


Copyright © 2026 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 accurate, complete, and timely
information about this product from reliable sources.

Sample study guide, visit https://ncfeseries3.examzify.com
for the full version with hundreds of practice questions 1

SAMPLE



Table of Contents
Copyright 1.................................................................................................................

Table of Contents 2....................................................................................................

Introduction 3.............................................................................................................

How to Use This Guide 4............................................................................................

Questions 5................................................................................................................

Answers 8...................................................................................................................

Explanations 10..........................................................................................................

Next Steps 15.............................................................................................................

Sample study guide, visit https://ncfeseries3.examzify.com
for the full version with hundreds of practice questions 2

SAMPLE



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 of the following is prohibited for commodity pools?
A. Investing in equities.
B. Lending pool assets.
C. Engaging in short selling.
D. Borrowing funds for margin.

2. What distinguishes a cash commodity from a futures contract?
A. A cash commodity involves delivery of the physical commodity during the

delivery period, while a futures contract is an agreement to buy or sell at a future
date.

B. A cash commodity is always cash-settled; a futures contract is physically
delivered.

C. A cash commodity is a derivative; a futures contract is not.
D. A cash commodity is always traded on a regulated exchange; futures are not.

3. FCMs will be jointly punished for the violations made by IBs on their behalf.
Which option best reflects this rule?
A. FCMs are never responsible for IB violations.
B. FCMs will be jointly punished for the violations made by IBs on their behalf.
C. IB violations lead to penalties only for the IB.
D. Disciplinary action applies to members only, not IBs.

4. These rules apply to which type of transactions?
A. Foreign futures and options transactions.
B. Domestic equity trades.
C. Commodity options only.
D. Currency swaps.

5. Which statement best describes liquidity in a market?
A. A market where only a few traders participate.
B. A market that allows quick and efficient entry or exit at a price close to the

last traded price.
C. A market that posts prices only once per day.
D. A market with high transaction costs that discourages rapid trading.
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6. Which spread involves turning a commodity into its byproducts?
A. A calendar spread
B. A reverse spread
C. A crush spread
D. A bull spread

7. Which statement best captures the required customer information and
disclosures?
A. Provide a disclosure of the risks.
B. Obtain customer information.
C. Obtain information on customers and provide a disclosure of the risks.
D. Document customer withholding.

8. Call Option is defined as which of the following?
A. The period at market opening or closing during which futures prices are

established by auction.
B. A contract giving the buyer the right to purchase something within a specified

time period at a specified price.
C. The difference between cash price and futures price.
D. The cost of storing a physical commodity.

9. FDMs are held accountable for activities dealing with which market?
A. Domestic stock market.
B. Foreign currency futures market.
C. Commodities futures index.
D. Interest rate futures.

10. Who must receive and acknowledge a disclosure document when
participating in a commodity pool?
A. The DSRO.
B. The CPO.
C. Prospective pool participant.
D. The auditor.
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Answers
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1. B
2. A
3. B
4. A
5. B
6. C
7. C
8. B
9. B
10. C
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Explanations
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1. Which of the following is prohibited for commodity pools?
A. Investing in equities.
B. Lending pool assets.
C. Engaging in short selling.
D. Borrowing funds for margin.

Lending pool assets is not allowed. A commodity pool is expected to keep its funds available for trading
activities, margin requirements, and the defined investment plan of the pool. Lending the pool’s assets to others
creates counterparty risk, complicates liquidity management, and could lead to misappropriation or difficulty
meeting obligations. The other activities—investing in equities, short selling as part of a futures strategy, and
borrowing for margin—are actions that pools can undertake within their approved investment guidelines and risk
controls, depending on the pool’s stated strategy.

2. What distinguishes a cash commodity from a futures contract?
A. A cash commodity involves delivery of the physical commodity during the

delivery period, while a futures contract is an agreement to buy or sell at a future
date.

B. A cash commodity is always cash-settled; a futures contract is physically
delivered.

C. A cash commodity is a derivative; a futures contract is not.
D. A cash commodity is always traded on a regulated exchange; futures are not.

The main idea is the difference between spot (cash) markets and futures. A cash commodity is bought or sold
for immediate delivery and payment—the physical item is delivered now, and you own the commodity right away.
A futures contract, on the other hand, is a standardized agreement to buy or sell a specific quantity of the
commodity at a set price on a future date. The deal is about future delivery, and many traders close out or settle
financially before that date instead of taking delivery.  So, why this is the best description: it captures the
essence that cash markets involve actual delivery of the physical commodity now, while futures contracts
revolve around a future transaction, not an immediate exchange of the physical product. Some futures can
involve physical delivery at expiration, while others are cash-settled, and that nuance is part of how futures
operate.

3. FCMs will be jointly punished for the violations made by IBs on their behalf.
Which option best reflects this rule?
A. FCMs are never responsible for IB violations.
B. FCMs will be jointly punished for the violations made by IBs on their behalf.
C. IB violations lead to penalties only for the IB.
D. Disciplinary action applies to members only, not IBs.

The idea being tested is that when an IB acts on behalf of an FCM, the FCM bears responsibility for supervising
that IB and ensuring rule compliance. If the IB commits a violation, the FCM can be jointly punished because it
authorized or enabled the IB to operate under its umbrella and failed to maintain adequate supervisory controls.
This shared liability helps protect customers and maintain market integrity by ensuring the entity that employs
the IB is accountable for the IB’s actions.  So, the statement that FCMs will be jointly punished for violations by
IBs on their behalf is the best reflection of how accountability is structured in this framework. It’s not about
ignoring FCM responsibility, nor about penalties applying only to the IB or to members alone.
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4. These rules apply to which type of transactions?
A. Foreign futures and options transactions.
B. Domestic equity trades.
C. Commodity options only.
D. Currency swaps.

The rules described are about foreign futures and options transactions. These instruments—futures contracts
and options on futures that are traded on foreign markets—fall under regulatory oversight by the CFTC and NFA,
with rules tailored specifically to futures and options on futures regardless of where the market is located. That’s
why this option fits best.  Domestic equity trades follow securities regulations (SEC/FINRA) rather than futures
rules. Currency swaps are governed by swap regulations and have a different framework than futures and
options. Commodity options could be regulated as part of commodities, but the wording points to foreign futures
and options specifically.

5. Which statement best describes liquidity in a market?
A. A market where only a few traders participate.
B. A market that allows quick and efficient entry or exit at a price close to the

last traded price.
C. A market that posts prices only once per day.
D. A market with high transaction costs that discourages rapid trading.

Liquidity is about how easily you can buy or sell a security without moving its price much. In a liquid market, you
can enter or exit quickly and at a price close to the last traded price, with only a small price impact and a tight
bid-ask spread. That makes the statement describing quick and efficient entry or exit at a price near the last
traded price the best description. If only a few traders participate, the market becomes illiquid because there
isn’t enough depth to absorb trades without changing the price. If prices are posted only once per day, execution
is slow and uncertain, which isn’t a feature of liquidity. High transaction costs deter trading and reduce turnover,
also lowering liquidity. In short, liquidity means trades can be executed smoothly and near current prices.

6. Which spread involves turning a commodity into its byproducts?
A. A calendar spread
B. A reverse spread
C. A crush spread
D. A bull spread

Crush spread is about the processing margin you get when turning a raw commodity into its byproducts, such as
crushing soybeans into meal and oil. In futures terms, it compares the price of the input (the beans) with the
prices of the outputs (meal and oil). Processors use this spread to hedge how profitable crushing will be—the
margin between what the beans cost and what the byproducts can be sold for. The other spreads describe
different relationships (delivery months, price curves, or an options strategy) and don’t capture the idea of
turning a commodity into its byproducts.
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7. Which statement best captures the required customer information and
disclosures?
A. Provide a disclosure of the risks.
B. Obtain customer information.
C. Obtain information on customers and provide a disclosure of the risks.
D. Document customer withholding.

The key requirement is to both learn about the client and inform them of the risks involved. In practice, this
means gathering information about the customer—such as financial situation, investment objectives, and
experience—so the firm can assess suitability, and at the same time delivering a clear disclosure of the risks
associated with trading, especially in leveraged markets like futures. Together, these steps ensure the client is
informed and the firm can determine appropriate recommendations.  That’s why the combined approach is the
best match: it covers both building an informed profile of the customer and making sure they understand the
potential downsides before proceeding. Providing only disclosures or only information would leave gaps in either
awareness or suitability, and focusing on withholding doesn’t reflect the standard requirements for account
opening and risk communication.

8. Call Option is defined as which of the following?
A. The period at market opening or closing during which futures prices are

established by auction.
B. A contract giving the buyer the right to purchase something within a specified

time period at a specified price.
C. The difference between cash price and futures price.
D. The cost of storing a physical commodity.

A call option is a contract that gives the holder the right, but not the obligation, to buy an underlying asset within
a specific time frame at a predetermined price. The essential ideas are the right to purchase, the expiration
period, and the strike (specified) price. If the market price rises above the strike, exercising the option can be
profitable; if not, the option may simply expire, with the premium paid to acquire it as the loss. The other
statements describe a market mechanism, the basis between cash and futures, or storage costs, none of which
define a call option.

9. FDMs are held accountable for activities dealing with which market?
A. Domestic stock market.
B. Foreign currency futures market.
C. Commodities futures index.
D. Interest rate futures.

Futures Dealing Members (FDMs) are the entities responsible for supervising and handling customer activity in
futures markets. The key idea here is that FDMs are specifically linked to activities in the foreign currency
futures market because currency futures involve cross-border trading, settlement in different currencies, and
heightened currency-risk considerations that require dedicated regulatory oversight. This makes their
accountability particularly focused on foreign currency futures, where compliance with exchange rules, margin
handling, and reporting obligations is crucial to manage the additional risks involved.   While other futures
markets exist—such as those tied to domestic equity futures, commodity futures indices, or interest rate
futures—the responsibilities of FDMs are not limited to those areas in the same way; the foreign currency futures
market is the context in which their oversight role is most emphasized.
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10. Who must receive and acknowledge a disclosure document when
participating in a commodity pool?
A. The DSRO.
B. The CPO.
C. Prospective pool participant.
D. The auditor.

Before someone joins a commodity pool, they must be informed about what they’re getting into. A disclosure
document lays out the pool’s strategy, fees, risks, and the roles of the operators, and it must be provided to the
person considering participation. That prospective pool participant is required to receive the document and
acknowledge that they’ve read and understood it, ensuring they understand the terms and risks before investing.
The DSRO or an auditor aren’t the ones who need to receive and acknowledge this document in this context; the
obligation targets the person contemplating participation, typically facilitated by the CPO.
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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://ncfeseries3.examzify.com

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