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1. 100 ~®Jf:!Ti:~JH~ 3if.B9~;tt~Ff¥~ 0 Ef1~LHTEHruJt!.l!~:fU$:m 5%, 4ijif.{'.tJ~,-~ 0 

Z.~NfjJt!.l!~5fU$m 4.95%, m~if.{'.tJ~'-~ P§'~Nfj~~5fU$:m 4.90%, m-*{'t~,-~ ~Nrl=l~0 0 

P§'~Nfj®1f~iF:fU$(EAR):m (ImtirnA~/J~l!J~1& 21ft): 
(A) 4.90% (B) 4.97% (C) 4.99% (D) 5.01 % 

(1.025)2;:;1.0506, (1.0 125t=1.0509 

(1.02475i=1.0501, (1.012375)4=1.0504 
(1.0245f=1.0496. (1.01225)4=1.0499 

2. *m ;fi~Hm~1¥1EEARm:~®-~~~fj' 3iF1&-arPJ~]i@]tf,:P~?J 

(A) 1,157,625 (B) 1,157,956 (C) 1,157,294 (D) 1,158,377 

3. ~Wrtu~~Nfjit~$50,000 ' 7t 3if.{.~ , if.5fu*um;@:m 8% I m~if.@~~f§~ ~r&l~0 

Wm~@~~~Nfjtf,:P~? 

(A) 19,402 (B) 16,666 (C) 18,391 (D) 20,075 

:fJbF: 


.*if'J 4l~ 8%, '::"4=-'JJ'JPI~.4=-~JJt1t~.:r~ 2.5771 ' '::"4=-'JJ'JJ*4=-~~1t~.:r~ 3.2464 


4. *.LM ' ~!Y.lm 2 if.@~W&~1& ' ~.it~~Ur~~*m{I~M~1ftf,:P? 
(A) 17,964 (B) 16,666 (C) 17,029 (D) 18,587 

5. {*~~0'f:U*~I~rtu{$ft~fi~!.t~9H~, U7if.4ij~~Jt{'.t1*~0'f:U 20~, ;fifEl1* 
~A:tE1*~~Mr!'l~~1f~1:E1t- ' 7 if.f&-ar-~~rm 20*7=140~, 7if.~!ft;Ei~;m9}~tOI:RT~jrm

',' 

1500 ~ §j9}fF1~El1W~Nfj1¥~if.5fU$m 3% ~r&lPJr~~I!Y~~~Ha~? :.~,0 0 

1. ~m 7~-arff~fiJT.f*~.fflMB~Jirm ' F,~PJ.jll~H¥ri1f~* 0 

II. ~m~1'Jlf*~1&~Nfj~1::fU/~, · fiJTPJ~~~1*¥~fflG*mt~ 7 if.~!ft~MjllQrm1&~ . 
®:fU,~, 0 

III. :tE 3%~5fIj$r 7M~M*if.:!Ti:~{W:~Tm 7.6625 ' lZ5lJl;b~5i1*.!ftfiJT~I~®ti®E3'}I 

~1*JUBm 1.73 ~5T; 0 

IV. :tE 3%®5fIj$r ' 7 Wla~Wl*if.:!Ti:~{W:~T:m 7.6625 ' ~ltt~R¥!ft?JT~-a®~~~9} 
~1*.*fJm 2.26 ~:rG 0 

(A) {1l! I lEa (B) {1l! II lEa (C) {1l! II, III lEa (D) II, IV lE1Jt 

6. ~rl=l~j;Jrn1J~®-arF1g~t~Jfm3';fa~.~¥&IllH$1'~1i~715fU*~JW:I2§? 
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I. ~f.f;jlfJi~~· Q 

II. ffi1*fiffJJUMitWtl:\ Q 

III. f~~WlrJj'i'r:pffi;fIj$?BlWJ Q 

IV. flJ,~tF.J¥H~~~Ii$::f~~mf!J$ Q 

(A) 11ii I, II lEim (B) f1ii I, III, IV lEim (C) til I, II, IV lEim (D)?JTff~~~lEim 

7. ~1L~j:Jl'~~n]~®Himl¥.J? 


L f~~:t'I:I&m3!fB?,&HiM¥&IDIf$1N:~, ffl~~fi1}PJllllMl¥.J;jI$t!111tk Q 


II. t£~fif!{~ftj:~§IE]Zl', m¥fl1l~a'9mflj$frf~fi3fflfj3!f Q 

III.~~~1}P)m~~~~~~~t£HiM1}P]~~~W~~~~~3!f~~~fii}PJtF.J~~~, 

IZSIJttm;fU$frtt~1if!{~{tj:~§ ~{§.::ffi~~~a'91}PJfJt~ Q 

IV. ;a:i}P]~fi~llJ(@lfJt3!f, ftfU~7t~~~j:JH3!f~i@l1t~~fiJ;J~f!&~~~* Q 

(A) I lEl.ii (B) {I I,II lEim (C) 11ii I,ll, III lEim (D) I,ll, IV lEim 

8. 'i'frj$l'~~, J;Jl'~]~-1im3!ftF.J1Jlf~M~J::~mt~? 
(A) 20 ~1&¥UM, m;fIJ$=4%a'9*,~,1}1Jf 
(B) 20 ~1&¥UM, ~OOfrj$::::5%, mf!J$=4%a'91}1Jf 
(C) 15 ~&¥UM, ~OOflj$~ 5%, mf!J$=4%a'91}1Jf 
(D) 15 ~1&¥UM, ~im;f!J$~ 5%a'9±J'I:I&m3!f 

9. l'imfirMd 5 S:lf6.2¥ (Bias) "& 5 B~§J.t5il~~fEH~ (RSI) 1¥~~~n]~®~IEima'9 

I. ;a:i}~~H 5~i.~ , Ytlj Bias>5% Q 

II. ;a:i}P)~~H 5~l'~ , !'tU RSI=O Q 

III. 'i' RSI<20 ~, Bias Jl,?,&<-5% Q 

IV. -~*~RSI>80 ~Wtl:\W\~, Bias<-5%~~AW\5JJt Q 

(A) f1ii I, IV IE~ (B) 11ii II, IV IE~ (C) {I III, IV IE~ (D) {I I,ll, IV IEim 

.tk1F: 5 EI;f1jj1Hi.ijUMl =5 EI qtjf11t.J:.~.sp..l~/5 EI ~tjfl1tfh.sp.~*100, 


5 El 3jE8.ii£. :;;: (~ El ~t.11- 5 El.sp..l~~tjf11)/5 a .sp..l~~t.1I*100% 


1O. l'imn]~J!:!;l~.i}p]~~*a'9l1;f1J 
L ~**frJ::~~~1}P]I$a'9l1flJ 

II. i}P]~~~~fi{l*~?6JJa'9l1;f1J 
III. i}~~f!J~~~~7t!E(il~~flJ)a'9l1jJ 

IV. tEi}P]*~1f::f~m.~tnff1l*~ffta'9l1ffj 
(A) f1ii IV (B) f1ii II, IV (C) III, IV (D) I, IV 

11. B.IB.Ii}P):iiI'i'a'9fJTtJ!$ r ~ 20%, mM~~1i~:ii~(EPS)""10, ~r:p 4 7C~~;f1J (D1=4), ~ 
~ 6 7Cffl*f~Jtffa'9Rim, ~f~~l¥.J~*1I~¥lUH[2¥(ROE)=0.30 Q ~1L~:fLHlJ~fljfJTtJ!fl~ 

http:f~~l�.J~*1I~�lUH[2�(ROE)=0.30
http:qtjf11t.J:.~.sp
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(dividend discount model, DDM) ~~z2}PJmt:lIffi$1riJ?' 
(A) 50 (B) 188 (C) 200 (D)'240 

12. ~..trm ' ~rl:t~~2}"S'Ja'gniG~~frJl100:(present value ofgrowth opportunity, PVGO)~1riJ? 
(A) -150 (B) 0 (C) 50 (0) 150 

13. ~rJrFtmn,H~®JJ[~~rP:t!h~lf~59i~~$'~:fm. 
I. . zp:¥-3ffi] ~, ¥1flfF~~.A.a;g*.%!:~1*nj&*IU.~ 
II. 4-7(mt:~a;g¥&~{~Il1=7(a;gmt:~~IDlhm~t..ta;g;ffilmtifjm: 0 
III. 2}PJa'g[jg$.A.±;fUm[jg~m}~,-arJ;JlifI&4*U 
IV. ~jt.A.~1*?&frfffMEa;glVf~5}*JT2}PJMl;ij¥&~ffi]31*!J 

(A) {j[ I, N (B) {j[ LIII, N (C) I, II, N (0) I, II, III, N ~::f~i. 

14. 	mt:~ E a;g¥&fiI1i~~~~ 20%, {3=2; mt:~ C ¥&~l~~~~ 30%, {3=1.2,~3tmt:~¥&~$a'g 
*§rm{*,I&~ 0.9 0 ~rl:t~NIDa;g~ill!n,H~®~lEfita;g? 

I. mt:~ E a;g~m~{~1R'mt:~ C 

II. mt:~ E j5fi~a;grP:t!hm~~1R'mt:~ C 

III. ;am 112 a;gti~~mt:~ E, ;tt~~~mt:~ C, 9lUJJ;G~jt*J3:amM¥&~f$a'g;fl~~~ 25% 0 

N. ;am 112 a;gti1~jimt:~ E, ;tt~~jimt:~ C, 9l!JJ.CG1~ji*Ji.g-a;g {3=1.6 0 

(A) 1l! I, II (B) {j[ II, N (C) I, II, N (0) I, II, III, N 

15. ~..trma;g~JE ' ~~~~~ E &mt:~ C a;gmM¥&I£1H$~~ 20% ' ~m~~;f!J$~ 5% ' m 
t~m~~~~~ 7% ' ~rl:t~l'ima'g~~n,H~®fi~ta;g? 
I. mt:~ E a'g:l:lftt$ (Sharp ratio, or Sharp index) ~ 0.75 0 

II. H C a;g~fl:JtC$ (Treynor ratio, or Treynor index) ~ 12.5 0 

III. mt:~ E a;g Jensen's alpha ~ 1 % 0 

IV. f.j-f~ §frj:ML*~~tt1riJm~'[~jtmB'g~jt.A.*~ , Jf!{~~19:jtmt:~ C 0 

(A) I (B) II, III (C) {j[ I, II, III (0) I, II, III, N 

16. ~rl:t~J;Jl'rm1i~.*~jinllf~ (CAPM) a;g~~nll~®~lEFla;g? 

I. )ltjia;gmWJ~~~~)ltm~tta'g~&Em~~J;J&rP:t!ha;gm~~~~rm, 1§'!Ji!~jt@Ia;g1~J3tlm 

1li~1m· 

II. {3 ~fta'g~~)ltjia'g~&Emlli, {3=2 {~~~.m¥&ID[1f5l~tit~~~7Bt:!lVjrm)t3iU~.a;g~Jl*Wt 
~:Jdia'g 2ffl 0 

III. {3 ~-ar~E~ 0, 1§.~::f-ar~E~!ftfOO: 0 

IV. ~• .A.Jf!~fi9G~tI {3 ~/J\a;gmt:~ 0 

(A) IIlEFl (B) {j[ I, II lElit (C) I, II, ill lElit (0) {j[ I, II, N lEFl 
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17. m~~~lt!fmJZ:~~~~tm-"f ' 1;~ CAPM nlG:fL, ~rl'l~~I1~;fU?¥ Rp ~ 

(A) 2.5% (B) 5% (C) 7.5% (D) 10% 
.-.-:-~------

Fln.mr B~~A Jl)<.'7.J"';" 

E(R) 0.2 0.15 

(3 2 1 

18. ~rl:l~~~jjjf*Mi.~1tt~f!~lfij (trade.offtheory) , P)-"fW~i5t-"f1}l§jJ!!~~~iJt? 

1. Wjm (~;fU$*?JH~m&~~?JH~m) ~-z1& 

II. i&Jffm~gg*~mU ' 0l§jft~~=¥tftJ.m 

ill. 0l§j*~:f:IA~n~rl'l~JmM:lI1t!f 

(A) ill (B) I, II (C) I, ill (D) I, II, ill 

19. ~rl:l~j))l"n}j~®~jf*Mi{~~M!ll~II~Ul:f:lIDfij (pecking order theory) "j:ij"~:fL~{~{lj:? 

I. 0l§jH~!M~*rdj~{-t:f:lrl'l~Jm 0 

II. ~fJ0l§jiJt~ruJfe~JZ:f"1~~f!lrm~fJftm 0 

ilL m:!;fh:t)tilA~~mt~wH.ltBJj*MCtEs~~1i5~{~{i5 • 
N. 9HiB~ilA:f~~Fm~~~*0EJ~ilgg31;fU"~JJ 0 

(A) fl I, II (B) {1i.[ I, III (C) ~ II, ill (D)f1i.[ II, IV 

20. H 0EJffiHaJ3~&t&fF1fr~fr{ff~;fU 10 7C '?&1&lffl3fP!*· {tJ\~ H 0l§j~~* 'W::ffl 
100 ~l§j~~~,{tJ\Ml:f:;;1K0~§mr~.JR;fU~'{tJ\;ffl-~0l§jSJ3fF~ 12 7C'1&fF~ 7.9 7C ' 

1;~1}~~jiIi~~.~~*~ 5% ' {tJ\~~DW~~E:;fU? 

(A) :tEaJ3fF~/~,ZUf!il21 ~~~ 0 

(B) :tElY3fF~/~,ZmrJ[f!il21 ~~~ 0 

(C) :tEaJ3fF~/~,Z1&11f~~A 21 ~~~ 0 

(D) :t£aJ31f~J(~!-ZmI{tr~~A 21 ~~. 

21.lfa stock is purchased for $25 per share and held one year, during which time a $1.75 dividend is 


paid and the price climbs to $26.75, the nominal rate ofreturn is: 


(A) 13.00% (B)14.00% (C) 20.00% (D) 27.. 00% 

22. Which component is more likely to be biased ifbook values are used in the calculation ofWACC 


rather than market values? 


(A) Debt (B) Preferred stock (C) Common stock (D) All categories should be equally biased .. 

23. Which of the following statements is correct for an investor starting with $1,000 in common 

stocks over a 20-year investment horizon in which stocks averaged 11 % in nominal terms and 40/0 in :i . 

real terms? The portfolio value is now approximately: 
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Hint: (1.11)2°=8.06231, (1.04)2°=2.19112, (1.055)4°=8.513309, (1.02)4°=2.20804 

(A) $1,800 in real terms. 

(B) $3,679 in real terms. 

(C) $3,870 in nominal terms. 

(D) $8,062 in nominal terms. 

24. Calculate the profit pet share for ali investor that exercises a put option with a strike price of $60 

when the stock is selling for $46 and the premium for the put option was $4. 

(A) ($14) (B) ($10) (C) $10 (D)$18 

25. 	 Project Ahas a 10 percent cost ofcapital and the following cash flows: 
Project A 

Year Cash Flow 
--0- -$300 

1 100 
2 150 
3 200 
4 50 

What is Project f:s discounted payback? 

(A) 2.25 years (B) 2.36 years (C) 2.43 years (D) 2.50 years (E) 2.57 years 

26. Assume that shares in A limited have a beta coefficient of 1.2. The market risk premium is 8% 

and the risk-free rate is 5%. What is A limited's cost of equity capital? 

(A) 14.0% (B) 14.5% 	 (C) 14.6% (D) cannot be calc~lated (E) 4.6% 

27. WACC unadjusted is known as unadjusted because: 

(A) it is not adjusted for implicit costs of debt and equity 

(B) the discount rate is not the appropriate discount rate 

(C) it is not adjusted for taxes 

(D) the cash flows are post-tax cash flows 

(E) both A and C 
.- ," ~..-., 

28. Which of the following is correct concerning terms of trade credit of 4/10, EOM, net 90? .' '! ";-"';' 

(A) The discount period expires on the last day of the month. 

(B) The invoice becomes delinquent 90 days after the last day of the month. 

(C) The discount period ends on the tenth day of the month following the invoice. 

(D) The discount period ends either 10 days after invoicing or at the-end of the month, whichever is 

earlier. 

29. Adams Audio is considering whether to make an investment in a new type ~ftechnology. Which of 

the following factors should the company consider when it decides whether to undertake the investment?· 

\( 
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(A) The company has already spent $3 million researching the technology. 

(B) The new technology will affect the cash flows produced by its other operations. 

(C) If the investment is not made, then the company will be able to sell one of its laboratories for $2 

million. 

(D) Statements b and c should be considered. 

(E) All ofthe statements above should be considered. 

30. An inventory turnover of3.5 times indicates that: 

(A) we bought our inventory 3.5 times 

(B) we sold our inventory 3.5 times 

(C) we bought and sold our inventory 3.5 times 

(D) we held 3.5 times our inventory 

(E) both A and D 

31. One way to obtain a credit commitment from a customer before the goods are delivered is to 

arrange a(n): 

(A) sight draft 

(B) commercial draft 

(C) banker's acceptance 

(D) conditional draft 

(E) open draft 

32. Suppose that your firm has a cost of equity of 18% and a cost of debt of 8%. If the target DIE is 

0.60 and the tax rate is 35%, what is the firm's WACe? 

(A) 13.10% (B) 13.12% (C) 13.20% (D) 13.32% (E) 13.02% 

33. Corporate charter provisions allowing existing shareholders to purchase stock at some fixed price 

in the event of a hostile outside takeover attempt are called a: 

(A) leveraged buyout 

(B) poison pill 

(C) share rights plan 

(D) golden parachute 

34. Which ofthe following statements is most correct? 

(A) Ifa stock's beta increased but its growth rate remained the same, then the new equilibrium price of the 

stock will be higher (assuming dividends continue to grow at the constant growth rate). 

(B) Market efficiency says that the actual realized returns on all stocks will be equal to the expected rates 

ofreturn. 
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(C) An implication of the semistrong form of the efficient markets hypothesis is that you cannot 

consistently benefit from trading on information reported in The Wall Street Journal. 

(0) Statements a and b are correct. 

(E) AIl of the statements above are correct. 

35. The value ofa firm is maximized when: 

(A) the WACC remains the same 

(B) the WACC increases 

(C) the WACC is minimised 

(D) WACC has no bearing on the value of the firm 

(E) WACC is minimised but the discount rate increases 

36. Daniel is expected to pay a $1.00 per-share dividend at the end of the year (01 =$1.00).. The stock 

sells for $20 per share and its required rate of return is 11 percent. The dividend is expected to grow at a 

constant rate, g, forever. What is the growth rate, g, for this stock? 

(A) 5% (B) 6% (C) 7% (0) 8% (E) 9% 

37. Which of the following statements is most correct? 

(A) Ifa stock's beta increased but its growth rate remained the same, then the new equilibrium price of the 

stock will be higher (assuming dividends continue to grow at the constant growth rate). 

(B) Market efficiency says that the actual realized returns on all stocks will be equal to the expected rates" 

ofretum. 

(C) An implication of the semistrong form of the efficient markets hypothesis is that you cannot· 

consistently benefit from trading on'information reported in The Wall Street Journal. 

(0) Statements a and b are correct. 

(E) AIl ofthe statements above are correct. 

38. Which of the following statements is most correct? 

(A) The cost ofretained earnings is the rate ofreturn stockholders require on a firm's common stock. . 

(B) The component cost ofpreferred stock is expressed as kp(1 - T), because preferred stock dividends are 

treated as fixed charges, similar to the treatment ofdebt interest. 

(C) The bond-yield-plus-risk-premium approach to estimating a finn's cost of common equity involves 

adding a subjectively determined risk premium to the market risk-free bond rate. 

(0) The higher the firm's flotation cost for new common stock, the more likely the fum is to use preferred 

stock, which has no flotation cost. 

(E) None ofthe statements above is correct. 
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39. Adams Audio is considering whether to make an investment in a new type of technology. Which of 

the following factors should the company consider when it decides whether to undertake the investment? 

(A) The company has already spent $3 million reSearching the technology. 

(B) The new technology will affect the cash flows produced by its other operations. 

(C) If the investment is not made, then the company will be able to sell one of its laboratories for $2 

million. 

(D) Statements b and c should be considered. 

(E) All ofthe statements above should be considered. 

40. Real Time Systems Inc. is considering the development of one of two mutually exclusive new 

computer models. Each will require a net investment of $5,000. !he cash flows for each project are 

shown below: 
Year 

1 
2 
3 

Model A 
$2,000 
2,500 
2,250 

ModelB 
$3,000 
2,600 
2,900 

Model B, which will use a new type of laser disk drive, is considered a high-risk project, while Model Ais 

an average-risk project. Real Time adds 2 percentage points to arrive at a risk-adjusted cost of capital 

when evaluating high-risk projects. The cost of capital used for average-risk projects is 12 percent. 

Which of the following statements regarding the NPVs for Models Aand B is most correct? 

(A)NPVA=$ 380;NPVs =$1,815 

(B) NPVA:;; $ 197; NPVs = $1,590 

(C)NPVA=$ 380;NPVs ';'$1,590 

(D) NPVA =$5,380; NPVB := $6,590 

(E) NPVA=$ 1~7; NPVB = $1,815 
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