment

3. How does a mutual fund perform quarterly?
A. Funds choose to report only annual performance
B. Funds must disclose performance and financial statements
C. Funds only report performance if asked by shareholders
D. Funds do not provide any reports

4. How would you classify Monica’s risk tolerance based on
her investment experience?
A. Low tolerance for risk
B. Moderate tolerance for risk
C. High tolerance for risk
D. Uncertain risk tolerance

5. What common fee is associated with mutual funds that
affects investor returns?
A. Transaction tax fees
B. Management expense ratio (MER)
C. Inflation adjustment fees
D. Securities regulation fees
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6. What is the correct statement about corporate class funds
when switching funds?
A. Tax benefits are consistent across all funds
B. Switching generates capital gains
C. Switching does not result in deemed disposition
D. Only registered funds allow switches

7. How does a return of capital affect an investor's net capital
gain?
A. It will decrease the capital gain
B. It will increase the net capital gain
C. It has no effect on capital gains
D. It is subject to taxation

8. What is a "target return fund"?
A. A fund that aims to achieve a specific return
B. A fund that focuses on minimizing risk
C. A fund that exclusively invests in government securities
D. A fund that distributes dividends on a quarterly basis

9. What is 'float' in the context of mutual funds?
A. It refers to the total assets a fund manages
B. It is the cash raised before investments are made
C. It is the minimum investment amount required
D. It indicates the liquidity of the investment

10. Why is performing due diligence critical before investing
in mutual funds?
A. To assess potential tax implications
B. To predict future market trends
C. To evaluate performance, risks, and costs associated with a

fund
D. To find social responsibility ratings
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1. C
2. B
3. B
4. C
5. B
6. C
7. B
8. A
9. B
10. C
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Explanations
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1. Which phrase best completes the statement about the
secondary debt market?
A. ...borrowers secure loans directly
B. ...issuers create new securities
C. ...dealers bring together buyers and sellers of securities
D. ...regulators monitor financial stability

In the context of the secondary debt market, the statement is best completed by
emphasizing the role of dealers in facilitating transactions. Dealers act as intermediaries
who connect buyers and sellers of existing securities, allowing for the trading of debt
instruments such as bonds after their initial issuance. This function is crucial since it
contributes to the liquidity of financial markets, enabling investors to buy and sell
securities easily.  When securities are traded on the secondary market, the original
issuer is not involved in the transaction, and no new funds are raised. Instead, the focus
is on the transfer of ownership from one investor to another, which is a fundamental
characteristic of secondary markets. The presence of dealers helps to ensure that there is
a market for these securities by providing price quotes and executing trades, making
them integral to the functioning of the secondary debt market.   Other options, while
relevant to broader financial concepts, do not accurately represent the specific role or
function of the secondary debt market. For example, securing loans directly refers to
primary borrowing activities rather than trading in an established market. Similarly,
creating new securities pertains more to the primary market, where new debt
instruments are issued, while regulatory monitoring affects the financial industry as a
whole but does not specifically identify the mechanics of secondary debt trading.

2. What is indicated by a high dividend yield?
A. Low risk associated with the company
B. High income potential relative to the share price
C. Stability in market share
D. A growth in company investment

A high dividend yield reflects a company’s ability to generate significant income for its
shareholders, relative to its share price. It is calculated by dividing the annual dividends
paid per share by the current market price per share. When this ratio is high, it indicates
that investors can expect substantial returns in the form of dividends for their
investment, suggesting that the company is returning a larger portion of its profits to
shareholders.  This scenario often points to the company having established a reliable
income stream and can be attractive to income-focused investors who prioritize receiving
regular cash flows from their investments. While it is associated with income potential, it
does not automatically equate to low risk, market stability, or growth—factors which may
also vary independently of dividend yield.
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3. How does a mutual fund perform quarterly?
A. Funds choose to report only annual performance
B. Funds must disclose performance and financial statements
C. Funds only report performance if asked by shareholders
D. Funds do not provide any reports

Mutual funds are required to provide performance and financial statements on a
quarterly basis as part of their regulatory obligations. This transparency is important for
investors, as it allows them to stay informed about the fund's performance, expenses, and
overall financial health. By disclosing performance and financial statements quarterly,
mutual funds help investors make informed decisions regarding their investments. This
requirement also enhances accountability and trust in the mutual fund industry,
ensuring that investors have the information they need to evaluate their investments and
assess the fund manager's ability to meet investment objectives.   The other options do
not reflect the regulatory requirements placed upon mutual funds. Some suggest
infrequent or non-existent reporting, which does not align with the necessary disclosures
that provide investors with the required insights into the fund's financial standing.

4. How would you classify Monica’s risk tolerance based on
her investment experience?
A. Low tolerance for risk
B. Moderate tolerance for risk
C. High tolerance for risk
D. Uncertain risk tolerance

Monica's classification of having a high tolerance for risk is based on several factors
typically associated with investment experience. Individuals with extensive investment
experience usually understand market fluctuations, are familiar with various investment
vehicles, and have a solid grasp of potential risks and rewards. This foundation allows
them to navigate volatile markets comfortably and often leads them to pursue higher-risk
investment strategies that may yield greater returns.  Moreover, an investor's willingness
to engage with risk can also be influenced by their confidence in their ability to make
informed decisions, as well as their past successes in managing risky investments. Those
with high risk tolerance are generally prepared for the possibility of short-term losses in
exchange for long-term gains. This perspective reflects a proactive approach to
investment, wherein the investor recognizes and embraces the inherent uncertainties of
the market.  In contrast, those with low or moderate risk tolerance typically prefer safer
investments that offer more stability and guaranteed returns, while uncertain risk
tolerance highlights a lack of clarity or confidence in assessing personal risk capacity.
Thus, identifying Monica's risk tolerance as high suggests that she is likely to take on
risks in her investment strategy aligned with her experienced background.
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5. What common fee is associated with mutual funds that
affects investor returns?
A. Transaction tax fees
B. Management expense ratio (MER)
C. Inflation adjustment fees
D. Securities regulation fees

The management expense ratio (MER) is a critical fee associated with mutual funds that
impacts investor returns directly. The MER represents the total annual costs of managing
and operating a mutual fund, expressed as a percentage of its total assets. This includes
various expenses such as management fees, administrative fees, and other operational
costs necessary for the fund’s functioning.  When investors purchase mutual fund units,
they are effectively buying into a fund that includes these fees, which are deducted from
the fund's assets and, consequently, reduce the overall returns to investors. A higher
MER means that a larger portion of the fund’s returns is consumed by these expenses,
leaving less for the investor. Therefore, understanding the MER is essential for investors
to assess the true cost of their investment and to gauge how much of their returns they
will actually retain over time.  In contrast, transaction tax fees, inflation adjustment fees,
and securities regulation fees do not generally apply directly to mutual fund investments
in the same manner as the MER does. Transaction tax fees relate to specific trades, while
inflation adjustment fees and securities regulation fees are less directly tied to the
operational costs of the mutual fund itself and do not have the same pervasive impact on
investor returns.

6. What is the correct statement about corporate class funds
when switching funds?
A. Tax benefits are consistent across all funds
B. Switching generates capital gains
C. Switching does not result in deemed disposition
D. Only registered funds allow switches

Corporate class funds are structured in a way that allows for tax efficiency, especially
when investors switch between different funds within the same corporate class. When
switching funds, investors typically do not incur a deemed disposition for tax purposes.
This means that the act of switching does not trigger capital gains taxes that would
ordinarily apply if shares of an investment were sold. As a result, investors can reallocate
their investments without facing immediate tax consequences, which can enhance tax
planning flexibility.  In contrast, choices that suggest uniform tax benefits across all
funds or that switching generates capital gains do not reflect the unique structure and
advantages of corporate class funds. Additionally, while it's true that not only registered
funds allow switches—non-registered funds can also be switched—this is not relevant to
the primary feature of corporate class funds in the context of switching. The focus on
deemed disposition clearly highlights the advantage unique to corporate class funds,
making the statement about it being absent during a switch the correct one.
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7. How does a return of capital affect an investor's net capital
gain?
A. It will decrease the capital gain
B. It will increase the net capital gain
C. It has no effect on capital gains
D. It is subject to taxation

A return of capital impacts an investor's net capital gain by effectively reducing the
adjusted cost base (ACB) of the investment. When an investor receives a return of
capital, it is not considered income but rather a return of their original investment. This
means that the amount of capital that has been returned is subtracted from the ACB,
thereby decreasing the total amount that the investor has invested.  As a result, when the
investor eventually sells the investment, the capital gain is calculated by subtracting the
adjusted cost base (which is now lower due to the return of capital) from the selling
price. This typically leads to a higher capital gain being realized, as the lower ACB
increases the difference between the sale price and the adjusted cost base. Therefore, the
net capital gain increases after accounting for the return of capital, making it important
for investors to track these amounts in order to accurately compute their capital gains
and any potential tax implications.   This understanding is critical as it underscores the
importance of tracking returns of capital for accurate reporting of net capital gains,
which may influence investment decisions and tax planning strategies.

8. What is a "target return fund"?
A. A fund that aims to achieve a specific return
B. A fund that focuses on minimizing risk
C. A fund that exclusively invests in government securities
D. A fund that distributes dividends on a quarterly basis

A target return fund is designed specifically to achieve a predetermined return, which is
set based on the investment objectives of the fund. This type of fund typically uses
various investment strategies and asset allocations to aim for that specific return over a
defined time period. Investors are attracted to target return funds as they provide a clear
understanding of the performance goal, which can aid in planning their investment
strategies accordingly.  In contrast, funds focused on minimizing risk may prioritize
capital preservation over achieving a specific return, which distinguishes them from
target return funds. Funds that exclusively invest in government securities generally
offer lower returns and are characterized by credit risk mitigation rather than targeting
a particular investment return. Lastly, funds that distribute dividends on a quarterly
basis are more concerned with cash flow to investors rather than achieving a specific
target return, as their distribution schedule is based on income generated rather than
the attainment of a return goal.
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9. What is 'float' in the context of mutual funds?
A. It refers to the total assets a fund manages
B. It is the cash raised before investments are made
C. It is the minimum investment amount required
D. It indicates the liquidity of the investment

In the context of mutual funds, 'float' refers specifically to the cash raised from investors
before the fund has made any actual investments. This occurs during the time between
when investors commit their funds and when the mutual fund manager deploys that
capital into securities or other investment opportunities. Essentially, this period allows
the fund to accumulate cash, which is a critical aspect of managing liquidity and
operational efficiency.  At this stage, the cash raised is often held in bank accounts or
short-term investments until it is allocated according to the fund’s investment strategy.
This float can provide the mutual fund with the opportunity to earn interest on the cash
prior to investing it in securities, enhancing the potential returns for investors. 
Understanding this concept is crucial for grasping how mutual funds manage their cash
flow and operational practices. The other choices may relate to mutual funds in various
ways but do not capture the specific meaning of 'float.'

10. Why is performing due diligence critical before investing
in mutual funds?
A. To assess potential tax implications
B. To predict future market trends
C. To evaluate performance, risks, and costs associated with a

fund
D. To find social responsibility ratings

Performing due diligence is critical before investing in mutual funds because it involves
a comprehensive evaluation of various factors that can significantly impact the
investment. This process includes analyzing the performance history of the fund,
understanding the associated risks, and assessing the costs such as management fees
and expense ratios. By thoroughly evaluating these aspects, an investor can make
informed decisions based on their own financial goals, risk tolerance, and overall
investment strategy. This proactive approach helps investors avoid unforeseen pitfalls
and ensures they choose funds that align with their expectations for returns and their
capacity to withstand market fluctuations.   The other options may incorporate important
considerations, like tax implications or social responsibility, but they do not encompass
the broad and detailed analysis of performance, risks, and costs which are essential
elements of due diligence in mutual fund investments.
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