—m BUSINESS ADMINISTRATION | FM | PRACTICE QUESTIONS]

Practice Question - FM

Q.1. Shares in ABC Co. have a beta of 0.8. The market is giving a return of 15% and the risk free rate
is 8% . What will be the ABC’s cost of equity ?

Q.2 . The risk-free rate is 5% and the market risk premium is 10%. The beta of Stock A is l.@’

standard deviation is 30%. What is the expected return of Stock A ?

Q.3. Company ABC has a capital structure of 60% equity and 40% debt. The company’s &guity cost
is 10%, while the cost of debt is 6%. The company’s tax rate is 25%. What is the WACE for the
company if the market value of equity is 600,000/- and the market value of debt @00,000/-

Q.4. During FY22, PTCL generated a return of 5.5%. As per their latest ang @ort (Financial
statment), the company has an outstanding debt of Rs.50.0 million and cg % equity valued at
Rs.70.0 million. It also has incurred Rs.2.0 million interest expense oprigsNdebt. On the other hand, the
risk-free rate of return, market return, and beta are 1.5%, 4.0%,%0'.%cspectively.

Calculate WACC using the given information and check whefher the 5.5% investment return
exceeds the cost of capital if the tax rate is 32%. Q\

Q. No. 2. Cakukite payback period, required rate of return is 12% for net present value and 20)
profitability index.

0 Intial Cash outllow $ 1,00,000
1 Cash flows $34.432
2 Cash flows $39,530
3 Cash flows $39.359
3 Cash fows $32219 I
v 4
Q. No. 8. Tiger Corporation is considering to invest in a given project. After tax cash flows of the  (20)
projects are given below:
8 Years Project (S)
S Initial
' Cash Flow 150,000
A 1 50,000
b 2 56,000
3 64.000
4 68,000
5 72,000
Determine Payback Period, Net Present Value and Profitability Index using 13% as
y u required rate of return.

C;!— 2017 = Q. No. 8. Discuss the three common capital budgeting decision techniques with examples and formulas (20)
# CSS-2019 = Q. No. §. Discuss the three common capital budgeting decision techniques with examples and formulas.(20)

CSS-2016 = Q.NoJd. Discuss the features of various types of Financial Markets (20)
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