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QUESTION 1

Under which of the following conditions are homeowners most likely to refinance existing mortgages? 

A. when interest rates rise 

B. when interest rates fall 

C. when interest rates are stable 

D. when the yield curve is inverted 

Correct Answer: B 

when interest rates fall. Homeowners are most likely to refinance when rates are lower than the past. 

 

QUESTION 2

Convertible bonds have all of the following features except: 

A. an ability to protect a short position on the stock into which they are convertible 

B. permissibility for use as collateral 

C. a normally higher yield than non-convertible bonds of the same issuer 

D. fluctuations influenced by changes in the price of the underlying common stock 

Correct Answer: C 

a normally higher yield than non-convertible bonds of the same issuer. Remember that the question says "except" for
this feature. Convertible bonds normally do NOT have a higher yield than non-convertible bonds of the same issuer.
Convertibles usually have a lower yield than non -convertible sisters. 

 

QUESTION 3

Under Regulation T, when must money be deposited to cover requirements for Bubba\\'s new purchases on margin? 

A. no later than the fifth business day after the trades 

B. no later than the seventh business day after the trades 

C. on the day of the trades 

D. on the next business day following the trades 

Correct Answer: A 

no later than the fifth business day after the trades. Bubba should pay up no later than the fifth business day. 
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QUESTION 4

Which of the following are direct obligations of the US government? 

A. Import-Export bank bonds 

B. Series EE bonds 

C. Farm Credit System bonds 

D. both B and C 

Correct Answer: B 

Series EE bonds. Import-Export bank bonds and Farm Credit System bonds are not direct obligations of the United
States. 

 

QUESTION 5

The definition of debentures is: 

A. a loan secured by real estate 

B. collateralized securities 

C. a worthless security 

D. securities backed by the general credit of the issuers but no specific collateral 

Correct Answer: D 

securities backed by the general credit of the issuers but no specific collateral. And in the case of some issuers, that
may be fairly worthless. 
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