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QUESTION: 1
All of the following are true concerning the Yield-to-Maturity (YTM) of a bond EXCEPT:

A. It is sometimes known as the dollar-weighted return
B. YTM assumes that the investor reinvests all coupons received from a bond at a rate
equal to the computed YTM
C. YTM is the promised rate of return an investor will receive from a bond at the current
market price if held to maturity
D. The premium or discount on the bond is not an important factor in the calculation of
YTM

Answer: D
Explanation:
YTM is the promised rate of return an investor will receive from a bond at the current
market price if held to maturity. YTM takes into account the amount of the premium or
discount (if any) and the time value of the investment. To calculate the YTM you must
know the present value of the bond, future value, time to maturity, and the coupon rate.
YTM is similar to the internal rate of return (IRR) it is also called dollar- weighted return

QUESTION: 2
An investor that holds a corporate bond until maturity will be exposed to all of the
following risks EXCEPT:

A. Interest rate risk
B. Credit risk
C. Inflationary Risk
D. Call risk

Answer: A
Explanation:
At maturity date, it makes neither difference what the bonds coupon is nor its relationship to
current interest rates. The bond always pays off at par. Inflation, credit risk, and call risk are
all risks associated with buying corporate bonds

QUESTION: 3
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You invest $1,000 in a mutual fund for two years. The mutual fund earned 25% in the first
year and lost 10% in the second year. How much is your mutual fund worth at the end of
the second year?

A. $1,125
B. $1,150
C. $1,375
D. $1,250

Answer: A
Explanation:
If you invest $1,000 and earn 25% you will now have $1,250 at the end of the first year
($1,000 times (1+0.25)=$1,250). Now you have $1,250 and earn –10% in the second year,
so you are now left with $1,125 at the end of the second year ($1,250 times (1.10)=$1,125)

QUESTION: 4
Investing in mutual funds is a common way for investors to obtain diversification in an
effort to reduce what type of risk?

A. Purchasing power risk
B. Interest rate risk
C. Reinvestment rate risk
D. Business risk

Answer: D
Explanation:
Unsystematic risk is known as business or diversifiable risk. The other three risks listed are
systematic or non-diversifiable risks.

QUESTION: 5
Which of the following pertaining to beta are correct?
I. A stock with a beta of 1 are expected to move exactly with the market
II. Stocks with high positive betas greater than 1 have volatile earnings
III. Stocks with betas less than 1 have greater risk than the market
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IV. A negative beta indicates the stock moves in the same direction as the market

A. I and III only
B. I, II, and III
C. II and IV only
D. I and II only

Answer: D
Explanation:
Beta is a measure of the volatility of a particular security’s rate of return or price relative to
the volatility of the market as a whole. The market as a whole has a beta of 1.0. A beta of
less than 1 indicates that the stock’s return fluctuates less than the market as a whole. A
beta greater than 1 indicates that the stock’s return fluctuates more than the market as a
whole. A portfolio with a negative beta of (-1) indicates that the stock moves exactly
opposite to that of the market

QUESTION: 6
Which of the following statements about inflation is correct?

A. The Producer Price Index (PPI) is the leading indicator of inflation trends
B. Inflation is often caused by a reduction in the supply of money
C. The Consumer Price Index (CPI) is the leading indicator of inflation trends
D. The Federal Reserve Board tries to control inflation by lowering interest rates

Answer: A
Explanation:
The Consumer Price Index (CPI) is a measure of the change in consumer prices of goods
and services. The Producer Price Index (PPI) is a measure of the change in wholesale
prices. The leading indicator of inflation trends is the PPI, as this cost rises- they are
“passed on” to consumers and reflected in the CPI. If the Federal Reserve Board wanted to
control inflation they would raise interest rates. Deflation is caused by a reduction in the
supply of money.

QUESTION: 7
The Inflation-Adjusted Return (Real Rate of Return) is best described as which of the
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following:

A. The current interest rate less the inflation rate
B. Inflation rate plus the annual return of the underlying investment
C. The difference between the inflation rate and the current T-bill rate
D. The monthly CPI figure adjusted to reflect an annual return

Answer: A
Explanation:
The inflation-adjusted return is simply the current interest rate less the inflation rate. If the
expected return of an investment is less than the inflation rate is would not be a favorable
investment.

QUESTION: 8
Which of the following are true statements concerning Gross Domestic Product (GDP)?
I. The foreign efforts of domestic companies are included in GDP
II. GDP is always quoted in constant terms
III. Personal consumption expenditures are not a part of GDP
IV. Government expenditures are included in GDP

A. II and IV only
B. I and II only
C. I and IV only
D. II and III only

Answer: A
Explanation:
The Gross Domestic Product (GDP) attempts to measure the total production of goods and
services within the economy. GDP only measures domestic production, whereas; Gross
National Product (GNP) also includes foreign efforts of domestic companies. GDP consists
of personal consumption expenditures, non-residential investment, residential investment,
and government expenditures. GDP is always quoted in constant dollars

QUESTION: 9
Which of the following tools are used by the Federal Reserve to control the money supply?

5

http://www.hotcerts.com

Pass4sure $89 Lifetime Membership Features;
-

Pass4sure $89 Lifetime Membership includes Over 2100 Exams in One Price.
All Pass4sure Questions and Answers are included in $89 package.
All Pass4sure audio exams are included free in $89 package (See List).
All Pass4sure study guides are included free in $89 package (See List).
Lifetime login access, no hidden fee, no login expiry.
Free updates for Lifetime.
Free Download Access to All new exams added in future.
Accurate answers with explanations (If applicable).
Verified answers researched by industry experts.
Study Material updated on regular basis.
Questions, Answers and Study Guides are downloadable in PDF format.
Audio Exams are downloadable in MP3 format.
No authorization code required to open exam.
Portable anywhere.
100% success Guarantee.
Fast, helpful support 24x7.

View list of All exams (Q&A) provided in $89 membership;
http://www.ipass4sure.com/allexams.asp
View list of All Study Guides (SG) provided FREE for members;
http://www.ipass4sure.com/study-guides.asp
View list of All Audio Exams (AE) provided FREE for members;
http://www.ipass4sure.com/audio-exams.asp
Download All Exams Sample QAs.
http://www.ipass4sure.com/samples.asp
To purchase $89 Lifetime Full Access Membership click here (One time fee)
https://www.regnow.com/softsell/nph-softsell.cgi?item=30820-3
3COM
CompTIA
Filemaker
ADOBE
ComputerAssociates Fortinet
APC
CWNP
Foundry
Apple
DELL
Fujitsu
BEA
ECCouncil
GuidanceSoftware
BICSI
EMC
HDI
CheckPoint Enterasys
Hitachi
Cisco
ExamExpress
HP
Citrix
Exin
Huawei
CIW
ExtremeNetworks
Hyperion
and many others.. See complete list Here

IBM
IISFA
Intel
ISACA
ISC2
ISEB
ISM
Juniper
Legato
Lotus

LPI
McAfee
McData
Microsoft
Mile2
NetworkAppliance
Network-General
Nokia
Nortel
Novell

OMG
Oracle
PMI
Polycom
RedHat
Sair
SASInstitute
SCP
See-Beyond
SNIA

Sun
Sybase
Symantec
TeraData
TIA
Tibco
TruSecure
Veritas
Vmware

