REPRESENTATIVE
(SERIES 7) PRACTICE
EXAM (SAMPLE)

GENERAL SECURITIES

STUDY GUIDE

w
=
o

(+4

oA

w35

w B

-l Z

y 4

CE

n o

s I T

- >

R

>2
W
-
-

7.examzify.com

-series

//finra

https




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.




Table of Contents

070 )7/ T |1 1
Table of CONtENTS ... 2
INtrodUCtion .. 3
How to Use This GUIAE ... 4
QUESTIONS ..o 5
AN WIS e 8
EXPlanations ... 10

N Xt S P S oo e 16




Introduction

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.

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



How 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!

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



Questions




1. What are the two main types of equity securities?
A. Common stock and hybrid stock
B. Common stock and preferred stock
C. Common stock and convertible bonds
D. Preferred stock and treasury stock

2. What is the role of a specialist in stock exchange transactions?
A. Match buy and sell orders
B. Provide liquidity for options
C. Administer margin accounts
D. Issue new stock

3. What type of investor is typically allowed to invest in unregistered
securities?

A. Aretail investor

B. An accredited investor

C. An institutional investor
D. A non-accredited investor

4. Which of the following best describes a "bull market"?
A. A period of declining stock prices
B. A market characterized by rising prices and investor confidence
C. A market with no significant price changes
D. A situation where investors are uncertain and hesitant

5. When do equity options that are exercised settle?
A. Next business day
B. Within 3 business days
C. Within 5 business days
D. On the same day of exercise

6. What distinguishes a vertical or price spread?
A. Different expiration months
B. Same strike prices
C. Different strike prices
D. Different underlying assets

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



7. When instructed to "Sell my 300 shares of EGG when it hits 40,” what type
of order is this?

A. Market Order

B. Sell Limit Order
C. Buy Stop Order
D. Sell Stop Order

8. What does "short selling” entail in trading?

A. Buying securities with the anticipation that prices will rise
B. Selling securities that are owned with the anticipation that prices will fall
C. Buying options contracts to profit from price fluctuations

D. Selling borrowed securities with the intention of repurchasing them at a lower
price

9. Which of the following is NOT a method for closing a transaction of an
option?

A. Closing the option

B. Exercising the option

C. Letting the option expire
D. Writing a new option

10. When do foreign currency options usually expire?
A. Saturday after the 3rd Friday of the expiration month
B. Saturday before the 3rd Wednesday
C. Last trading day of the month
D. Friday before the last trading day

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions
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Explanations




1. What are the two main types of equity securities?
A. Common stock and hybrid stock
B. Common stock and preferred stock

C. Common stock and convertible bonds
D. Preferred stock and treasury stock

The correct answer is established by identifying the two primary categories of equity securities in the financial
markets. Common stock and preferred stock represent the two main types of equity securities. Common stock
allows shareholders to participate in the management of a company through voting rights, and it typically
represents ownership in the company with potential for capital appreciation and dividends. Preferred stock, on
the other hand, provides a fixed dividend and has a higher claim on assets in the event of liquidation, but it
generally does not come with voting rights. These characteristics make common and preferred stock distinct
from other financial instruments or stock classifications, thus highlighting their significance as the foundational
forms of equity investment. The other options do not correctly represent the two main types of equity securities.
Hybrid stock is not a recognized term in categorizing standard equity securities, convertible bonds are a type of
debt security that can convert into equity but are not classified as equity securities themselves, and treasury
stock refers to shares that a company has repurchased, which does not constitute a type of equity security on its
own.

2. What is the role of a specialist in stock exchange transactions?
A. Match buy and sell orders

B. Provide liquidity for options
C. Administer margin accounts
D. Issue new stock

The role of a specialist in stock exchange transactions primarily involves matching buy and sell orders.
Specialists are responsible for maintaining orderly trading in their assigned securities and ensuring that trades
occur at fair prices. They facilitate transactions by providing a marketplace for buyers and sellers, ensuring that
there is a liquid market for the stocks they handle. Specialists also play a crucial role in absorbing excess supply
or demand in the market, particularly during periods of high volatility. By stepping in as a buyer or seller when
other market participants are not available, they help to stabilize prices and maintain smooth trading operations.
This matches with the essential function of ensuring that orders are processed effectively, aligning with buyer
and seller interests. The other options do not accurately describe the main functions of a specialist. Providing
liquidity for options is typically the role of market makers focusing on options rather than stocks. Administering
margin accounts pertains more to broker-dealers, ensuring clients meet their margin requirements. Issuing new
stock is the responsibility of the issuing company rather than the specialist, who merely facilitates trading of
existing shares. Thus, the emphasis on matching buy and sell orders highlights the central and pivotal role of the
specialist in the stock exchange.

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



3. What type of investor is typically allowed to invest in unregistered
securities?

A. A retail investor
B. An accredited investor

C. An institutional investor
D. A non-accredited investor

Unregistered securities, often referred to as private placements, are typically available for purchase by
accredited investors. An accredited investor is defined by regulatory standards, which generally include
requirements related to income, net worth, or professional experience. This category of investor is considered to
have a higher level of financial sophistication and the ability to bear the risks associated with investing in
unregistered securities, which may involve less regulatory oversight and less available information compared to
publicly traded securities. For example, an individual qualifies as an accredited investor if they have a net worth
exceeding $1 million (excluding the value of their primary residence) or an income of at least $200,000 in each of
the last two years (or $300,000 together with a spouse). This distinction is crucial, as investing in unregistered
securities can entail greater risks, including illiquidity and a lack of a robust secondary market; thus, regulatory
authorities allow only those with sufficient financial capacity and understanding of these risks to participate in
such investments. Other types of investors, such as retail or non-accredited investors, do not meet the criteria
to invest in these securities due to the protections in place designed to shield less sophisticated investors from
high-risk investment opportunities. While institutional investors may invest in unregistered securities,

4. Which of the following best describes a "bull market"?
A. A period of declining stock prices
B. A market characterized by rising prices and investor confidence

C. A market with no significant price changes
D. A situation where investors are uncertain and hesitant

A bull market is defined by a sustained period of rising prices in the stock market, often accompanied by a
general sense of investor confidence in the performance of the economy and the financial markets. When
investors are optimistic and believe that prices will continue to rise, they are likely to buy stocks, which further
drives up prices. This positive feedback loop can create an environment where employment and corporate
profits also improve, reinforcing the bull market. Understanding the characteristics of a bull market is crucial for
investors as it can signal favorable conditions for investment. During this time, strategies often focus on
purchasing stocks in expectation of further price increases, and the overall sentiment tends to be positive,
fostering an environment conducive to economic growth. The other options represent conditions contrary to the
essence of a bull market. For example, a period of declining stock prices signifies a bear market, not a bull
market. A market characterized by no significant price changes suggests stagnation rather than the upward
momentum of a bull market. Finally, uncertainty and hesitance among investors would point to a lack of
confidence, which is not aligned with the bullish outlook typically seen in such markets.

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



5. When do equity options that are exercised settle?
A. Next business day
B. Within 3 business days
C. Within 5 business days

D. On the same day of exercise

When equity options are exercised, the settlement occurs within three business days. This is in accordance with
standard industry practices, specifically for listed options. Upon exercise, the seller of the underlying stock must
deliver the shares, and the buyer must pay for them; this transaction typically takes three business days to
complete. This timeline is significant because it allows time to ensure all parties involved have the necessary
funds and shares, as well as to coordinate the transaction between the brokerage firms. It's important for
investors to understand this timeframe to properly manage their positions and expectations regarding when they
will actually own the shares or when funds will be withdrawn from their account. The other options reflect
incorrect timelines for settling exercised equity options based on industry standards.

6. What distinguishes a vertical or price spread?
A. Different expiration months
B. Same strike prices
C. Different strike prices

D. Different underlying assets

A vertical or price spread is characterized by the use of options with different strike prices but the same
expiration date. This strategy involves simultaneously buying and selling options on the same underlying asset
to create a position that profits from the difference in the premiums of the options involved. When constructing
a vertical spread, the trader selects options of the same type (either all calls or all puts) but varies the strike
prices to take advantage of price movement in the underlying asset. This approach allows the trader to manage
risk while potentially limiting losses or gains to a predetermined range, based on the spread between the strike
prices of the options involved. The requirement for the options to have the same expiration date is crucial, as it
ensures that the price movement of the options is correlated to the same time frame, allowing the trader to
effectively forecast changes in value based on market movements. This understanding of vertical spreads is
important for traders looking to engage in more sophisticated options strategies, as it enables them to navigate
the nuanced risks and rewards associated with using multiple strike prices to establish a coherent market
position.

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



7. When instructed to "Sell my 300 shares of EGG when it hits 40,” what type
of order is this?

A. Market Order

B. Sell Limit Order
C. Buy Stop Order
D. Sell Stop Order

The instruction to "Sell my 300 shares of EGG when it hits 40" is indicative of a Sell Limit Order. A Sell Limit
Order is placed to sell a security at a specified price or higher. In this case, the investor wants to sell the shares
only if the price reaches $40 or exceeds it. This strategy is often employed when an investor has a price target in
mind and does not want to sell unless they can achieve that target or better. In a Sell Limit Order, the limit price
is set above the current market price. If the market reaches the limit price of $40, the order becomes executable;
if the price does not hit this point, the order remains unfilled. This ensures that the seller does not sell shares
below their desired price, thereby providing control over the selling price. Market Orders, on the other hand,
execute immediately at the best available market price, which does not align with the stipulation of waiting for a
specific price. Likewise, Buy Stop Orders and Sell Stop Orders are used to buy or sell in response to the stock
reaching a certain price point but are typically employed in different contexts. A Buy Stop Order is used to
purchase a security when it rises to a certain price, while a Sell

8. What does "short selling” entail in trading?
A. Buying securities with the anticipation that prices will rise
B. Selling securities that are owned with the anticipation that prices will fall
C. Buying options contracts to profit from price fluctuations

D. Selling borrowed securities with the intention of repurchasing them at a lower
price

Short selling involves selling securities that the seller does not own, specifically by borrowing them from another
party. The core concept behind this strategy is that the seller anticipates a decline in the price of the security. By
borrowing and selling the securities at the current market price, the seller aims to repurchase them later at a
lower price, returning the borrowed shares to the lender and pocketing the difference in price as profit. This
strategy is considered speculative and is often used by traders who believe that a stock is overvalued. It enables
investors to attempt to profit from falling markets or from specific stocks that they expect will decrease in value.
The success of short selling hinges on the accuracy of the trader’s predictions about price movements,
highlighting the inherent risks involved in such transactions.

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



9. Which of the following is NOT a method for closing a transaction of an
option?
A. Closing the option
B. Exercising the option
C. Letting the option expire
D. Writing a new option

The correct response indicates that "writing a new option” is not a method for closing a transaction of an option.
To understand why this is accurate, it's essential to first grasp the typical methods used to close an options
transaction. When an investor engages in options trading, there are three primary methods to close an open
position: 1. **Closing the option*+: This involves executing a trade to sell the option that the investor currently
holds, thereby liquidating their position. 2. **Exercising the option*+: This means that the investor chooses to
activate their rights under the option contract, either to buy (for a call) or sell (for a put) the underlying asset at
the specified strike price. By exercising the option, the original position is effectively closed as it results in the
transfer of the underlying asset. 3. **Letting the option expire++: If the option is not exercised prior to its
expiration date and is worthless, it simply expires. This results in the position closing as well, although in this
case, the investor does not realize any profit or loss from a trade. In contrast, "writing a new option” involves
creating a new option position rather than closing an existing one. Writing an option refers to the act of

10. When do foreign currency options usually expire?
A. Saturday after the 3rd Friday of the expiration month
B. Saturday before the 3rd Wednesday
C. Last trading day of the month

D. Friday before the last trading day

Foreign currency options typically expire on the Saturday following the third Wednesday of the expiration month.
This timing aligns with the standard expiration practices for many options traded in the marketplace. By setting
the expiration for the Saturday, the market allows for final settlements and calculations to occur after the last
trading day, which is often the third Friday of the month. This structure creates a consistent framework across
the options market, ensuring that traders and investors know when their options will cease to function as trading
instruments. The emphasis on this specific time frame helps in managing the logistics of option trading and
settlement processes. Having a clear expiration schedule also aids traders in effectively strategizing their trades,
knowing when they need to take action or close positions.

Sample study guide, visit https://finra-series7.examzify.com
for the full version with hundreds of practice questions



Next 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://finra-series7.examzify.com

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




