Series 65 Exam Study Guide 1

Series 65 Exam Study Guide

Downloaded from
everybodystreet.com by
Riddle & Tristin

Series 65 Exam Study
Guide

YOUR COMPLETE SERIES 65
EXAM STUDY GUIDE: HOW TO
PASS THE UNIFORM INVESTMENT
ADVISER LAW EXAM

Becoming a registered investment
adviser (RIA) or working under one
requires passing the Series 65 exam,
officially known as the Uniform
Investment Adviser Law Examination.
Whether you are a financial professional
looking to expand your services or a
newcomer seeking entry into the
advisory field, a solid Series 65 Exam
Study Guide is essential to navigating
the broad scope of regulations, ethics,
and investment principles covered. This
comprehensive guide will walk you
through everything you need to know
about preparing effectively,
understanding key topics, and using
proven strategies to pass on your first
attempt.

Understanding
the Series 65
Exam

The Series 65 is administered by FINRA
and is required by most states for
individuals who wish to act as
investment adviser representatives.
Unlike the Series 7, which focuses on
general securities, the Series 65 zeroes
in on state securities laws—particularly

the Uniform Securities Act—as well as
fiduciary responsibility, portfolio
management, and economic analysis.
The exam consists of 130 scored
questions (plus 10 pretest questions that
do not count) and you have 180 minutes
to complete it. A passing score is 72 out
of 130, or roughly 55%. While that might
sound low, the material is dense, and
many test-takers find the phrasing
tricky. A well-organized study plan is
your best defense.

Key Topics
Covered in the
Exam

A strong Series 65 Exam Study Guide
will break the content into four major
content areas. Knowing the weight of
each helps you allocate study time
wisely:

1. Economic Factors and Business
Information (15%) — Includes
monetary policy, fiscal policy,
economic indicators, business
cycles, and analytical measures
like GDP, inflation, and interest
rates.

2. Investment Vehicle
Characteristics (25%) — Covers
stocks, bonds, mutual funds, ETFs,
options, annuities, and alternative
investments. You must understand
risk, return, liquidity, and
suitability.

3. Investment Recommendations
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and Strategies (30%) — Focuses
on portfolio management, asset
allocation, modern portfolio
theory, performance
measurement, and tax
considerations. This section
emphasizes client objectives and
constraints.

4. Laws, Regulations, and
Guidelines, Including
Prohibition on Unethical
Business Practices (30%) — The
largest and most heavily tested
section. Topics include the
Investment Advisers Act of 1940,
state securities acts, fiduciary
duty, recordkeeping, advertising
rules, and conflicts of interest.

Notice that the legal and regulatory
portion accounts for nearly a third of the
exam. Many candidates underestimate
the nuance of these rules, so a
dedicated review of state-specific
regulations (especially for your state) is
critical.

Creating an

Effective Study
Plan

Begin by assessing your baseline
knowledge. Take a diagnostic test
without any preparation to see where
you stand. Then, set a study schedule of
at least 6 to 8 weeks, dedicating 10-15
hours per week. Consistency matters
more than cramming. Your study guide
should be a living document that you
update as you learn.

Here are practical steps to build a
powerful Series 65 Exam Study Guide
customized to your needs:

e Use a reputable prep provider:
Companies like Kaplan, STC, Pass
Perfect, and ExamFX offer
textbooks, online question banks,
and video lectures. Choose one
that aligns with your learning
style.

* Read the Uniform Securities
Act summary: Many prep
companies provide a condensed
version. Focus on definitions of
“investment adviser,” “broker-
dealer,” and “agent,” as well as
exemptions and exclusions.

e Master the math formulas:
While calculations are not the
main focus, you need to
understand standard deviation,
Sharpe ratio, alpha, beta, and
present value. Practice solving
them without a calculator (the
exam allows one).

e Create flashcards for key
terms: Terms like “suitability,”
“fiduciary,” “custody,”
“disclosure,” and “soft dollars”
appear repeatedly. Knowing their
precise definitions helps eliminate
Wrong answers.

* Take timed practice exams:
Aim to complete at least three full-
length simulated exams. Review
every question, not just the ones
you got wrong. Understand why
the correct answer is right and
why distractors are wrong.

Focused Review
of Laws and
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Reqgulations

This section often trips up candidates
because it requires remembering
specific ~ rules about advertising,
contracts, fees, and client
communications. For instance, you must
know when a client can cancel an
advisory contract (five business days
after signing), what information must be
included in Form ADV Part 2A (brochure),
and the restrictions on performance
advertising (cannot imply that past
performance guarantees future results).

A good Series 65 Exam Study Guide
will highlight the differences between
the Investment Advisers Act of 1940
(federal) and state laws. Even if you only
practice in one state, the exam tests
both. Pay special attention to:

e Fiduciary duty: The highest
standard of care. It includes the
duty of loyalty and the duty of
care. You must always put client
interests first.

» Disclosure requirements: Any
material conflict of interest must
be disclosed to clients before the
advisory relationship begins.

* Recordkeeping: Books and
records must be kept for at least
five years, with certain documents
available for immediate inspection.

e Brochure delivery: Form ADV
Part 2A must be delivered to
clients at the start of the
relationship and annually
thereafter.

Investment

Venhicles and
Strategies -
Deep Dive

You don’t need to be an expert stock
picker, but you must understand how
different investments behave and which
ones are suitable for different client
profiles. For example:

e Equities: Know the difference
between common and preferred
stock, including rights, privileges,
and risk levels.

* Fixed income: Understand bond
yields, duration, credit risk, and
the relationship between interest
rates and bond prices.

e Mutual funds and ETFs: Be
familiar with net asset value
(NAV), expense ratios, load vs. no-
load funds, open-end vs. closed-
end funds, and how ETFs trade
intraday.

e Options: The exam covers basic
options strategies (calls, puts,
covered calls, protective puts) but
not complex spreads. Focus on the
rights and obligations of each
party.

e Alternative investments: Real
estate, hedge funds, private
equity, and commodities. Know
why they are used for
diversification and the liquidity
concerns.

For portfolio management, the study
guide should explain modern portfolio
theory (MPT), the efficient frontier,
capital market theory, and the Capital
Asset Pricing Model (CAPM). You should
be able to answer scenario-based



questions such as “Which asset would
improve diversification for a client with a
high correlation to the S&P 5007”

Economic
Factors and
Business
Information

This part is more straightforward than
the regulation section. You need to recall
the Federal Reserve’s tools (open market
operations, discount rate, reserve
requirements) and how they influence
the economy. Understand the types of
fiscal policy (expansionary VS.
contractionary) and their effects on
employment, GDP, and inflation. Know
the phases of the business cycle
(expansion, peak, contraction, trough)
and which investments perform best in
each phase. For example, defensive
stocks (utilities, consumer staples) are
favored during recessions.

Also, be aware of key economic
indicators: leading (stock market,
building permits), lagging
(unemployment rate, corporate profits),
and coincident (industrial production,
personal income). The exam may ask
you to interpret a set of data to
determine whether the economy is
growing or slowing.

Test-Taking
Strategies for the

Series 65

Even the best Series 65 Exam Study
Guide will not guarantee success if you
don’t approach the exam strategically.
Here are proven tips to boost your score:

e Read each question carefully:
The exam makers love to use
“except,” “not,” and “least.”
Underline key words in your mind
or on the scratch paper.

e Eliminate two obviously wrong
answers first: This increases your
odds from 25% to 50% on each
question.

e Watch for absolute language:
Words like “always,” “never,”
“must” often indicate a false
statement—unless it's a clear
regulation.

e Manage your time: With 130
scored questions, you have about
1 minute 22 seconds per question.
If you get stuck, flag it and move
on. Come back if time allows.

e Use your scratch paper for
calculations: Write down the
formula first, then plug in
numbers. Avoid mental math
errors.

e Don’t second-guess too much:
Studies show that your first
instinct is often correct unless you
discover a clear misinterpretation.

Recommended
Resources to
Build Your Study
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Guide

While this article serves as a starting
point, you need a comprehensive
resource to delve deeper. Consider
integrating these materials into your
personal study guide:

1. FINRA'’s Series 65 content
outline — Free and detailed. It
lists every topic you may see on
the exam.

2. Kaplan’s Series 65 textbook
and Qbank — Highly rated for
depth and practice questions.

3. STC (Securities Training
Corporation) — Offers live online
classes and a pass guarantee.

4. YouTube channels (e.g.,
Capital Gains Tax Prep) — Short
video reviews of difficult topics.

5. Flashcard apps (Quizlet or
Anki) — Crowdsourced decks for
key terms and laws.

6. State securities office website
— Check for any recent state
amendments that may affect your
exam.

One common mistake is relying solely on
a single prep provider. Instead, cross-
reference explanations, especially for
legal scenarios. The subtle difference
between “fraudulent” and “negligent”
can cost you points.

Common Pitfalls
and How to
Avoid Them

Even diligent candidates fail the Series
65. Here are the most frequent reasons
and how to avoid them using a solid

study guide approach:

e Overconfidence in experience:
If you've worked in finance for
years, you might assume you
know the rules. But the exam tests
precise language, not real-world
shortcuts. Always read the official
wording.

* Neglecting the ethics section:
Many candidates focus on
calculations and vehicles, but the
largest section is laws/regulations.
Spend more time there.

e Not simulating exam
conditions: Taking practice tests
while lying on your couch with no
timer is not the same as the actual
test. Use a proctored simulation at
least twice.

* Ignoring weaker areas: When
you score low on economics, you
might skip it because it’s boring.
But a low score in any area drags
down your overall. Use your prep
provider’s analytics to focus on
weak spots.

e Studying without a plan: A
random reading of chapters won’t
stick. Create a roadmap: weeks
1-2 legal foundation, weeks 3-4
investments and economics,
weeks 5-6 integrated practice
exams and review.

Sample Question
Walkthrough

To illustrate the reasoning required, here
is a simplified example of a potential
exam question you might encounter in
any Series 65 Exam Study Guide:

Question: An investment adviser has a
soft-dollar arrangement with a broker-



dealer that provides research. The for accounts that pay higher
adviser uses that research exclusively commissions
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