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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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Questions
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1. Which ratio measures the profitability of a company relative to its sales?
A. Net Profit Ratio
B. Gross Profit Margin Ratio
C. Current Yield on Bonds
D. Return on Equity

2. Which management style reflects the belief that the market is efficient and
focuses on long-term investments?
A. Active portfolio management
B. Market timing
C. Passive portfolio management
D. Strategic asset allocation

3. Which type of fund requires investors to hold investments for a specific
period to qualify for guarantees?
A. Exchange-Traded Funds (ETFs)
B. Segregated fund
C. Open end mutual fund
D. Money market fund

4. Which term describes cash and other assets expected to be exchanged for
cash or consumed within a year?
A. Current liabilities
B. Current assets
C. Fixed assets
D. Intangible assets

5. What type of preferred share does not have a maturity date?
A. Convertible preferred shares
B. Redeemable preferred shares
C. Perpetual preferred shares
D. Callable preferred shares
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6. What is the primary function of a mutual fund custodian?
A. To invest the fund's money actively
B. To provide financial advice to the fund manager
C. To reserve and hold the fund's money from all sources
D. To market the fund to potential investors

7. What type of financial product typically has death benefits along with an
investment component?
A. Endowment fund
B. Segregated fund
C. Index fund
D. Private equity

8. How are Canada Bonds generally characterized in terms of return?
A. High risk, high return
B. Moderate risk, moderate return
C. Low risk, low return
D. Variable risk, variable return

9. At what point can employees access funds in a locked-in RRSP?
A. At any age after termination
B. Only after reaching retirement age
C. When the account balance exceeds a certain amount
D. Only upon permanent disability

10. What characterizes a Registered Retirement Income Fund (RRIF)?
A. It allows immediate access to funds
B. It’s a retirement plan limited to individuals who have changed jobs
C. Employees can access funds at any time regardless of age
D. It incurs penalties for early withdrawals
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Answers
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1. B
2. C
3. B
4. B
5. C
6. C
7. B
8. C
9. B
10. A
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Explanations
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1. Which ratio measures the profitability of a company relative to its sales?
A. Net Profit Ratio
B. Gross Profit Margin Ratio
C. Current Yield on Bonds
D. Return on Equity

The gross profit margin ratio is a key indicator of a company's profitability in relation to its sales. It reflects the
portion of sales revenue that exceeds the cost of goods sold, illustrating how efficiently a company is producing
and selling its products. This ratio is calculated by subtracting the cost of goods sold from total sales revenue
and then dividing that figure by the total sales revenue. The resulting percentage indicates how much profit a
company makes for each dollar of sales before accounting for other expenses such as operating costs, taxes,
and interest.  A higher gross profit margin suggests that a company has a solid pricing strategy or effective cost
control, indicating better profitability from its core activities. Hence, this ratio is particularly useful for analyzing
the efficiency of production and sales operations in a company.   The other options focus on different aspects of
financial performance and profitability. For instance, the net profit ratio evaluates overall profitability after all
expenses are deducted, while the current yield on bonds pertains specifically to bond investment returns. Return
on equity measures a company's ability to generate profit from its shareholders' equity, but it does not directly
assess profitability relative to sales.

2. Which management style reflects the belief that the market is efficient and
focuses on long-term investments?
A. Active portfolio management
B. Market timing
C. Passive portfolio management
D. Strategic asset allocation

The belief that the market is efficient is central to the concept of passive portfolio management. This
management style operates under the assumption that all available information is already reflected in asset
prices, meaning that it is challenging to consistently achieve higher returns than the market average through
active trading or stock selection.  Passive portfolio management focuses on long-term investments by
constructing a portfolio that aims to replicate the performance of a specific market index. This approach
minimizes trading costs and capitalizes on the overall market growth over time, rather than attempting to time
the market or select individual stocks.   Investors adopting a passive strategy typically invest in broad-based
index funds, which offer diversification and lower management fees compared to active funds. By remaining
invested for the long term, passive management seeks to take advantage of compounding returns and the
general upward trend of the market, which aligns well with the belief in market efficiency.   In contrast, active
portfolio management seeks to outperform the market through frequent buying and selling, while market timing
involves making investment decisions based on predictions of future market movements. Strategic asset
allocation focuses on maintaining a balanced investment approach that can include both active and passive
strategies but does not singularly embody the belief in market efficiency like passive management does.
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3. Which type of fund requires investors to hold investments for a specific
period to qualify for guarantees?
A. Exchange-Traded Funds (ETFs)
B. Segregated fund
C. Open end mutual fund
D. Money market fund

The option that requires investors to hold investments for a specific period to qualify for guarantees is the
segregated fund. Segregated funds are a type of investment fund offered by insurance companies, and they
come with certain guarantees, such as a minimum redemption value after a specified period, often referred to as
a maturity guarantee. This means that if the investor holds the fund until the specified maturity date, they are
assured that they will receive at least a certain percentage of their investment back, regardless of market
conditions at that time.  This unique feature encourages long-term investment and provides a level of security to
investors, particularly during market volatility. Additionally, segregated funds may also offer death benefits,
which allows the investor’s beneficiaries to receive a guaranteed amount upon the investor's death, as long as
the conditions of the fund are met.  In contrast, other types of funds, such as exchange-traded funds, open-end
mutual funds, and money market funds, do not come with such hold requirements or guarantees. They can be
bought or sold on a more flexible basis, which does not necessitate holding investments for a predetermined
time to access guarantees.

4. Which term describes cash and other assets expected to be exchanged for
cash or consumed within a year?
A. Current liabilities
B. Current assets
C. Fixed assets
D. Intangible assets

The term that describes cash and other assets expected to be exchanged for cash or consumed within a year is
"current assets." Current assets are a vital component of a company's balance sheet, representing the resources
that are expected to be converted to cash or used up within one operating cycle, typically a year. This category
includes not only cash but also accounts receivable, inventory, and other short-term investments that can easily
be liquidated.  Understanding current assets is crucial for evaluating a company's liquidity position, as they
directly reflect the firm's ability to meet its short-term obligations and fund its operating needs. By tracking
current assets, investors and stakeholders can assess the financial health and operational efficiency of a
business, making it an essential focus for financial analysis.
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5. What type of preferred share does not have a maturity date?
A. Convertible preferred shares
B. Redeemable preferred shares
C. Perpetual preferred shares
D. Callable preferred shares

Perpetual preferred shares are distinctive because they do not have a maturity date, which means they can
potentially exist indefinitely. Investors who purchase these shares receive regular dividend payments, but they
do not have the right to have their shares redeemed at a specific time. This characteristic makes them appealing
for income-oriented investors who seek a consistent stream of dividends without an endpoint.  In contrast,
convertible preferred shares allow investors to convert their preferred shares into a specified number of common
shares at certain times, providing an option linked to the stock's performance. Redeemable preferred shares can
be bought back by the issuer at a set price after a certain date, meaning they have a defined lifespan and are not
held indefinitely. Callable preferred shares give the issuer the right to redeem the shares after a predetermined
period, which also introduces a maturity aspect. These different features help investors assess their risk
tolerance and investment goals when choosing among various types of preferred shares.

6. What is the primary function of a mutual fund custodian?
A. To invest the fund's money actively
B. To provide financial advice to the fund manager
C. To reserve and hold the fund's money from all sources
D. To market the fund to potential investors

The primary function of a mutual fund custodian is to reserve and hold the fund's money from all sources. This
role is crucial in the financial industry as custodians are responsible for the safekeeping of the mutual fund's
assets, including cash, securities, and other investment instruments. They ensure that these assets are
protected, maintained, and properly accounted for. Additionally, custodians perform important administrative
functions, such as settling trades, collecting dividends and interest payments, and providing reporting to the
fund manager and regulators. By securely safeguarding the assets, custodians help to avoid issues such as
fraud or misappropriation, thereby supporting the integrity of the mutual fund's operations.   In contrast, the
other options outline roles that are not typically associated with custodians. Investing the fund's money actively
falls under the purview of the fund manager, who decides on the investment strategy and manages asset
allocation. Providing financial advice is also a function carried out by financial advisors or portfolio managers,
rather than custodians. Lastly, marketing the fund to potential investors is a task usually undertaken by the
fund's marketing team, as custodians focus primarily on asset safety and operational integrity, not on
promotional activities.
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7. What type of financial product typically has death benefits along with an
investment component?
A. Endowment fund
B. Segregated fund
C. Index fund
D. Private equity

Segregated funds are a type of financial product that combines investment opportunities with insurance
features, including death benefits. When an individual invests in a segregated fund, they not only benefit from
the potential growth of the investments held within the fund, similar to mutual funds, but they also receive a
guarantee on the principal investment (under certain conditions) and a payout to beneficiaries upon death. This
aspect makes them appealing for individuals looking for both investment returns and a safety net for their loved
ones.  The presence of insurance benefits, like the death benefit, provides an added layer of security, as it
ensures that the original investment amount or a predetermined percentage of it is transferred to the
beneficiaries in the event of the investor's death, regardless of market conditions at that time. This feature
distinguishes segregated funds from purely investment vehicles, like index funds or private equity, which do not
offer death benefits. Moreover, while endowment funds are linked more to savings and maturity payouts, they do
not commonly include market-linked investments in the same manner as segregated funds.

8. How are Canada Bonds generally characterized in terms of return?
A. High risk, high return
B. Moderate risk, moderate return
C. Low risk, low return
D. Variable risk, variable return

Canada Bonds, commonly referred to as government bonds issued by the Government of Canada, are generally
characterized by their low risk and low return profile. This characterization stems from several factors, including
the stability and reliability of the Canadian government as a borrower. As government-backed securities, these
bonds are considered very safe investments, meaning they have a low likelihood of default.  Due to their secure
nature, the returns on Canada Bonds are typically lower in comparison to riskier investment options, such as
corporate bonds or equities. These lower returns reflect the lower risk investors assume when they choose to
invest in such securities. The predictability and stability of cash flows derived from the interest payments also
add to their attractiveness for conservative investors seeking capital preservation rather than aggressive growth.
This understanding is crucial for investors when assessing their portfolios and aligning their investments with
their risk tolerance and return expectations. It emphasizes the fundamental principle that higher returns usually
come with higher risk, while safer investments like Canada Bonds offer protection but at the cost of lower
potential returns.
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9. At what point can employees access funds in a locked-in RRSP?
A. At any age after termination
B. Only after reaching retirement age
C. When the account balance exceeds a certain amount
D. Only upon permanent disability

The correct understanding of a locked-in RRSP involves recognizing that it is specifically designed to ensure
that funds are preserved for retirement. Employees are generally unable to access these funds until they reach
retirement age, as the primary purpose of a locked-in RRSP is to prevent premature withdrawal and to secure the
funds for retirement income.  Locked-in RRSPs arise from pension plans and are subject to strict regulations
which dictate when and how the funds can be accessed. Typically, individuals can begin to withdraw from their
locked-in RRSPs once they reach the specified retirement age, usually 55 or older, depending on the applicable
legislation. This ensures that the savings are utilized for their intended purpose, providing financial security in
retirement.  In contrast, accessing the funds at any age after termination or upon permanent disability may have
different stipulations or exceptions but does not align with the primary rule regarding locked-in RRSPs. The
same applies to account balances exceeding a certain amount; while larger balances may provide more options
for investment or management, they do not alter the fundamental restrictions placed on withdrawals from
locked-in accounts.

10. What characterizes a Registered Retirement Income Fund (RRIF)?
A. It allows immediate access to funds
B. It’s a retirement plan limited to individuals who have changed jobs
C. Employees can access funds at any time regardless of age
D. It incurs penalties for early withdrawals

A Registered Retirement Income Fund (RRIF) is primarily designed to convert savings accumulated in a
Registered Retirement Savings Plan (RRSP) into regular retirement income. One characteristic of a RRIF is that it
allows individuals to have immediate access to their funds, though there are specific guidelines for withdrawal
amounts set annually.  Upon establishing a RRIF, the individual can withdraw funds whenever they choose,
which makes immediate access a significant feature of this type of account. However, there are minimum
withdrawal amounts that must be taken each year based on the individual's age. This flexibility in accessing
funds can provide retirees with the income they need while still affording them some control over how much they
withdraw.  Additional considerations include how penalties for early withdrawals and limits on access at certain
ages do not apply to RRIFs in the same manner they might for other retirement accounts. Therefore, the ability to
access funds immediately distinguishes a RRIF as an effective tool for managing retirement income.
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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://investmentfundsific.examzify.com

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