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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 product is most exposed to inflationary risk?
A. Treasury bonds
B. Corporate stocks
C. Municipal bonds
D. Commodities

2. Which of the following actions violates FINRA rules regarding selling away?
A. Transferring client funds between accounts
B. Engaging in private securities transactions without written prior consent of

the employing BD
C. Discussing generic investment strategies with a client
D. Attending a financial seminar as a guest speaker

3. Which type of risk is inherent in a portfolio consisting of specific company
stocks and an exchange-traded fund tracking the S&P 500?
A. Systematic
B. Nonsystematic
C. Liquidity
D. Market

4. Which best describes the relationship between Federal and State securities
laws?
A. Federal Securities Laws supersede State securities laws
B. State laws are more important than Federal laws
C. Federal and State laws are always in direct conflict
D. They are completely unrelated

5. Who has the highest priority claim in a Chapter 11 bankruptcy proceeding?
A. Unsecured creditors
B. Stockholders
C. Secured debt holders
D. Government tax claims
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6. Which of the following is least affected by interest rate rises?
A. Bonds
B. T-bills
C. Corporate stocks
D. Mortgage-backed securities

7. Which of the following are required disclosures of a margin agreement
before trading can be initiated?
A. Risk Disclosure Statement
B. Credit Agreement
C. Rights and obligations
D. A & B

8. The sensitivity of a debt portfolio to changes in interest rates is measured
by:
A. volatility
B. duration
C. liquidity
D. credit risk

9. What would be the easiest way for Mikey to invest in a new Swedish
company?
A. Direct investment in the Stockholm Stock Exchange
B. Purchase through an international broker
C. ADRs
D. Mutual Funds containing international stocks

10. The computation of dollar prices and accrued interest on corporate bonds
is normally on what calendar basis?
A. Actual/365
B. 30/360
C. Actual/Actual
D. 360/365

Sample study guide, visit https://sie.examzify.com
for the full version with hundreds of practice questions 7

SAMPLE



Answers
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1. D
2. B
3. B
4. A
5. C
6. B
7. D
8. B
9. C
10. B
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Explanations
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1. Which product is most exposed to inflationary risk?
A. Treasury bonds
B. Corporate stocks
C. Municipal bonds
D. Commodities

While Treasury bonds are often regarded as low-risk investments backed by the government, they carry
significant exposure to inflationary risk. When inflation rises, the purchasing power of the fixed interest
payments from Treasury bonds diminishes. Therefore, if inflation exceeds the bond's interest rate, investors
effectively lose money in real terms.  In periods of high inflation, the fixed income from Treasury bonds does not
increase, while the cost of goods and services rises, reducing the overall value of the interest payments received.
This makes Treasury bonds particularly vulnerable when inflation expectations are high.  Other choices, like
corporate stocks, municipal bonds, and commodities, react differently to inflation. For example, stocks may
adjust and potentially increase in value as companies raise prices to keep up with inflation, while commodities
often gain value during inflationary periods. Municipal bonds may also be somewhat insulated from inflation
risk, particularly if they are tied to variable interest rates or inflation-indexed rates. Therefore, Treasury bonds
stand out for their direct exposure to inflationary risks, making them the most affected by changes in inflation
rates.

2. Which of the following actions violates FINRA rules regarding selling away?
A. Transferring client funds between accounts
B. Engaging in private securities transactions without written prior consent of

the employing BD
C. Discussing generic investment strategies with a client
D. Attending a financial seminar as a guest speaker

Selling away refers to the practice of a broker or financial advisor engaging in private securities transactions
without the knowledge or approval of their employing firm. This is a violation of FINRA rules as it can expose
clients to potential risks and conflicts of interest. Option A, transferring client funds between accounts, may be a
violation of other regulatory rules but it is not considered selling away. Option C, discussing generic investment
strategies, is a routine part of a financial advisor's job and is not considered selling away as long as the
strategies are approved by the broker-dealer. Option D, attending a financial seminar as a guest speaker, also
does not violate FINRA rules unless the speaker is promoting private securities transactions. Only option B,
engaging in private securities transactions without written prior consent of the employing BD, directly violates
FINRA rules regarding selling away.
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3. Which type of risk is inherent in a portfolio consisting of specific company
stocks and an exchange-traded fund tracking the S&P 500?
A. Systematic
B. Nonsystematic
C. Liquidity
D. Market

A portfolio consisting of specific company stocks and an exchange-traded fund tracking the S&P 500 would
likely have a mix of systematic and nonsystematic risk. Systematic risk refers to risks that affect the entire
market, such as economic or political factors, and cannot be diversified away. Nonsystematic risk, on the other
hand, refers to risks that are specific to a particular company or sector, and can be minimized through
diversification. Therefore, while some level of systematic risk may still exist in this portfolio, the majority of risk
would likely be nonsystematic.  Option A is incorrect because systematic risk would only be one component of
the portfolio's overall risk, not the sole type of risk. Option C (liquidity) and Option D (market) are also incorrect
because they do not accurately represent the type of risk in question. The liquidity of the portfolio's assets and
the state of the overall market may contribute to risk, but they do not define the primary type of risk inherent in
this particular portfolio.

4. Which best describes the relationship between Federal and State securities
laws?
A. Federal Securities Laws supersede State securities laws
B. State laws are more important than Federal laws
C. Federal and State laws are always in direct conflict
D. They are completely unrelated

State securities laws regulate securities transactions within its own state, while Federal securities laws regulate
securities transactions nationally. If there is a conflict between the two, Federal laws will take precedence over
state laws. This is because the US Constitution's Supremacy Clause gives federal laws authority over state laws
in matters of interstate commerce such as securities transactions. Therefore, option A is the best description of
the relationship between Federal and State securities laws. The other options, B, C, and D, are not accurate as
they do not reflect the hierarchy of authority between Federal and State laws.

5. Who has the highest priority claim in a Chapter 11 bankruptcy proceeding?
A. Unsecured creditors
B. Stockholders
C. Secured debt holders
D. Government tax claims

Secured debt holders have the highest priority claim in a Chapter 11 bankruptcy proceeding because they have a
lien on the debtor's property that serves as collateral for their loan. This means that if the debtor cannot pay
back the loan, the secured debt holders have the right to take possession of the collateral and sell it to recover
their loan amount. In comparison, unsecured creditors, stockholders, and government tax claims do not have a
specific asset to claim in the event of bankruptcy, making their claims less secure and therefore lower in priority.
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6. Which of the following is least affected by interest rate rises?
A. Bonds
B. T-bills
C. Corporate stocks
D. Mortgage-backed securities

T-bills are short-term debt instruments issued by the government, meaning their maturity or time until they are
paid back is usually less than one year. They are issued at a discount and mature at face value, making them
relatively unaffected by interest rate rises.   A Bonds, on the other hand, are long-term debt instruments with
fixed interest rates. When interest rates rise, the value of existing bonds decreases, making them significantly
affected by interest rate changes.   C: Corporate stocks are equity investments in companies and are not directly
impacted by interest rate changes in the short term. However, fluctuations in interest rates can affect the overall
economy and ultimately impact stock prices.   D: Mortgage-backed securities represent a pool of mortgages
bundled together and sold to investors. As interest rates rise, the cost of borrowing also increases, making it
more expensive for individuals to take out mortgages. This can lead to a decrease in demand for
mortgage-backed securities, making them affected by interest rate rises.   Overall, T-bills are least affected by
interest rate rises as they have shorter maturities and their interest rates are already determined when they are
issued.

7. Which of the following are required disclosures of a margin agreement
before trading can be initiated?
A. Risk Disclosure Statement
B. Credit Agreement
C. Rights and obligations
D. A & B

Before trading can be initiated, a broker-dealer must provide a customer with the Risk Disclosure Statement and
the Credit Agreement as required disclosures of a margin agreement. Option C, rights and obligations, is not a
required disclosure, as it only outlines what the customer's rights and obligations are when engaging in margin
trading. Option A, the Risk Disclosure Statement, and Option B, the Credit Agreement, are both necessary to
outline the risks and terms of the margin agreement before the customer can begin trading. Therefore, the
correct answer is D, both Option A and Option B.

8. The sensitivity of a debt portfolio to changes in interest rates is measured
by:
A. volatility
B. duration
C. liquidity
D. credit risk

Duration is the correct measure of sensitivity of a debt portfolio to changes in interest rates because it measures
the weighted average time to receive the cash flows from the underlying debt securities. This means that it takes
into consideration not only the size of the interest rate changes but also the timing of the cash flows. Options A,
C, and D are incorrect because they do not specifically measure interest rate sensitivity. Volatility (option A)
measures the degree of fluctuation of the portfolio's return, while liquidity (option C) measures the ease with
which the portfolio can be bought or sold. Credit risk (option D) measures the risk of default on the underlying
debt securities. While these factors may indirectly affect the sensitivity of a debt portfolio to interest rate
changes, they are not specific measures of interest rate sensitivity. Therefore, option B, duration, is the most
accurate and relevant measure for this purpose.
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9. What would be the easiest way for Mikey to invest in a new Swedish
company?
A. Direct investment in the Stockholm Stock Exchange
B. Purchase through an international broker
C. ADRs
D. Mutual Funds containing international stocks

Purchasing American Depositary Receipts (ADRs) would be the easiest way for Mikey to invest in a new Swedish
company. Direct investment in the Stockholm Stock Exchange would require knowledge of the foreign market
and may involve additional fees. Purchasing through an international broker would also involve additional fees
and may be more complex compared to ADRs. Finally, mutual funds containing international stocks have a
diversified portfolio and may not solely focus on investing in the specific new Swedish company that Mikey is
interested in. ADRs would offer a simpler and more direct route for Mikey to invest in the new Swedish company.

10. The computation of dollar prices and accrued interest on corporate bonds
is normally on what calendar basis?
A. Actual/365
B. 30/360
C. Actual/Actual
D. 360/365

Corporate bonds are typically calculated on a 30/360 basis, meaning that a year is considered to have 360 days
with each month having 30 days. This method is used for convenience and ease of calculation.   Option A,
Actual/365, means that the actual number of days in a year is used for the calculation of interest, which is not
the standard practice for corporate bonds.   Option C, Actual/Actual, means that the actual number of days in
both the numerator and denominator of the fraction is used, which is not commonly used for corporate bonds.  
Option D, 360/365, also does not follow the standard practice for corporate bonds as it assumes that there are
360 days in a year, but uses the actual number of days in the denominator for the calculation of interest.  
Overall, the 30/360 basis is the most commonly used for the calculation of dollar prices and accrued interest on
corporate bonds.
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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://sie.examzify.com

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