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Answer the following questions in either Chinese or English. Make sure your handwriting is
readable. Twenty points for each of the following five questions with a total of one hundred.

1. The volatility of cash flows varies in different industries. How would this affect the
capital structures of industries? Please elaborate and use illustration if necessary.

2. Over-the-counter(OTC) share markets play important role in today’s financial world.
Please describe how an OTC market functions and compare it with a traditional equity
exchange. Use major U.S. markets to exemplify your analysis. Also, please provide
the names of major OTC markets in Japan and Korea.

3. From the perspective of agency cost theory, what is the difference between high and
low dividend payout rates? Please elaborate.

4. Why would a call feature be valuable to a company issuing bonds?

5. What possible problems might be associated with the assumptions used in applying
the weighted average cost of capital method?




