@ SIE Exam Practice Test

SIE Exam Study Guide

This SIE exam study guide follows FINRA's SIE content outline in order: 4 sections, 11 topics and 35
subtopics. Each subtopic has a short explanation, a common confusion and a link to practice. The math
section works through the eight calculation types with units and two checks each. Test each section as you
finish it with the SIE practice test (sieexampracticetest.com/), and fit the route to your calendar with the SIE Study
Plan (sieexampracticetest.com/sie-study-plan/).

Sources: FINRA SIE Content Outline (2025), FINRA SIE and Exam Restructuring FAQ, FINRA investor education pages, SEC

Investor.gov glossary, FINRA and SEC rule texts linked in each section. Checked October 24, 2026, unless a section says
otherwise.

Study the official outline

FINRA's content outline is the official list of what the SIE tests, so study it section by section in the order
below. The exam has 75 scored multiple-choice questions split across four sections. Section 2 carries 33
of the 75, so give it the most time.

Section Share of Scored Topics Subtopics
exam questions

1. Knowledge of Capital Markets 16% 12 4 10

2. Understanding Products and Their Risks 44% 33 2 10

3. Understanding Trading, Customer Accounts and Prohibited 31% 23 3 12

Activities

4. Overview of the Regulatory Framework 9% 7 2 3

Total 100% 75 11 35
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Products and their risks is 33 of the 75 scored questions
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Source: FINRA SIE Content Outline (October 2025) Checked November 8, 2026

Scored SIE questions per section. Source: FINRA SIE Content Outline (2025), checked October 24, 2026.

From FINRA's outline: "The exam consists of 75 multiple-choice items, and each item consists of four
answer choices." FINRA, SIE Content Outline (https://www.finra.org/sites/default/files/2025 - 10/SIE_Content_Outline.p
df).

Each exam also includes 5 unscored pretest items, so you answer 80 in total within 1 hour and 45 minutes.
The outline states there is no penalty for guessing, so answer every question. The passing score is 70 on a
scale of 0 to 100 (FINRA SIE FAQ (https://www.finra.org/registration - exams - ce/qualification - exams/sie - and - exam - restructu
ring-faq)).

Use this route for each subtopic:

1. Read the "What to know" cell and say the idea back in your own words.

2. Read the common confusion and explain the difference between the two ideas.

3. Answer the sample questions for the section, then drill the section in the practice test.

4. Mark any subtopic you missed and come back to it before moving to the next section.

Section 1: Knowledge of Capital Markets (16%, 12 questions)

Section 1 covers who regulates the markets, how markets are structured, how the economy affects
securities, and how new securities are offered. Start here, because the regulators and market participants
named in this section come up again in the later sections.



Subtopic

1.1.1 The SEC

1.1.2 Self-
regulatory
organizations
(SROs)

1.1.3 Other
regulators and
agencies

1.1.4 Market
participants and
their roles

1.2.0
Depositories and
clearing
corporations

1.2.1 Types of
markets

1.3.1 Federal
Reserve impact
on business
activity

What to know

The SEC was created by the Securities Exchange Act of
1934. Its mission is to protect investors, maintain fair,
orderly and efficient markets, and facilitate capital
formation. It registers and oversees brokerage firms,
transfer agents, clearing agencies and the self-
regulatory organizations.

FINRA is an SRO for member broker-dealers. It writes
and enforces rules for member firms and their
representatives, examines firms, administers
qualification exams and runs a dispute resolution forum.

The MSRB writes rules for dealers in municipal
securities and regulates municipal advisors. NASAA
represents state securities regulators. The Treasury
manages the public debt. The Federal Reserve runs
monetary policy. SIPC protects customers of failed
brokerage firms when assets are missing. FDIC insures
bank deposits.

A broker acts as agent and a dealer acts as principal. An
investment adviser gives investment advice for
compensation. A market maker stands ready to buy or
sell at publicly quoted prices. A transfer agent records
ownership changes, keeps holder records and
distributes dividends. A bond trustee monitors the
indenture for bondholders.

DTCC provides post-trade infrastructure. NSCC
provides clearing and final settlement instructions, and
DTC handles the actual transfer of securities and funds.
The OCC is the buyer to every seller and the seller to
every buyer in U.S. listed options.

In the primary market, newly issued securities are sold
and the issuer receives the proceeds. In the secondary
market, existing securities trade between investors. The
third market is OTC trading in exchange-listed stocks.
The fourth market is trading directly between
institutions without an exchange or broker-dealer.

Monetary policy is the Fed's work: open market
operations, the federal funds rate and the discount rate.
The FOMC sets the policy stance and meets eight times
a year. Congress set the Fed's dual mandate of
maximum employment and price stability.

Common confusion

The SEC requires disclosure to be
accurate. It does not guarantee the
disclosure or approve an investment's
merits.

FINRA states it is not part of the
government. The SEC oversees both
FINRA and the MSRB.

SIPC versus FDIC. SIPC does not protect
against a fall in your securities' value.
FDIC does not cover non-deposit
investment products, even when a bank
sells them.

An individual who trades only for their
own account is generally a trader. A
dealer buys and sells as principal as a
business. For the accredited investor net
worth test, the primary residence is
excluded.

Clearing versus settlement. Clearing
matches and novates the trade.
Settlement makes it final.

Third market versus fourth market. A
broker-dealer is involved in the third
market. The fourth market skips both the
exchange and the broker-dealer.

Monetary versus fiscal policy. Fiscal
policy (tax and spending) is decided by
Congress and the Administration, and the
Fed has no role in it. The fed funds rate is
what banks charge each other overnight.
The discount rate applies to
collateralized loans from a Federal
Reserve Bank.



Subtopic

1.3.2 Business
economic
factors

1.3.3
International
economic
factors

1.4.0 Offerings

What to know

A balance sheet shows what a company owns and owes
at one pointin time. An income statement shows what it
earned and spent over a period. Assets = liabilities +
shareholders' equity. Leading indicators point to turning
points in the business cycle, and coincident indicators
show the current state. Defensive industries sell things
people need in any economy. Cyclical industries such
as travel move with the economy.

GDP measures final goods and services produced in the
United States. GNP measures output by labor and
property supplied by U.S. residents, wherever they are
located. The balance of payments records transactions
between U.S. and foreign residents. An exchange rate is
the price of one currency in another.

An IPO is a company's first sale of shares to the public.
Regulation D gives exemptions from SEC registration. A
shelf registration lets securities be offered on a
continuous or delayed basis. Offering documents
include the prospectus for registered offerings and the
official statement for municipal bonds. Blue-sky laws
are state securities laws.

Common confusion

Keynesian versus monetarist. Keynesians
treat aggregate demand as the main
driver and support active fiscal policy.
Monetarists treat the money supply as
the chief driver of nominal GDP in the
short run.

GDP versus GNP. Output from a foreign -
owned plant located in the United States
counts in GDP. Exchange-rate moves
can raise or cut the return on an
international investment.

Best efforts versus firm commitment. In a
best-efforts deal the underwriters have
no commitment to buy the securities. An
offering exempt from registration is still
subject to the antifraud provisions.

Sources for Section 1: SEC role (https://www.investor.gov/introduction -investing/investing -basics/role-sec), laws that govern the
securities industry (https://www.investor.gov/introduction-investing/investing - basics/role - sec/laws - govern -securities -industry),

About FINRA (https://www.finra.org/about), market participants (https://www.investor.gov/introduction -investing/investing-basics/h
ow - stock - markets - work/market - participants), SIPC (https://www.sipc.org/for -investors/what-sipc - protects), FDIC (https://www.fdi
c.gov/resources/deposit-insurance/understanding -deposit-insurance), SEC broker-dealer guide (https://www.sec.gov/about/divisio
ns-offices/division -trading - markets/division -trading - markets - compliance - guides/guide - broker - dealer - registration), 17 CFR
230.501 (https://www.ecfr.gov/current/title-17/chapter-Ili/part-230/section-230.501), OCC (https://www.theocc.com/company - inf
ormation/about-occ), DTCC (https://www.dtcc.com/about), Federal Reserve monetary policy FAQ (https://www.federalreserve.gov/f
ags/money_12855.htm), SEC guide to financial statements (https://www.sec.gov/about/reports - publications/beginners -guide - finan
cial-statements), IMF on Keynesian economics (https://www.imf.org/external/pubs/ft/fandd/2014/09/basics.htm), IMF on
monetarism (https://www.imf.org/external/pubs/ft/fandd/2014/03/basics.htm), BEA GDP (https://www.bea.gov/data/gdp/gross-dom
estic-product), BEA GNP (https://www.bea.gov/help/glossary/gross - national - product-gnp), Regulation D offerings (https://www.inv
estor.gov/introduction-investing/investing -basics/glossary/regulation-d-offerings), 17 CFR 230.415 (https://www.ecfr.gov/current/ti
tle-17/chapter-ll/part-230/section-230.415).

Drill Section 1 in the SIE practice test (sieexampracticetest.com/) once both sample questions make sense.

Section 2: Understanding Products and Their Risks (44%, 33 questions)

Section 2 covers equity, debt, options, funds, 529 and ABLE plans, DPPs, REITs, hedge funds,
exchange -traded products and investment risk. It is the largest section, and most of the calculations
further down this page come from it.



Subtopic

2.1.1 Equity
securities

2.1.2 Debt
instruments

2.1.3 Options

2.1.4
Packaged
products

2.1.5
Municipal fund
securities

2.1.6 Direct
participation
programs
(DPPs)

What to know

Common stock gives the right to vote at shareholder
meetings and receive dividends. Preferred stockholders
usually cannot vote but receive dividends before common
stockholders. An ADR represents one or more shares of a
foreign stock, or a fraction of a share, and is issued by a
U.S. depositary bank. A rights offering lets existing
shareholders buy new shares in proportion to their
holdings. Restricted and control securities are resold
under SEC Rule 144.

Treasury bills run 4 to 52 weeks, notes 2, 3,5, 7 or 10
years, and bonds 20 or 30 years. TIPS principal adjusts
with the Consumer Price Index. A debenture is an
unsecured bond. Callable bonds let the issuer retire the
bond before maturity. When interest rates rise, bond
prices tend to fall.

A call holder has the right to buy the underlying. A put
holder has the right to sell it. The writer takes on the
obligation to perform if assigned. American-style options
can be exercised any time up to expiration. Exercising an
index option produces a cash payment. Investors receive
the options disclosure document, "Characteristics and
Risks of Standardized Options."

Class A fund shares usually charge a front-end sales
charge. Class B shares usually carry a contingent
deferred sales charge if sold within a set period. Class C
shares have no front-end charge. All classes of a fund
hold the same investments. Breakpoints are the purchase
amounts at which sales charges drop. A letter of intent
commits the investor to buy a stated amount within a set
period.

529 plans come in two types: prepaid tuition plans and
savings plans. Contributions are not deductible for federal
tax. Investing in a direct-sold 529 plan can often save
you money. ABLE account distributions are tax-free
when used for qualified disability expenses. Local
government investment pools (LGIPs) pool public money
from government entities.

A DPP provides flow -through tax treatment. A
partnership does not pay income tax itself. Profits and
losses pass to the partners. Limited partners are not
involved in day-to-day management and have limited
liability. DPPs carry risks including loss of investment and
lack of liquidity.

Common confusion

Order of payment in a liquidation.
Bondholders are paid first, then preferred
stockholders, then common
stockholders.

Treasury versus agency backing.
Treasurys carry the full faith and credit of
the U.S. government. Securities issued by
a government-sponsored enterprise do
not. For munis, a general obligation bond
is backed by the issuer's full faith and
credit and a revenue bond by a specific
project's revenue.

Holder versus writer. The holder chooses
whether to exercise. The writer must
perform if assigned. The loss on an
uncovered (naked) call is theoretically
unlimited. A covered call is written by
someone who owns the stock.

Open-end versus closed-end. A mutual
fund continuously sells and redeems
shares at a price based on NAV. Most
closed-end funds issue a fixed number
of shares in an IPO, and those shares
then trade on an exchange at market
prices.

Owner versus beneficiary. The owner
opens and controls the 529 account. The
beneficiary is the current or future
student.

FINRA Rule 2310's DPP definition
excludes REITs, so a REIT questionis a
separate subtopic.



Subtopic What to know Common confusion

2.1.7 REITs A REIT owns and typically operates income-producing Registered versus listed. A non-traded
real estate or related assets. Mortgage REITs provide REIT can be SEC-registered and still be
financing to property owners. Some REITs are listed on illiquid and hard to value.

exchanges. Others are registered with the SEC but not
traded, and some are private.

2.1.8 Hedge Hedge funds are private funds that may use leverage. Liquidity after lockup. A fund may still

funds Depending on the fund's structure, you must be an have authority to suspend redemptions
accredited investor or qualified purchaser. A lockup under certain circumstances. Hedge
period is a time when you cannot cash in shares. funds remain subject to the antifraud
Performance fees can motivate managers to take greater  prohibitions.
risks.

2.1.9 ETF shares trade on exchanges at market prices, with ETF versus ETN. An ETN is an unsecured

Exchange- bid-ask spreads. Some ETFs are actively managed. debt obligation of a bank or other

traded Leveraged and inverse products target geared exposure financial institution, so you can lose some

products for a set period, such as one day. or all of your investment if the issuer

(ETPs) defaults.

2.2.0 Risk Inflation cuts purchasing power for fixed -rate income. Call risk versus prepayment risk. Both

types and Interest rate risk: bond prices fall when rates rise. Credit rise when rates fall. A callable bond can

mitigation risk: the issuer fails to pay interest or principal. Liquidity be redeemed by its issuer. Mortgage -
risk: no market for the security. Currency risk changes backed securities return principal early
international returns. Diversification spreads money when homeowners refinance.

among various investments.

The options subtopic has its own question set. Work through the rights and obligations of each side, then
practice SIE options questions (sieexampracticetest.com/sie - options - practice - questions/) With explanations.

Sources for Section 2: Investor.gov stocks (https://www.investor.gov/introduction-investing/investing - basics/investment-products/
stocks), ADRs (https://www.investor.gov/introduction -investing/investing - basics/glossary/american -depositary -receipts-adrs),
FINRA corporate actions (https://www.finra.org/investors/insights/corporate -actions), FINRA bonds (https://www.finra.org/investor
s/investing/investment-products/bonds), TreasuryDirect (https://www.treasurydirect.gov/marketable - securities/), Investor.gov
municipal bonds (https://www.investor.gov/introduction-investing/investing - basics/glossary/bonds - municipal), FINRA options (http
s://lwww.finra.org/investors/investing/investment- products/options), FINRA mutual funds (https://www.finra.org/investors/investing/in
vestment-products/mutual-funds), FINRA breakpoints (https://www.finra.org/rules-guidance/key -topics/breakpoints/disclosure - stat
ement), FINRA closed-end funds (https://www.finra.org/investors/insights/opening-up-closed-end-funds), IRS 529 Q&A (https://w
ww.irs.gov/newsroom/529-plans-questions-and-answers), IRS ABLE accounts (https://www.irs.gov/individuals/able-accounts-tax-
benefit-for-people - with - disabilities), FINRA Rule 2310 (https://www.finra.org/rules - guidance/rulebooks/finra-rules/2310),
Investor.gov REITs (https://www.investor.gov/introduction -investing/investing -basics/investment-products/real - estate -investment-t
rusts-reits), Investor.gov hedge funds (https://www.investor.gov/introduction -investing/investing - basics/investment - products/privat
e-investment-funds/hedge-funds), FINRA ETFs and ETNs (https://www.finra.org/investors/investing/investment- products/exchange
-traded-funds-and-products), Investor.gov risk (https://www.investor.gov/introduction-investing/investing - basics/what-risk).

Drill Section 2 in the SIE practice test (sieexampracticetest.com/), then work the calculations further down this
page.

Section 3: Understanding Trading, Customer Accounts and Prohibited Activities (31%, 23
questions)

Section 3 covers orders, returns, settlement, corporate actions, account types and registrations, anti-
money laundering, records, communications and prohibited conduct.



Subtopic

3.1.1 Orders and
strategies

3.1.2 Investment
returns

3.1.3 Trade
settlement

3.1.4 Corporate
actions

3.2.1 Account types

3.2.2 Customer
account
registrations

3.2.3 Anti-money
laundering (AML)

What to know

A market order executes at the current market price.
A buy limit executes at the limit price or lower, and a
sell limit at the limit price or higher. An IOC order
cancels any part not filled immediately. A fill-or-kill
order fills in full immediately or cancels. Short
sellers expect the price to fall.

A cash dividend pays money per share and a stock
dividend pays additional shares. The record date
sets who is on the company's books to receive the
dividend. Current yield, yield to maturity and yield to
call are covered in the math sections below. A basis
point is 0.01 of a percentage point.

Most U.S. securities transactions settle T+1, one
business day after the trade date. The firm must
receive payment no later than one business day
after execution. Book-entry form means no paper
certificate is issued.

A stock split increases the share count without
changing shareholders' equity. A reverse split
reduces the share count and raises the price per
share. A tender offer is a widespread offer to buy a
substantial percentage of a company's securities. A
proxy lets shareholders vote without attending the
meeting.

In a cash account you pay the full amount for
purchases. A margin account lets you borrow from
the firm against the account, and it is the only
account type for short selling. A wrap (fee-based)
account charges fees generally based on the
account's total market value.

Registrations include individual, joint, corporate,
trust, custodial and partnership accounts, plus IRAs
and qualified plans. The 2026 IRA contribution limit
is $7,500. Required minimum distributions start at
age 73. A trusted contact person has no authority to
act on the account.

Money laundering disguises assets so they can be
used without detection of the illegal activity behind
them. Structuring is itself unlawful under the Bank
Secrecy Act. Each firm's AML program must be
approved in writing by senior management. OFAC
blocks the property of listed persons, and U.S.
persons generally may not deal with them.

Common confusion

Stop versus limit. When the stop price is
reached, a stop order becomes a market
order, so the fill can differ from the stop

price in a fast market.

Record date versus ex-dividend date. If
you buy on or after the ex-dividend date,
the seller gets the dividend.

Starting an ACH transfer does not meet
the payment requirement. The funds
must be deposited in the brokerage
firm's bank account.

Merger versus acquisition. A merger
joins two companies into one entity. An
acquisition is one company buying a
majority of another's stock.

Discretion. A representative needs prior
written authorization from the customer,
accepted in writing by the firm, to
choose the security or amount. Choosing
only the time or price for a definite order
the customer gave is a narrower
exception.

Traditional versus Roth IRA. Traditional
contributions may be deductible and are
taxed on withdrawal. Roth contributions
are not deductible, qualified distributions
are tax-free, and Roth IRAs have no
RMDs during the owner's life.

CTR versus SAR. A CTR covers cash
transactions over $10,000 in a day. A
broker-dealer SAR covers suspicious
transactions of at least $5,000. A SAR is
confidential and must not be disclosed to
the customer.



Subtopic

3.2.4 Books and
records and privacy

3.2.5
Communications,
best interest and
suitability

3.3.1 Market
manipulation

3.3.2 Insider trading

3.3.3 Other
prohibited activities

What to know

Firms must send account statements at least once
every calendar quarter and a confirmation for each
transaction under SEA Rule 10b-10. Account
opening records are kept at least six years after the
account closes. Each firm needs a written business
continuity plan. Regulation S-P requires a privacy
notice and safeguards for customer information.

Regulation Best Interest requires a broker-dealer to
act in the retail customer's best interest when
recommending, without putting its own interest first.
Firms must deliver Form CRS to retail investors.
FINRA Rule 2090 requires reasonable diligence to
know the essential facts about every customer.
Communications must be fair and balanced.

Pump and dump: false hype raises a price, then the
promoters sell. Churning is excessive trading mainly
to generate commissions. Trades made to create a
false appearance of activity are prohibited. A firm
must honor its quoted prices, and failing to do so is
backing away. Freeriding is buying and selling in a
cash account before paying.

lllegal insider trading is buying or selling on material
nonpublic information in breach of a duty of trust.
Tipping the information and trading by the person
tipped are also violations.

Firms and associated persons may not make
improper use of customer funds or securities. They
may not guarantee a customer against loss.
Borrowing from or lending to customers needs firm
procedures and written approval. A firm may place a
temporary hold on a disbursement from a specified
adult's account when exploitation is suspected.

Common confusion

Under Regulation S-P, customers get a
reasonable opportunity to opt out before
their information is shared with a
nonaffiliated third party.

Form CRS timing. A broker-dealer
delivers it before or at the earliest of a
recommendation, an order or opening an
account.

Front running uses material nonpublic
market information about an imminent
block transaction. A block is generally
10,000 shares or more.

Tipper versus tippee. Both can violate
the law, and so can someone who
misappropriates information from an
employer, family or friends.

Sharing in an account is allowed only in
direct proportion to your own financial
contribution, with the required approvals.

Sources for Section 3: Investor.gov orders glossary (https://www.investor.gov/introduction -investing/investing - basics/glossary/sto
p-order), ex-dividend dates (https://www.investor.gov/introduction -investing/investing - basics/glossary/ex-dividend - dates-when-a
re-you-entitled - stock-and), basis point (https://www.investor.gov/introduction -investing/investing - basics/glossary/basis - point),
FINRA settlement cycles (https://www.finra.org/investors/insights/understanding - settlement-cycles), SEC T+1 release (https://ww
w.sec.gov/newsroom/press-releases/2024-62), stock split (https://www.investor.gov/introduction -investing/investing - basics/glossa
ry/stock-split), FINRA brokerage accounts (https://www.finra.org/investors/investing/investment-accounts/brokerage-accounts),
FINRA Rule 3260 (https://www.finra.org/rules-guidance/rulebooks/finra-rules/3260), IRS 2026 limits (https://www.irs.gov/newsroo
m/401k-limit-increases-to-24500-for-2026-ira-limit-increases-to-7500), IRS RMDs (https://www.irs.gov/retirement-plans/plan -
participant-employee/retirement-topics-required - minimum -distributions-rmds), IRS Roth IRAs (https://www.irs.gov/retirement-plan
s/roth-iras), FINCEN (https://www.fincen.gov/what-money-laundering), 31 CFR 1010.311 (https://www.ecfr.gov/current/title-31/su
btitle - B/chapter-X/part- 1010/subpart-C/section-1010.311), 31 CFR 1023.320 (https://www.ecfr.gov/current/title- 31/subtitle-B/c
hapter-X/part-1023/subpart-C/section-1023.320), FINRA Rule 3310 (https://www.finra.org/rules-guidance/rulebooks/finra-rules/
3310), OFAC SDN FAQ (https://ofac.treasury.gov/fags/topic/1631), FINRA Rule 2231 (https://www.finra.org/rules-guidance/ruleboo
ks/finra-rules/2231), 17 CFR 240.17a-4 (https://www.ecfr.gov/current/title- 17/chapter-Il/part- 240/section-240.17a-4), FINRA
Rule 4370 (https://www.finra.org/rules - guidance/rulebooks/finra-rules/4370), Regulation S-P (https://www.ecfr.gov/current/title-1
7/chapter-ll/part-248/subpart-A/section-248.10), Regulation Best Interest (https://www.ecfr.gov/current/title- 17/chapter-ll/part- 2
40/section-240.151-1), Form CRS guide (https://www.sec.gov/resources-small-businesses/small-business-compliance - guides/for



m-crs-relationship - summary -amendments-form-adv), FINRA Rule 5270 (https://www.finra.org/rules-guidance/rulebooks/finra-rul
es/5270), insider trading (https://www.investor.gov/introduction - investing/investing - basics/glossary/insider - trading), FINRA Rule
2150 (https://www.finra.org/rules - guidance/rulebooks/finra-rules/2150), FINRA Rule 3240 (https://www.finra.org/rules - guidance/r
ulebooks/finra-rules/3240), FINRA Rule 2165 (https://www.finra.org/rules-guidance/rulebooks/finra-rules/2165).

Drill Section 3 in the SIE practice test (sieexampracticetest.com/), and pay attention to which account or rule each
scenario points to.

Section 4: Overview of the Regulatory Framework (9%, 7 questions)

Section 4 covers registration, continuing education, Forms U4 and U5, and the outside activities and
events a representative must report. It is the smallest section, and its subtopics center on filings, notices

and deadlines.

Subtopic

41.1
Registration
and continuing
education

4.2.1 Employee
conduct

4.2.2
Reportable
events

What to know

A representative must pass the SIE and an appropriate
representative qualification exam. Anyone who accepts
customer orders must be registered. Persons in solely clerical
or ministerial roles are exempt. Continuing education has a
Regulatory Element, due annually by December 31, and a Firm
Element based on the firm's written training plan. An SIE pass
is valid for four years.

Form U4 is the Uniform Application for Securities Industry
Registration or Transfer. Amendments are due within 30 days
of learning the facts, or 10 days after a statutory
disqualification. Form U5, the termination notice, is due within
30 days of the employment end date, and the person gets a
copy. Filing incomplete or inaccurate information that is
misleading is prohibited.

An outside business activity needs prior written notice to the
firm, and passive investments are exempt. A private securities
transaction needs prior written notice. If you will be
compensated, the firm must approve it and supervise it as its
own. FINRA's gift limit is $300 per person per year. Under
MSRB Rule G-37, the de minimis contribution is $250 per
election to an official you can vote for.

Common confusion

Passing the SIE alone does not
qualify you as a representative. You
must also pass an appropriate
representative qualification exam.

U4 versus U5. The U4 registers and
is kept current. The U5 reports the
end of association.

Outside business activity versus
private securities transaction. An
outside activity is a job or business
outside the firm. A private securities
transaction is selling a security
away from the firm.

Sources for Section 4: FINRA Rule 1210 (https://www.finra.org/rules - guidance/rulebooks/finra-rules/1210), FINRA Rule 1230 (htt

ps://www.finra.org/rules - guidance/rulebooks/finra-rules/1230), FINRA Rule 1240 (https://www.finra.org/rules - guidance/rulebooks/f
inra-rules/1240), FINRA SIE FAQ (https://www.finra.org/registration - exams - ce/qualification - exams/sie -and - exam - restructuring -fa

q), Form U4 (https://www.finra.org/registration-exams - ce/broker - dealers/registration-forms/form-u4), FINRA By-Laws Article V (h
ttps://www.finra.org/rules -guidance/rulebooks/corporate - organization/application -registration), Form U5 (https://www.finra.org/regis
tration-exams-ce/broker-dealers/registration -forms/form-u5), FINRA Rule 1122 (https://www.finra.org/rules-guidance/rulebooks/fi
nra-rules/1122), FINRA Rule 3270 (https://www.finra.org/rules-guidance/rulebooks/finra-rules/3270), FINRA Rule 3280 (https://w

ww.finra.org/rules - guidance/rulebooks/finra-rules/3280), Regulatory Notice 26-05 (https://www.finra.org/rules-guidance/notices/2
6-05), MSRB Rule G-37 (https://www.msrb.org/Rules-and- Interpretations/MSRB - Rules/General/Rule-G-37).

Drill Section 4 in the SIE practice test (sieexampracticetest.com/). When all four sections are done, take the timed
full exam.



Concise rule and formula review

This review sheet lists the numbers and formulas the SIE outline expects you to apply, each with its
official source. You cannot take it into the exam.

From FINRA's outline: "Candidates are not permitted to bring reference materials to their testing
session." FINRA, SIE Content Outline (https://www.finra.org/sites/default/files/2025 - 10/SIE_Content_Outline.pdf).

Use the sheet for a last review the day before, and test yourself on each row by covering the value column.

Rule or fact

SIE format

SIE passing score

Standard
settlement

Regulation T initial
margin

FINRA maintenance
margin, long

Minimum equity in a
margin account

SIPC protection

FDIC insurance

Currency
transaction report
(CTR)

Broker-dealer SAR

Mutual fund sales
charge cap

12b-1 fees

Rule 144 holding
period

Accredited investor

Value

75 scored plus 5 unscored items, 1 hour 45
minutes

70 0na0to 100 scale

T+1 since May 28, 2024

50% of current market value

25% of current market value

$2,000 (no cash needed beyond the cost of
the purchase)

$500,000, including $250,000 for cash

$250,000 per depositor, per insured bank, per
ownership category

Cash over $10,000

At least $5,000

8.5% of the offering price

Asset-based sales charge up to 0.75% a year,
service fee up to 0.25%

6 months (reporting issuer), 1 year (non-
reporting issuer)

Net worth over $1,000,000 excluding primary
residence, or income over $200,000 in each of
the 2 most recent years

Source

FINRA outline (https://www.finra.org/sites/default/
files/2025-10/SIE_Content_Outline.pdf)

FINRA FAQ (https://www.finra.org/registration-ex
ams-ce/qualification-exams/sie-and-exam-restru
cturing-faq)

SEC (https://www.sec.gov/newsroom/press-releas
es/2024-62)

12 CFR 220.12 (https://www.ecfr.gov/current/titl
e-12/chapter-Il/subchapter-A/part-220/subpart-
A/section-220.12)

FINRA Rule 4210 (https://www.finra.org/rules-gu
idance/rulebooks/finra-rules/4210)

FINRA Rule 4210 (https://www.finra.org/rules-gu
idance/rulebooks/finra-rules/4210)

SIPC (https://www.sipc.org/for-investors/what- sip
c-protects)

FDIC (https://www.fdic.gov/resources/deposit-ins
urance/understanding-deposit-insurance)

31 CFR1010.311 (https://www.ecfr.gov/current/
title-31/subtitle-B/chapter-X/part-1010/subpart-
C/section-1010.311)

31 CFR 1023.320 (https://www.ecfr.gov/current/
title- 31/subtitle- B/chapter-X/part-1023/subpart-
C/section-1023.320)

FINRA Rule 2341 (https://www.finra.org/rules-gu
idance/rulebooks/finra-rules/2341)

FINRA Rule 2341 (https://www.finra.org/rules-gu
idance/rulebooks/finra-rules/2341)

17 CFR 230.144 (nttps://www.ecfr.gov/current/ti
tle-17/chapter-Il/part-230/section-230.144)

17 CFR 230.501 (https://www.ecfr.gov/current/ti
tle-17/chapter-li/part-230/section-230.501)



Rule or fact

Treasury maturities

IRA contribution
limit, 2026

Required minimum
distributions

Account statements

Form U4
amendment

Form U5

CE Regulatory
Element

FINRA gift limit

MSRB G-37 de
minimis
contribution

Basis point

Value

Bills 4 to 52 weeks; notes 2, 3, 5, 7 or 10 years;
bonds 20 or 30 years

$7,500, plus $1,100 catch-up at age 50 or

over

Start at age 73

At least once every calendar quarter

Within 30 days (10 days for a statutory
disqualification)

Within 30 days of the employment end date

Annually by December 31

$300 per person per year

$250 per election, where you can vote for the
official

0.01 of a percentage point (8% = 800 basis
points)

Source

TreasuryDirect (https://www.treasurydirect.gov/m
arketable-securities/)

IRS (https://www.irs.gov/newsroom/401k-limit-inc
reases-t0-24500-for-2026-ira-limit-increases-t
0-7500)

IRS (https://www.irs.gov/retirement-plans/plan-pa
rticipant-employee/retirement-topics-required -mi
nimum -distributions -rmds)

FINRA Rule 2231 (https://www.finra.org/rules-gu
idance/rulebooks/finra-rules/2231)

FINRA By -Laws (https://www.finra.org/rules-gui
dance/rulebooks/corporate - organization/applicatio
n-registration)

FINRA (https://www.finra.org/registration-exams-
ce/broker-dealers/registration-forms/form-u5)

FINRA Rule 1240 (https://www.finra.org/rules-gu
idance/rulebooks/finra-rules/1240)

Regulatory Notice 26-05 (https://www.finra.org/
rules-guidance/notices/26-05)

MSRB Rule G-37 (https://www.msrb.org/Rules-a
nd-Interpretations/MSRB - Rules/General/Rule-G-3
7)

Investor.gov (https://www.investor.gov/introductio
n-investing/investing - basics/glossary/basis - point)

Two rules changed in 2026, so older study material may show the earlier figure. FINRA raised the gift limit
from $100 to $300, effective March 30, 2026. FINRA's intraday margin standards replace the pattern day
trader $25,000 minimum equity rule.

From FINRA Regulatory Notice 26-10: "Effective Date: June 4, 2026; Phase-in Period: Ends October
20, 2027". FINRA, Regulatory Notice 26-10 (https://www.finra.org/rules - guidance/notices/26-10).

The formulas, each worked step by step in the sections below:

Calculation

Current yield

Tax-equivalent yield

Conversion ratio

Conversion value

Parity price of the stock

NAV per share

Formula

Annual interest / market price
Tax-exempt yield / (1 - tax rate)
Par value / conversion price

Conversion ratio x stock price

Bond market price / conversion ratio

(Total assets - total liabilities) / shares outstanding



Calculation Formula

Public offering price (POP) NAV / (1 - sales charge %)

Sales charge % (POP - NAV) / POP

Margin equity Market value - debit balance

Stock split New shares = old shares x split ratio; new price = old price / split ratio

Solve SIE calculations with units and steps

SIE math uses a handful of formulas, and most mistakes come from dividing by the wrong number.
Every calculation below names its denominator, works one original example with units, checks the answer a
second way, and shows the wrong method that produces a tempting answer.

At a test center, FINRA provides the calculator.

From FINRA's test center page: you are provided "four-function calculator, erasable note boards, dry -
erase markers". FINRA, Prepare for Your Test Center Appointment (https://www.finra.org/registration - exams-ce/

qualification-exam/testcenter).

Use the same habits on every calculation:

1. Write the units next to each number (dollars, shares, percent).
2. Name the denominator before you divide.
3. Check the answer with a second method or by working backward.

4. Ask whether the answer is sensible, for example whether a discount bond's current yield is above its
coupon rate.

Calculation Divide by Common wrong denominator

Current yield Market price Par value

Tax-equivalent yield (1 - tax rate) Multiplying by (1 + tax rate)

Parity price Conversion ratio, using the bond's market price Par value

POP from NAV (1 - sales charge %) Multiplying NAV by (1 + sales charge %)
Sales charge % POP NAV

Annual coupon divided by market price

Current yield is the bond's annual interest in dollars divided by its current market price. When the price
changes, the current yield changes with it.

From FINRA: "Current yield is the yearly coupon payment divided by the bond's price, stated as a
percent." FINRA, Bonds (https://www.finra.org/investors/investing/investment-products/bonds).

Bond prices are quoted as a percentage of par. FINRA's example: a bond quoted at 105 trades at 105% of
par, or $1,050.



Worked example. A $1,000 par bond pays a 4% coupon and is quoted at 80.

1. Annual interest: $1,000 x 0.04 = $40 a year.
2. Market price: 80% of $1,000 = $800.
3. Current yield: $40 / $800 = 0.05 = 5.00%.

Check. 5% of $800 is $40, the annual interest. The bond trades below par, so its current yield (5.00%) is
above its coupon rate (4%).

Wrong method. Dividing $40 by the $1,000 par value gives 4%. That is the coupon rate, also called the
nominal yield.

@ SIE EXAM PRACTICE TEST

Current yield falls as a bond's price rises

Current yield of a bond paying $40 a year in interest, at three prices

$800 [
N 5.00%
$1,000 o
Pice 00,0 o ] 4.00%
$1,200 o
) 3.33%

Current yield = annual interest + market price. $40 + $800 = 5.00%, $40 + $1,000 = 4.00%, $40 + $1,200 = 3.33%.

Source: FINRA, Bonds (investor education) Checked October 24, 2026

Current yield for a $1,000 par bond paying $40 a year. Formula: FINRA, Bonds, checked October 24, 2026.

Coupon, price and yield relationships

A bond's price and its yield move in opposite directions. When market interest rates rise, the price of an
existing bond falls until its yield matches the market.

From FINRA: "Price and yield are inversely related: As the price of a bond goes up, its yield goes down,
and vice versa." FINRA, Understanding Bond Yield and Return (https://www.finra.org/investors/insights/bond-yiel

d-return).

FINRA's own example uses a $1,000 bond with a 6% coupon bought at face value. If a comparable new
bond later pays 7%, you "might need to offer it at a price below face value because investors would now
expect to be making a 7 percent return" (FINRA, Brush Up on Bonds (https://www.finra.org/investors/insights/bonds -i

nterest-rate - changes-duration)).

Yield to maturity is the overall rate earned by buying at the market price and holding to maturity, counting
both the coupons and the repayment of par. Yield to call uses the call date and call price instead. The



coupon never changes, so only the price and the yields move.

Bond Name Current yield compared with the coupon  Yield to maturity compared with the current

price rate yield

Below par  Discount Higher Higher, because you also gain the discount at
maturity

At par Par Equal Equal

Above par  Premium Lower Lower, because you lose the premium at maturity

Worked example. A $1,000 par bond with a 5% coupon pays $50 a year. At $1,250 (a premium), current
yield is $50 / $1,250 = 4.00%. The bond repays only $1,000 at maturity, so the $250 premium is lost and
the yield to maturity is below 4.00%.

Check. Premium bond: coupon rate (5%) is above current yield (4%), which is above yield to maturity. The
order runs the other way for a discount bond.

Wrong method. Saying the coupon rate falls when the price rises. The coupon is fixed at issuance and tied
to par.

Taxable versus exempt income under a stated tax assumption

The tax-equivalent yield is the taxable yield that leaves you with the same after-tax income as a tax-
exempt bond: divide the tax-exempt yield by (1 - your tax rate). The question gives you the tax rate as an
assumption. You do not need to memorize a tax bracket.

From FINRA: municipal bonds "are typically exempt from federal taxation and, for investors who reside
in the state where the bond is issued, from state and local taxes, t0o." FINRA, Bonds (https://www.finra.org/in

vestors/investing/investment - products/bonds).

Worked example. A municipal bond yields 3.00%, its interest is exempt from federal income tax, and you
assume a 25% federal tax rate with no state tax.

1. Keep share aftertax: 1 - 0.25 = 0.75.
2. Tax-equivalent yield: 3.00% / 0.75 = 4.00%.

Check. A taxable bond yielding 4.00% loses 25% to tax: 4.00% x 0.75 = 3.00% after tax, the same as the
municipal bond.

Wrong methods. Multiplying 3.00% by 0.75 gives 2.25%. That taxes income that is already exempt.
Multiplying by 1.25 gives 3.75%, which is too low because the tax comes out of the taxable yield.

Conversion ratio, conversion value and parity

The conversion ratio is the number of shares one convertible bond buys: par value divided by the
conversion price. Conversion value and parity both build on that ratio.

From FINRA: "A convertible bond is a bond with the option to convert into shares of common stock of
the same issuer at a pre-established price." FINRA, Bonds (https://www.finra.org/investors/investing/investment-p

roducts/bonds).



Worked example. A $1,000 par convertible bond has a conversion price of $50 per share. The stock trades
at $56 and the bond trades at $1,080.

1. Conversion ratio: $1,000 / $50 = 20 shares per bond.
2. Conversion value: 20 shares x $56 = $1,120.
3. Parity price of the stock: $1,080 / 20 shares = $54 per share.

Check. At $54 a share, 20 shares are worth 20 x $54 = $1,080, the bond's market price. The stock now
trades at $56, above parity, so converting gives shares worth $1,120 against a bond worth $1,080.

Wrong methods. Dividing par by the stock price ($1,000 / $56) mixes up the conversion price with the
market price. Dividing par instead of the bond's market price by the ratio ($1,000 / 20 = $50) returns the
conversion price, which differs from parity.

NAV, offering price and load denominators

Net asset value (NAV) per share is a fund's total assets minus total liabilities, divided by the shares
outstanding. The public offering price (POP) adds the front-end sales charge, which is stated as a
percentage of the POP.

From Investor.gov: NAV is "the company's total assets minus its total liabilities." SEC, Net Asset Value (h
ttps://www.investor.gov/introduction-investing/investing - basics/glossary/net-asset-value).

From FINRA Rule 2341: "A 'front-end sales charge' is a sales charge that is included in the public
offering price of the shares of an investment company." FINRA, Rule 2341 (https://www.finra.org/rules - guidan

ce/rulebooks/finra-rules/2341).

Worked example. A fund holds $66 million in assets and owes $6 million, with 4 million shares outstanding.
A second fund has a NAV of $14.10 and a 6% front-end sales charge.

1. First fund NAV: ($66,000,000 - $6,000,000) / 4,000,000 shares = $15.00 per share.
2. Second fund: NAV is 94% of the POP, because the charge is 6% of the POP.
3.POP: $14.10/ (1 - 0.06) = $14.10/0.94 = $15.00.

Check. 6% of $15.00 is $0.90, and $15.00 - $0.90 = $14.10, the NAV.

Wrong method. $14.10 x 1.06 = $14.95. That treats the charge as a percentage of NAV, so the POP comes
out too low.

Sales charge percentage and invested dollars

The sales charge percentage is the dollar charge divided by the public offering price. The money left
after the charge buys shares at NAV.

FINRA Rule 2341 caps aggregate front-end and deferred sales charges at 8.5% of the offering price for
funds without an asset-based sales charge.

Worked example. A fund's POP is $15.00 and its NAV is $14.10. You invest $6,000.

1. Charge per share: $15.00 - $14.10 = $0.90.
2. Sales charge %: $0.90/ $15.00 = 0.06 = 6%.



3. Charge on your purchase: $6,000 x 0.06 = $360.
4. Invested at NAV: $6,000 - $360 = $5,640.
5. Shares bought: $5,640 / $14.10 = 400 shares.

Check. $6,000 / $15.00 POP = 400 shares, the same count.

Wrong method. $0.90 / $14.10 = 6.38%. That divides by NAV, and the rule states the charge as a
percentage of the offering price.

Breakpoints lower the percentage at larger purchase amounts. Under one of Rule 2341's rights - of -
accumulation schedules, the maximum aggregate charge is 7.75% on purchases of $10,000 or more and
6.25% on purchases of $25,000 or more.

Initial margin versus maintenance and equity

Initial margin is the 50% deposit Regulation T requires on a new margin purchase. Maintenance margin
is the 25% of market value FINRA requires the account to keep afterward. Equity is the market value
minus the debit balance (the loan).

From 12 CFR 220.12: the margin required is "50 percent of the current market value of the security."
eCFR, Regulation T (https://www.ecfr.gov/current/title - 12/chapter-1l/subchapter- A/part-220/subpart-A/section-220.12).

From FINRA Rule 4210: the maintenance margin is "25 percent of the current market value of all margin
securities" held long. FINRA, Rule 4210 (https://www.finra.org/rules -guidance/rulebooks/finra-rules/4210).

Worked example. You buy 400 shares at $50 in a margin account.

1. Purchase: 400 x $50 = $20,000.

. Initial margin at 50%: $10,000 deposit. Debit balance: $10,000.
. The price falls to $35. Market value: 400 x $35 = $14,000.

. Equity: $14,000 - $10,000 = $4,000.

. Maintenance requirement: 25% x $14,000 = $3,500. Equity of $4,000 is above it, so no maintenance
call yet.

a b 0N

Check. Equity reaches 25% of market value when the market value is $10,000 / 0.75 = $13,333.33. At that
value, equity is $3,333.33, which is 25% of $13,333.33.

Wrong methods. Using the 50% initial requirement to test for a maintenance call. Taking 25 % of the original
$20,000 purchase price instead of the current market value.

Firms may set higher margin requirements. Rule 4210 requires firms to "formulate their own margin
requirements”. A margin account also needs equity of at least $2,000, except that cash need not be
deposited beyond the cost of the securities purchased.

Share count, price and unchanged aggregate basis

A stock split changes your share count and the price per share, while your total value and total cost
basis stay the same.



From Investor.gov: a stock split is "An increase in the number of shares of a corporation's stock without
a change in the shareholders' equity." SEC, Stock Split (https://www.investor.gov/introduction -investing/investing-b

asics/glossary/stock - split).

From IRS Publication 550: "if you receive more stock from nontaxable stock dividends or stock splits,
you must reduce the basis of your original stock." IRS, Publication 550 (https://www.irs.gov/publications/p550),
checked November 4, 2026.

Worked example (forward split). You own 150 shares bought at $90, a total cost basis of $13,500. The
company declares a 3-for-2 split.

1. New shares: 150 x 3/2 = 225 shares.
2. New price: $90 x 2/3 = $60 per share.
3. Basis per share: $13,500/ 225 = $60.

Check. 225 x $60 = $13,500, the same total as before the split.

Worked example (reverse split). You own 500 shares at $2, worth $1,000. The company does a 1-for-5
reverse split: 500 / 5 = 100 shares at $2 x 5 = $10, still $1,000.

Wrong method. Keeping the old $90 basis per share after the split. That overstates your total basis as 225 x
$90 = $20,250.

Free printable study guide from sieexampracticetest.com/sie-exam-study-guide. SIE Exam Practice Test is independent and is
not affiliated with or endorsed by FINRA. Nothing here is investment advice. Practice every topic at sieexampracticetest.com.



