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Question: fﬁ ~ (Marks: 1} ~ Attempted F ed Questions: 4

Total Questions: 55

Market portion of risk can be represented through which of the following? =
WWW.VirtualAcademyLive.com

Standard deviation =

Beta coefficient \/ i

Correlation coefficient z

Vanance




| In Perfect’\{m'kels -t-hc .ratimal investors have diversified away which of the following? ;
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-

Company Specific Risk

™

Systematic risk

Non-diversifiable risk

Financial Management (MGT201)

| In a market where the SML (Security Market Line) has low slope. most of the investors

] »

are:
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. = e e
3

Risk lover

Risk averse

None of the given options I:J




What should be used to calculate the proportional amount of equity financing emploved
by a firm?
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| »

The book value of the firm

The sum of commeon stock and preferred stock on the balance sheet

-

The current market price per share of common stock times the number of shares i
~ outstanding \/ L
|I_|

The common stock equity account on the firm's balance sheet e
Cu

Which of the following is an example of floatation cost?
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ful »

Drawings by owners

*




| Iuthe\"vACC equat:on{rnxn + rexs + rpxp). Xp represents which of the following? ;
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” Wﬁght or Fraction of Total Capital value raised from bonds _._J
. L/
| Wl i Hicisa o Tl il et ittt ;
Weght or Facion of Total Captlvaue riedfrom common ok -
W Bk TAN O T -

The date on which the names of stockholders in the Stock Transfer Register of firm are =

documented is referred as: g
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Declaration Date =

Holder-of-record Date =

Ex-Dividend Date ks

Payment Date =




Mr. X is going to purchase the stock of ABC Company. Mr. X should purchase the stock ;
on which date so that he can be entitled to receive the dividend, keeping in mind the |5
ex-dividend date is December 77
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December 7 =

December 8 .

December 9 =

Company ABC offers its stockholders 10 % stock dividends and Mr. S is one of its =2
- stockholders being the owner of 250 stocks. How many shares Mr. 5 has after availing E

the stock dividend?
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250 .




All .at'. ;ﬁc following can.bc the possible benefits of maintaining the large amount in k=
current assets EXCEPT: =
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Lower opportunity cost of capital I‘I
High liquidity leading to better credit Rating =
.
Which of the following best matches this statement: “A policy under which relatively 5
large amount of cash, marketable securities, and inventories are carmmied and under which =
sales are stimulated by a liberal credit policy. resulting in a high level of receivable™?
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Fat cat working capital policy if.l
Lean & Mean working capital policy | i
Moderate working capital policy Iil
None of the given options |:I
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Which of the following depicts the break even point in best way?
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EBIT=0 .‘l

EBIT <0 3

None of the given options T

13

Which of the followings is an example of hedging (matunty matching) approach to
. financing working capital?
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Financing short-term needs with short-term funds LI
- \/
Financing short-term needs with long-term debt =

Financing seasonal needs with long-term funds =

Financing some long-term needs with short-term funds .




If selling price per unit falls and all other factors reman constant, the operating =
break-even points (units) will |5
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Fall 5 |
Rise =
Remain the same L2l
None of the given options ;I
Financial Manica MGT201) |
|
Which of the followings are the explicit costs associated with corporate default, such as =
fees paid to the lawyers and accountants? E
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Flotation costs i"
4
Default beta coefficients 22
L4
Direct bankruptcy costs | ‘I
Indirect bankruptcy costs I‘I




| me uhrch of the fo[lovnn g. negative net worth of the company is expressed? ] F:
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: F-..x.pa.'_:;'iencing a project failure I%J
_ Competitor s insolvency £|
Expmenmgtemcal msﬂhenc}r ................................................................................................................... |;|
. |
Exwmun gac Cmnmgm sohm m ............................................................................................................... l:l
-
Which of the following mathematical expressions refers to synergy? é
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24273 i
]
2*2 =5 ................................................................................................................................................................ !E
. \/
2+2=4 ............................................................................................................................................. Izl
| Nmeufﬂmgwmopnms _________________________________________________________________________________________________________________________________________ El




When market value of another similar firm is less than the cost of replacing the assets of |

yvour own firm, it is better to buy another firm. Itis known as: E|
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Spin-off Iil
Asset stripping |:|

| Calcnlate the Forward Rate for Rupee if the interest on 1 Year Maturity in Pakistan is =
10% and in Australia is 6% and the current spot rate is Rs 76/ AUD. =
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Rs. 456 per AUD 3




-

What is bid rate for currency?
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Buying rate for currency

L3

Forward rate of currency

Ask rate of corrency

[m] »

o

Rupees. You go to a money changer and he tells vou the selling rate of 1 Indian Rupee is

1.8041 PKR. The rate 1.8041 PKR is referred as:
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-
-

Bid rate

You have 15 Indian Rupees and vou want to exchange these Indian Rupees with Pakistan

Forward rate
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| Which one of the following concepts and technigues is NOT emploved while analyzing b
investment decisions? |

lom | w
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Discounted Cash Flows l_l

Time Value of Money 4

Forecasted financial statements I

Financial Management (MGT201)

Which of the given feature is an optional retirement provision that permits the issuing =

company to call back a debt issue before its maturity date at a particular date? 2
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Call in =

Call option =

Call provision [ol

Put option =




A; ;n;f;star.m:ll natmvcslm a particular stock if: I;I
WWW.VirtualAcademylLive.com

Stock's Required Return is lower than its Expected Return

Stock's Required Return is equal to its Expected Retumn

All of the given options i;
B
Financial Management (MGT201)
3

What will be rational decision of an investor if his required rate of return for a stock is
lower than the estimated retum?
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It is time to sell stock

Tt is time to buy stock

7
T3
»

It is time to buy and sell of stock

None of the given options




| »

Keeping into view SML equation, which of the given statement is CORRECT if stock p
=1
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Required rate of return of stock =Market retum

Under Net income approach, which of the following is a correct sequence of calculating
cost of capital?
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Net income — Total firm's market value — WACC ‘.l
Netincome — WACC — total firm’s market value e
WACC — Net income — market value of equity =

{

Market value of firm — WACC — Netincome




: IWW}

With current assets of Rs. 16,000; current liabilities of Rs. 10,000; and Inventory of Rs.

2500, current ratio would be: L
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1.35 .
r...
6.0 o
1.60 =
-
0.25 =
Financial Management (MGT201)
| Corporation C has invested a large amount in its fixed assets. Which of the following >
statements is likely to be true for this firm? =
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High profitability but low risk i:|
High profitability but high risk _L|
|
Low profitability but high risk I_.I
Low profitability but low risk |:|




All of the following are the components of CML (capital market line) equation EXCEPT:
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Rizk free rate of return i

Risk of the market &

Risk of stock portfolio =

3

Net present value =

Required ROR (rate of retumn) is different for every individual, but it is based on which
of the following?

Lml »
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Percerved Risk relative to Market =

Every Investor’s Personal Opportunity Cost of Capital preference =

Psychological Risk Profile of each Investor =

All of the given options 5




‘E‘.‘h;t- will be ﬂ:;: tfftc;ive interest rate if a bank offers 7% annual interest rate on fix =
deposit account semiannually? =]
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o
"
? m% ......................................................................................................................................... l :_I
)
- li
Nm:ufﬁmgﬁm uphm ............................................................................................................................................ ii
-
Thedeusmn .:;t.‘.me reqnued debt and equity ratio is made by which of the following? El
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Board of directors Ii
Banks il
memd maly st ...................................................................................................................................... l_:-!
-
Shauh nldm ............................................................................................................................ l :!
'
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Which of th-.: following is Not an example of bankruptcy cost? i"l
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._. Loss on sale of assets :l
| Faﬂpmdmtaw}rﬂsmd mcmmﬂts ................................................................................................................... ;—I
Dosbesmdtio Blogieis -
a
Fee paid to underwriters for issuance of stock :

Total risk increases with decreasing rate

Total risk remains the same =l

| »

Total risk increases faster than the leverage




- A stock has a beta of 1.2 and an expected return of stock is 10.4%. Treasury bills are
vielding 8%. You are required to calculate expected return of market with the help of
provided information.
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[l »

m




ﬁ’h;t "s.urmegies :m.t;e.l..t.s.'-e“dby the target firms to respond to hostile raid? _ 3
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_______________________________________________________________________________________________________________________________________________________________________________________________
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*

Kashish is ready made garments manufacturer for ladies. Its current assets for 1" quarter
of financial year 2011 were Rs. 873,535, During the 2* quarter of financial year 2011
inventory increased by Rs 100,000 Due to this increase current assets for the 2* quarter

increz!sedﬁum Rs. 3?5.555 to Rs. 975,555, .
Reauired Wbt vl wr conseduences on fnancal health o \WWW.VirtualAcademylive.com

current assets from 1" quarter to 2™ quarter?

m

m;s.ul.u EEEE ERREEEETTE

L3

| Comapnies like to raise capital through debt financing rather than through equity
financing. Why? |
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Question: 55  (Marks: 5) Attempted Questions: 4 Total Questions: 55

i Explain international CAPM Model for Global Market with its equation and global
efficient frontier.
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