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Chapter 24

Securities Operations

. 'Whch of the following 15 not a service that 15 commonly performed by an investment bankang firm?
A) commercial banlang

B} cngination

C) underwriting

D) distribution

ANSWER: A

Investment banking firns foms on market services; brokerage firms focus on
market seTvices.

A) pHmary; prmary

B) secondary, pnmary

C) prmary; secondary

D) secondary; secondary

ANSWER: C

. The regulates the 1ssuance of secunfies.
A) Secuntes and Exchange Commission

B) Nabonal Assocation of Securifies Dealers
C) Federal Reserve Board

D) Securities Imvestor Protection Corporation

ANSWER: A

. All information relevant to the secunty, as well as the agreement between the issuer and the investment
banlang firm, must be provided m the:

A) cngmation.

B) registration statement.

C) best-efforts apreement.

D) none of these_

ANSWER: B

. Research indicates that investment bankang firms tend to:
A) overprice [POs.
B) underprice IPOs.
price [POs correctly.
D) do none of these.

ANSWER: B
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‘The refumn to irvestors who purchase [PO shares at the IPO offer price are
mvestors who purchase the shares after the [PO are generally

A) high; high

B) high; low

C) low; high

D) low; low

ANSWER: B

The determmnpes margin requirements on secuntes purchased.
A) Secuntes and Exchange Commission

B) National Assocaton of Securifies Dealers

C)} Federal Reserve Board

D) Securities Imvestor Protection Corporation

ANSWER: C

The can hqudate falling brokerage firms.
A) Securnties and Exchange Commission

B) Nabonal Assooahon of Securihies Dealers

C) Federal Reserve Board

D) Secuntes Investor Protecion Corporation

ANSWER: D

Whach of the following 15 not 2 major funchon of the secunties industry?
A) brokerage

B) raising new capital

C) underwriting

D)) decisicns regarding open market operations

ANSWER: D

When investment banking firms raise capital for corperations, their pnmary role is as
A) ntermedhary.

B) lender (creditor).

C) imvestor

D) none of these.

ANSWER: A

and the returns to

alm):

‘The price of newly 1ssued stock should be the market price of the firm’s cutstanding stock.

A) about the same as

B) much more than

C) mmch less than

D) much more than or much less than, depending on the amount of stock to be 1ssued

ANSWER: A
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Aln) discloses relevant financal data on a fimm 1ssmng secuntes, and the provisions
gpplicable to the secunity.

A) 5EC preferred disclosure form

B) 1040 disclosure form

C) shelf-registration

D) prospectus

ANSWER: D

Whach of the following statements 15 incorrect?

A) Apnvate bond placement avoids the underwniing fee.

B) Private placements of stocks are more common than private placrements of bonds.

C) The provisions of a pnivately placed bond i1ssue can be tailored to the desires of the purchaser.

D) A possible disadvantage of a pnvate placement is that the demand may not be as strong as for a
publicly placed issue.

ANSWER: B

Competitive bidding by imvestment banking firms for underwnting the 13sue of new bonds 15 primanly
used for:

A) federal government bonds.

B} bonds issued by banks.

C) public unlity bonds.

D) bonds 1ssned by non-banlang financial institohions.

ANSWER: C

. The underwrnting spread on newly 1ssued bonds 15 normally that on newly 1ssued stock

A) less than
B) greater than
about the same as
D) less than (for newly 1ssued preferred stock) but greater than (for newly 1ssued common stock)

ANSWER: A

In a . @ firm places 1ts enfire 1ssue of new securifies without the underwnting services of an
mnvestment banking firm.

A) market placement

B) public placement

C) shelf-registration agreement

D) prvate placement

ANSWER: D



