MGT 201 - Financial Management
(Quiz # 5) 450+ Quizzes solved by Muhammad Afaaq
Afaaq_tarig@yahoo.com
Date Monday 31 January and Tuesday 1 February 2011

sec(s)

Question # 1 of 15 ( Start time: 10:08:42 AM ) To :

How dividend yield on a stock is similar to the curr mn a bond?
Select correct option:

Both represent how much each security’s pricMcr ase in a year
Both represent the security’s annual income divided by its price

Both are an accurate representation of flge total @nnual return an
investor can expect to earn by owning t ecurity

Quiz Start Time: 10:08 AM
Time Left 89 .2

Both are quarterly yields that must be a ized

Quiz Start Time: 10:08 AM (b

Time Left 89

sec(s)

Question # 2 of 15 ( Starti :09:38 AM ) Total Marks: 1
Which of the following i e type of Hybrid organizations?

Select correct option:
S-Type Corporatio
Limited Liability Ra ip
Sole Proprietorship
Professior@on

T

| : 10:08 AM

Question # 3 of 15 ( Start time: 10:10:07 AM ) Total Marks: 1
Which of the following is the cash required during a specific period to
meet interest expenses and principal payments?

Select correct option:

Debt capacity

Debt-service burden

Adequacy capacity

Fixed-charge burden



Quiz Start Time: 10:08 AM

Time Left 89

sec(s)

Question # 4 of 15 ( Start time: 10:10:42 AM ) Total Marks: 1
How can a company improve (lower) its debt-to-total asset ratio?
Select correct option:

By borrowing more

By shifting short-term to long-term debt

By shifting long-term to short-term debt

By selling common stock

Quiz Start Time: 10:08 AM (b
Time Left 89

sec(s)

Question # 5 of 15 ( Start time: 10:11:15 AM)) Tota s: 1

Which of the following can not be the drawbac ing payback
period technique of capital budgeting?

Select correct option:
It does not account for time value of mop

O
Iculations
It is a tricky and complicated method
Quiz Start Time: 10:08 AM \
Time Left 89

sec(s)

Question # 6 of 15 (

e: 10:11:54 AM ) Total Marks: 1
Which of the followihgni ilar between Return on investment and
Payback perigd s of Capital budgeting?
Select corre%
Involvement4f | est rate while making calculations
Do not account for time value of money
Tricky comiplicated methods
t en options

Quiz rt Time: 10:08 AM

Time Left 89

sec(s)

Question # 7 of 15 ( Start time: 10:12:33 AM ) Total Marks: 1
Upon which of the following a firm's degree of operating leverage
(DOL) depends primarily?

Select correct option:

Sales variability

Level of fixed operating costs



Closeness to its operating break-even point
Debt-to-equity ratio

: Quiz Start Time: 10:08 AM

Time Left 89

sec(s)

Question # 8 of 15 ( Start time: 10:13:11 AM ) Total Marks: 1
Which of the following factors might affect stock returns?

Select correct option:
Business cycle
Interest rate fluctuations
Inflation rates (b

All of the above (b

Quiz Start Time: 10:08 AM &

Time Left 89

sec(s)

Question # 9 of 15 ( Start time: 10:13:43 AM ) Yotal Marks: 1

A company whose stock is selling at a P/étio greater than the P/E

ratio of a market index most likely has

Select correct option: %
An anticipated earnings growth r is less than that of the
average firm ﬂ

A dividend yield which is less than that of the average firm

Less predictable earnings w)«tﬁan that of the average firm

Greater cyclicality of ea owth than that of the average firm

Quiz Start Time:
Time Left 89
sec(s)

Question # 0 ( Start time: 10:14:31 AM ) Total Marks: 1

@wing is the value of beta for the market portfolio?

e ption:

1.
.0
.5

o [ !

Quiz Start Time: 10:08 AM

Time Left 88

sec(s)

Question # 11 of 15 ( Start time: 10:15:01 AM ) Total Marks: 1
Which of the following is the stability of a firm's operating income?
Select correct option:



Financial leverage
Weighted-average cost of capital
Capital structure

Business risk

: Quiz Start Time: 10:08 AM
Time Left 89

sec(s)

Question # 12 of 15 ( Start time: 10:16:13 AM ) Total Marks: 1

Which of the following is the maximum amount of debt (and ot
fixed-charge financing) that a firm can adequately service?

Select correct option: (b

Debt capacity
Debt-service burden
Adequacy capacity
Fixed-charge burden

Quiz Start Time: 10:08 AM
Time Left 89

sec(s)

Question # 13 of 15 ( Start time: 1Q:
Which of the following is a major i
of organization?

Select correct option:
Double taxation of dividends
Inability of the firm to r e sums of additional capital

AM ) Total Marks: 1
tage of the corporate form

Quiz Start Ti 1 AM

Time Left%
i of 15 ( Start time: 10:17:27 AM ) Total Marks: 1

orrect option:
Sum of Debits = Sum of Credits
Sum of Debits >Sum of Credits
Sum of Debits < Sum of Credits
None of the given options
Quiz Start Time: 10:08 AM
Time Left 89
sec(s)
Question # 15 of 15 ( Start time: 10:17:58 AM ) Total Marks: 1




Which of the following techniques would be used for a project that has
non-normal cash flows?

Select correct option:

Internal rate of return

Multiple internal rate of return

Modified internal rate of return

Net present value

Quiz Start Time: 06:46 PM m
Time Left 89 (b
sec(s)

Question # 1 of 15 ( Start time: 06:46:00 PM ) To 1

Nominal Interest Rate is also known as:

Select correct option:

Effective interest Rate

Annual percentage rate

Periodic interest rate

Required interest rate

Quiz Start Time: 06:46 PM (b
Time Left 83
sec(s)
Question # 2 of 15 ( Start i :46:55 PM ) Total Marks: 1
Which of the following s s is correct for a firm that currently
has total costs of carr ordering inventory that is 50% higher

than total carrying g0%ts:
Select correct optio ‘
Current ordersiz greater than optimal
Current ord 2 js less than optimal

Per unif catryi osts are too high

The optimal order size is currently being used

: I rt Time: 06:46 PM

Time“Neft 89

sec(s

Question # 3 of 15 ( Start time: 06:48:09 PM ) Total Marks: 1
Which of the following can be used to calculate the risk of the larger
portfolio?

Select correct option:

Standard deviation

EPS approach



Matrix approach
Gordon’s Approach

Quiz Start Time: 06:46 PM
Time Left 89
sec(s)
Question # 4 of 15 ( Start time: 06:48:53 PM ) Total Marks: 1
is paid by companies with lower grade bonds like CC or C

ratings.
Select correct option:
Default risk premium (b

Sovereign Risk Premium

Market risk premium

Maturity risk premium

: Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 5 of 15 ( Start time: 06:49: ) Total Marks: 1

Which of the following formulas represe orrect calculation of the

degree of operating leverage?
Select correct option:

(Q - QBE)/Q

(EBIT) / (EBIT - FC)

[Q(P-V) + FC] /[Q(P-V)]
Q(P-V) / [Q(P-V) - FC]

: Quiz Start Time: 6

Time Left 89

sec(s)

Question # f Start time: 06:50:17 PM ) Total Marks: 1
Which a(% Is NOT true regarding the market portfolio?
Select e ption:

Ligimcludes publicly traded financial assets

It is the tangency point between the capital market line and the
indifference curve

All securities in the market portfolio are held in proportion to their

market values
It lies on the efficient frontier

Quiz Start Time: 06:46 PM

Time Left 88

sec(s)

Question # 7 of 15 ( Start time: 06:51:18 PM ) Total Marks: 1



Which of the following is a capital budgeting technique that is NOT
considered as discounted cash flow method?

Select correct option:

Payback period

Internal rate of return

Net present value

Profitability index

Quiz Start Time: 06:46 PM
Time Left 89
sec(s) z

Question # 8 of 15 ( Start time: 06:51:57 PM ) Total Mark
Where the stock points will lie, if a stock is a part o
portfolio?

Select correct option:

It will lie below the regression line

It will line above the regression line

It will line exactly on the regression line

It will be tangent to the regression line

: Quiz Start Time: 06:46 PM
Time Left 89

sec(s)

Question # 9 of 15 ( Start time:
Which of the following porjfalio
Select correct option: A’
A portfolio's expected return is a simple weighted average of expected
returns of the individual securities comprising the portfolio.

A portfolio's gta T iation of return is a simple weighted average
of individual s eturn standard deviations.

The square& portfolio's standard deviation of return equals its

r of a portfolio's standard deviation of return equals its
t%of variation.

rsified

:52:46 PM ) Total Marks: 1
tistics statements is correct?

Quiz rt Time: 06:46 PM

Time Left 88

sec(s)

Question # 10 of 15 ( Start time: 06:53:57 PM ) Total Marks: 1

How "Shareholder wealth" is represented in a firm?

Select correct option:

The number of people employed in the firm

The book value of the firm's assets less the book value of its liabilities



The market price per share of the firm's common stock
The amount of salary paid to its employees

: Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 11 of 15 ( Start time: 06:54:39 PM ) Total Marks: 1
Which of the following is a limitation of a Corporation?

Select correct option:
Easy to set up
Double-taxation (b

Inexpensive to maintain

Unlimited liability (b

Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 12 of 15 ( Start time: 06:55438 PM \Jotal Marks: 1
Which of the following is related to the ower financial leverage?

Select correct option:
Fixed costs

Variable costs

Debt financing

Common equity financing

: Quiz Start Time: 06:4
Time Left 89

sec(s)
Question #
Which of the 0

Select corre ioN:
Itis a it
It has e e end

Iigis,a conspant stream of identical cash flows
All of the given options

rt time: 06:56:13 PM ) Total Marks: 1
is/are the characteristic(s) of Perpetuity?

Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 14 of 15 ( Start time: 06:56:57 PM ) Total Marks: 1
Which of the following is the cash required during a specific period to
meet interest expenses and principal payments?

Select correct option:

Debt capacity



Debt-service burden
Adequacy capacity
Fixed-charge burden

Quiz Start Time: 06:46 PM

Time Left 88

sec(s)

Question # 15 of 15 ( Start time: 06:57:29 PM ) Total Marks: 1

Which of the following is related to the use of higher operating
leverage? m

Select correct option:

Fixed costs (b
Variable costs

Debt financing

Common equity financing

Question # 1 of 15 ( Start time: 07:04:84 PM ) Total Marks: 1

The weighted average of possible return the weights being the
probabilities of occurrence is referre
Select correct option:

Probability distribution
Expected return
Standard deviation
Coefficient of variatio

Question # 2y0f @t time: 07:05:44 PM ) Total Marks: 1
If a firm ha DOL of 5 at Q units, what would be the effect on sales
and EBIT

Select e ption:

If ise by 5%, EBIT will rise by 5%
If salés'rise by 1%, EBIT will rise by 1%
If sales rise by 5%, EBIT will fall by 25%
If sales rise by 1%, EBIT will rise by 5%

Question # 3 of 15 ( Start time: 07:06:41 PM ) Total Marks: 1
According to timing difference problem a good project might suffer
from IRR even though its NPV is



Select correct option:

Higher; lower
Lower; Lower
Lower; higher
Higher; higher

Question # 4 of 15 ( Start time: 07:07:31 PM) Total Marksy
Calculate the break-even point for sales revenues given the fol
information. The firm has Rs.1, 000,000 in fixed costs. The fi
anticipates that variable costs will be Rs.1 for every Rs.5 i

Select correct option: (b

Rs.1, 250,000
Rs.1, 000,000

Rs.250, 000

Rs.200, 000

Question # 5 of 15 ( Start time: 07: ) Total Marks: 1
Effective interest rate is different inal rate of interest
because:

Select correct option:

Nominal interest rate i}@mpounding

Nominal interest rate inelu frequency of compounding
Periodic interest rate ignores the effect of inflation

All of the giv, R)&

@5 ( Start time: 07:08:53 PM ) Total Marks: 1

esponsibilities are primarily assigned to Controller and
pectively?

rect option:

Operational; financial management
Financial management; accounting
Accounting; financial management
Financial management; operations

Question # 7 of 15 ( Start time: 07:09:21 PM ) Total Marks: 1
Who determine the market price of a share of common stock?



Select correct option:

The board of directors of the firm

The stock exchange on which the stock is listed
The president of the company

Individuals buying and selling the stock

Question # 8 of 15 ( Start time: 07:10:19 PM) Total Marks: 1
Which of the following is NOT an example of a financial interm

Select correct option:
Wisconsin S&L, a savings and loan association (b
Strong Capital Appreciation, a mutual fund

Microsoft Corporation, a software firm
College Credit, a credit union

Question # 9 of 15 ( Start time: 07:11:
Which of the following is a limitation of &
Select correct option:

Easy to set up
Double-taxation

Inexpensive to maintai
Unlimited liability
Question # o) gba

n
rt time: 07:11:56 PM ) Total Marks: 1
If we were to Thcr ABC company cost of equity assumption, what

would we expec appen to the present value of all future cash
flows?
Select e ption:

A decrease
No change
Incomplete information

Question # 11 of 15 ( Start time: 07:12:27 PM) Total Marks: 1
Which group of ratios shows the extent to which the firm is financed
with debt?



Select correct option:
Liquidity ratios
Debt ratios

Coverage ratios
Profitability ratios

Question # 12 of 15 ( Start time: 07:12:58 PM ) Total Marks: 1
Which of the followings are the propositions of Modigliani and

Select correct option:
The market value of a firm's common stock is inde ‘o&

capital structure @
The market value of a firm's debt is independent of it ital structure

The market value of any firm is independent of its capital structure
None of the given options \c ;

Question # 13 of 15 ( Start time: 07:13 ) Total Marks: 1
Question # 9 of 15 ( Start time: 09: )Total Marks: 1
Which of the following is the val for the market portfolio?

Select correct option:
0.25

-1.0
1.0

0.5 (b

Question # 0 ( Start time: 07:14:08 PM ) Total Marks: 1
Whichgef following is FALSE about Perpetuity?

e ption:

It i ies of cash flows
Cash flows occur for a specific time period
Its cash flows are identical
None of the given options

Question # 15 of 15 ( Start time: 07:15:35 PM ) Total Marks: 1
Study the time line and accompanying 5-period cash-flow pattern
below. 0123456 Time line

| -======- |-====--- | -====--- | -======- | -====--- |-====--- | Rs.10 Rs.10 Rs.10
Rs.10 Rs.10 Cash flows | | A B The present value of the 5-period



annuity shown above as of Point A is the present value of a 5-period

, whereas the future value of the same annuity as of
Point B is the future value of a 5-period
Select correct option:

Ordinary annuity; ordinary annuity
Ordinary annuity; annuity due
Annuity due; annuity due

Annuity due; ordinary annuity :
Quiz Start Time: 06:46 PM (b'

Time Left 89

sec(s)

Question # 1 of 15 ( Start time: 06:46:00 PM )\WotaFMarks: 1
Nominal Interest Rate is also known as:

Select correct option:
Effective interest Rate
Annual percentage rate
Periodic interest rate

Required interest rate

Quiz Start Time: 06:4

Time Left 83

sec(s)

Question # 20f t time: 06:46:55 PM ) Total Marks: 1
Which of the & ng statements is correct for a firm that currently

has total costs ofedrrying and ordering inventory that is 50% higher
rrying costs?

Cu rder size is greater than optimal
Current order size is less than optimal

Per unit carrying costs are too high

The optimal order size is currently being used

: Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 3 of 15 ( Start time: 06:48:09 PM ) Total Marks: 1
Which of the following can be used to calculate the risk of the larger



portfolio?
Select correct option:

Standard deviation
EPS approach
Matrix approach
Gordon’s Approach

Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 4 of 15 ( Start time: 06:48:53 PM ) Total Mark

is paid by companies with lower grade bond®li
ratings.

Select correct option:
Default risk premium
Sovereign Risk Premium
Market risk premium
Maturity risk premium

: Quiz Start Time: 06:46 PM
Time Left 89

sec(s)

Question # 5 of 15 ( Start
Which of the following fi
degree of operating le

N06:49:37 PM ) Total Marks: 1
represents a correct calculation of the

Select corre

(Q - QBE)/Q
(EBIT) / (E

e

rt Time: 06:46 PM

Question # 6 of 15 ( Start time: 06:50:17 PM ) Total Marks: 1
Which statement is NOT true regarding the market portfolio?

Select correct option:

It includes all publicly traded financial assets

It is the tangency point between the capital market line and the
indifference curve



All securities in the market portfolio are held in proportion to their
market values
It lies on the efficient frontier

Quiz Start Time: 06:46 PM

Time Left 88

sec(s)

Question # 7 of 15 ( Start time: 06:51:18 PM ) Total Marks: 1
Which of the following is a capital budgeting technique that is N
considered as discounted cash flow method?

Select correct option: (b
Payback period
Internal rate of return

Net present value
Profitability index

Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 8 of 15 ( Start time: 06% ) Total Marks: 1

Where the stock points will lie, if s a part of totally diversified
portfolio?

Select correct option:
It will lie below the regrg8sionyiine
It will line above the réggession line

It will line exactly on the regression line
It will be tange o'wegression line

: Quiz Sta@ 6:46 PM

of 15 ( Start time: 06:52:46 PM ) Total Marks: 1
the following portfolio statistics statements is correct?

Select correct option:

A portfolio's expected return is a simple weighted average of expected
returns of the individual securities comprising the portfolio.

A portfolio's standard deviation of return is a simple weighted average
of individual security return standard deviations.

The square root of a portfolio's standard deviation of return equals its
variance.



The square root of a portfolio's standard deviation of return equals its
coefficient of variation.

Quiz Start Time: 06:46 PM

Time Left 88

sec(s)

Question # 10 of 15 ( Start time: 06:53:57 PM ) Total Marks: 1
How "Shareholder wealth" is represented in a firm?

Select correct option:

The number of people employed in the firm

The book value of the firm's assets less the book value of i%ilities
The market price per share of the firm's common stoc

The amount of salary paid to its employees

: Quiz Start Time: 06:46 PM
Time Left 89

sec(s)

Question # 11 of 15 ( Start time: 06:54;
Which of the following is a limitation of 3

PM ) Total Marks: 1
Joration?

Select correct option:
Easy to set up
Double-taxation
Inexpensive to maintain
Unlimited liability

Quiz Start Time: 04" P
Time Left 89

sec(s)

Question # 0 ( Start time: 06:55:38 PM ) Total Marks: 1
[ folowing is related to the use Lower financial leverage?

Debt financing
Common equity financing

: Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 13 of 15 ( Start time: 06:56:13 PM ) Total Marks: 1
Which of the following is/are the characteristic(s) of Perpetuity?



Select correct option:

It is an annuity

It has no definite end

It is a constant stream of identical cash flows
All of the given options

Quiz Start Time: 06:46 PM

Time Left 89

sec(s)

Question # 14 of 15 ( Start time: 06:56:57 PM ) Total Marksg

Which of the following is the cash required during a specifi%d to

meet interest expenses and principal payments? ‘b

Select correct option:
Debt capacity
Debt-service burden
Adequacy capacity
Fixed-charge burden

Quiz Start Time: 06:46 PM

Time Left 88

sec(s)

Question # 15 of 15 ( Start tj
Which of the following is refate

leverage?

:57:29 PM ) Total Marks: 1
the use of higher operating

Select correct optigh:
Fixed costs
Variable costs
Debt financi

itywfinancing

ime: 06:59 PM

Question # 1 of 15 ( Start time: 06:59:15 PM ) Total Marks: 1
A set of possible values that a random variable can assume and their
associated probabilities of occurrence are referred to as

Select correct option:
Probability distribution
The expected return



The standard deviation
Coefficient of variation

Quiz Start Time: 06:59 PM

Time Left 89

sec(s)

Question # 2 of 15 ( Start time: 07:00:15 PM ) Total Marks: 1
Which of the following statements regarding covariance is correct?

Select correct option:
Covariance always lies in the range -1 to +1

Covariance, because it involves a squared value, must aIw

positive number (or zero)
Low covariances among returns for different secun%/ to high
portfolio risk

Covariances can take on positive, negative, or zero values

Quiz Start Time: 06:59 PM

Time Left 89

sec(s)

Question # 3 of 15 ( Start time: 07: ) Total Marks: 1
What are the Indirect securities?

Select correct option: &

The securities whose value depends on the cash flows generated by
the underlying assets

The securities whose e @eépends on the value of the underlying
assets

The securiti ctly generate returns for its investors

# 4 of 15 ( Start time: 07:02:09 PM ) Total Marks: 1
f the following would be consistent with an aggressive
approach to financing working capital?

Select correct option:

Financing short-term needs with short-term funds
Financing permanent inventory buildup with long-term debt
Financing seasonal needs with short-term funds

Financing some long-term needs with short-term funds



: Quiz Start Time: 06:59 PM

Time Left 88

sec(s)

Question # 5 of 15 ( Start time: 07:03:17 PM ) Total Marks: 1
Given no change in required returns, the price of a stock whose
dividend is constant will

Select correct option:

Decrease over time at a rate of r%
Remain unchanged
Increase over time at a rate of r% %

Decrease over time at a rate equal to the dividend growth

Quiz Start Time: 06:59 PM ‘b’

Time Left 89
sec(s)
Question # 6 of 15 ( Start time: 07:03:51 PM )\WotaFMarks: 1
Which of the following term may be defiagd as incidental cash flows
that arise because of the effect of new p ct on the running
business?

Select correct option: (b

Sunk cost
Opportunity cost
Externalities
Contingencies

Quiz Start Time: 06:
Time Left 89
sec(s)
Question # f Start time: 07:04:25 PM ) Total Marks: 1
' g%\, when diversification is most effective?
e ption:
turns are positively correlated
" returns are uncorrelated

Securigtes' returns are high
Securities' returns are negatively correlated

Quiz Start Time: 06:59 PM

Time Left 89

sec(s)

Question # 8 of 15 ( Start time: 07:05:10 PM ) Total Marks: 1
Which of the following portfolio statistics statements is correct?



Select correct option:

A portfolio's expected return is a simple weighted average of expected
returns of the individual securities comprising the portfolio.

A portfolio's standard deviation of return is a simple weighted average
of individual security return standard deviations.

The square root of a portfolio's standard deviation of return equals its
variance.

The square root of a portfolio's standard deviation of return equals its
coefficient of variation.

Quiz Start Time: 06:59 PM

Time Left 89 (b
sec(s)
Question # 9 of 15 ( Start time: 07:05:45 PM i Total rks: 1

When a bond will sell at a discount?

Select correct option: A
The coupon rate is greater than the current
is greater than yield to maturity
The coupon rate is greater than vyiel
The coupon rate is less than the r
greater than the yield to matugi

The coupon rate is less than flge ent yield and the current yield is
less than yield to maturity,

Quiz Start Time: 04" P

Time Left 89

sec(s)

Question # 0 ( Start time: 07:06:46 PM ) Total Marks: 1

Which f@wing is simply the weighted average of the possible
ith

e weights being the probabilities of occurrence?

ield and the current yield

urity
ield and the current yield is

ProbaWbility distribution
Expected return
Standard deviation
Coefficient of variation

Quiz Start Time: 06:59 PM
Time Left 89
sec(s)



Question # 11 of 15 ( Start time: 07:07:25 PM ) Total Marks: 1
Why we need Capital rationing? (

Select correct option:

Because, there are not enough positive NPV projects

Because, companies do not always have access to all of the funds they
could make use of

Because, managers find it difficult to decide how to fund projects

Because, banks require very high returns on projects
: Quiz Start Time: 06:59 PM m
Time Left 89 (b
sec(s)

Question # 12 of 15 ( Start time: 07:08:07 PM ) T 01

A capital budgeting technique through which discountWate equates the
present value of the future net cash flows fro i ment project

with the project’s initial cash outflow is known

Select correct option:
Payback period
Internal rate of return
Net present value

Profitability index

Quiz Start Time: 06:59 P
Time Left 89
sec(s)

Question # 13 of 1 time: 07:08:37 PM ) Total Marks: 1

In 2 years y eive Rs.10,000. If the interest rate were to
suddenly dec%e present value of that future amount to you
would '

Rise
Rem§y unchanged
Incomplete information

Quiz Start Time: 06:59 PM

Time Left 89

sec(s)

Question # 14 of 15 ( Start time: 07:09:07 PM ) Total Marks: 1
Which of the following statements is correct for a firm that currently



has total costs of carrying and ordering inventory that is 50% higher
than total carrying costs?

Select correct option:

Current order size is greater than optimal
Current order size is less than optimal

Per unit carrying costs are too high

The optimal order size is currently being used

sec(s)
Question # 15 of 15 ( Start time: 07:09:59 PM ) Total Marksg
In the dividend discount model, which of the followi not

incorporated into the discount rate? (b

Select correct option:
Real risk-free rate

Risk premium for stocks
Return on assets
Expected inflation rate

Quiz Start Time: 07:12 PM
Time Left 88

sec(s)

Question # 1 of 15 ( Start
Upon which of the follo
(DOL) depends prima

Select correct opéi gb
Sales variabili
Level of fixedyop@gating costs

Closeness to its operating break-even point
Debt-tg“equity’ratio

N07:12:48 PM ) Total Marks: 1
itm's degree of operating leverage

QuN rt Time: 07:12 PM
Time eft 88
sec(s)

Question # 2 of 15 ( Start time: 07:13:24 PM ) Total Marks: 1
The explicit costs associated with corporate default, such as legal
expenses, are the of the firm.

Select correct option:
Flotation costs
Default beta coefficients



Direct bankruptcy costs
Indirect bankruptcy costs

Quiz Start Time: 07:12 PM

Time Left 89

sec(s)

Question # 3 of 15 ( Start time: 07:13:54 PM ) Total Marks: 1
Which of the following would be consistent with a hedging (matufty

matching) approach to financing working capital?

Select correct option: (b
Financing short-term needs with short-term funds
Financing short-term needs with long-term debt

Financing seasonal needs with long-term funds

Financing some long-term needs with short-te d

Quiz Start Time: 07:12 PM
Time Left 89
sec(s)
Question # 4 of 15 ( Start time: 07: ) Total Marks: 1
Which of the following affects prige, of bond?

Select correct option:
Market interest rate
Required rate of return
Interest rate risk

All of the given opti‘ons

Quiz Start Ti PM

Time Left%
i 15 ( Start time: 07:15:40 PM ) Total Marks: 1

h&present value of Rs.8,000 to be paid at the end of three
terest rate is 11%°7?

Select correct option:
Rs.6,015
Rs.4,872
Rs.6,725
Rs.1,842

Quiz Start Time: 07:12 PM
Time Left 89



sec(s)
Question # 6 of 15 ( Start time: 07:16:13 PM ) Total Marks: 1
is equal to (common shareholders' equity/common shares
outstanding).
Select correct option:

Book value per share
Liquidation value per share

Market value per share
None of the above m

Quiz Start Time: 07:12 PM

Time Left 89
sec(s)
Question # 7 of 15 ( Start time: 07:16:45 PM ) Total rks: 1

-
What is potentially the biggest advantage of a artnership over a
sole proprietorship?

Select correct option:
Unlimited liability

Single tax filing
Difficult ownership resale

Raising capital

Quiz Start Time: 07:12 P
Time Left 89
sec(s)

Question # 8 of 15
Which of thegfoll

ime: 07:17:13 PM ) Total Marks: 1
fers to financial risk?

Select corre :

Risk offowfiing ®quity securities

Risk faced by equity holders when debt is used
al\bUginess risk of the firm

Possj that interest rates will increase

Quiz Start Time: 07:12 PM

Time Left 89

sec(s)

Question # 9 of 15 ( Start time: 07:17:43 PM ) Total Marks: 1
Companies and individuals running different types of businesses have
to make the choices of the asset according to which of the following?

Select correct option:



Life span of the project
Cost of the capital

Return on asset

None of the given options

: Quiz Start Time: 07:12 PM
Time Left 89
sec(s)

Question # 10 of 15 ( Start time: 07:18:16 PM ) Total Marks: 1
Which of the following refers to bringing the future cash flow t
present time?

Select correct option: (b
Net present value

Discounting
Opportunity cost
Internal rate of return

Quiz Start Time: 07:12 PM
Time Left 89

sec(s)
Question # 11 of 15 ( Start time: : 5 PM ) Total Marks: 1
u

Which of the following needs t ded while we calculate the
incremental cash flows?

Select correct option:
Depreciation

Sunk cost
Opportunity

# 12 of 15 ( Start time: 07:19:18 PM ) Total Marks: 1
f the following statistic measures the returns of two risky
assets that move together?

Select correct option:
Correlation

Standard deviation
Square root
Variance



Quiz Start Time: 07:12 PM

Time Left 88

sec(s)

Question # 13 of 15 ( Start time: 07:19:44 PM ) Total Marks: 1
Which of the following would be consistent with a conservative
approach to financing working capital?

Select correct option:

Financing short-term needs with short-term funds
Financing short-term needs with long-term debt
Financing seasonal needs with short-term funds (b

Financing some long-term needs with short-term funds

Quiz Start Time: 07:12 PM (b'

Time Left 88

sec(s)

Question # 14 of 15 ( Start time: 07:21:06 PM Y/Total Marks: 1
means expanding the numberAf investiments which cover

different kinds of stocks.

Select correct option:
Diversification
Standard deviation

Variance
Covariance

Quiz Start Time: 07: 1

Time Left 89

sec(s)

Question # 1 Start time: 07:21:35 PM ) Total Marks: 1

Choose arn@ ollowings, the correct statement regarding every
journ .

Select correct option:

Sum of Debits = Sum of Credits
Sum 8f Debits >Sum of Credits
Sum of Debits < Sum of Credits
None of the given options

Question # 1 of 15 ( Start time: 01:53:35 PM ) Total Marks: 1



An implicit cost of adding debt to the capital structure is that it:
Select correct option:

Adds interest expense to the operating statement

Increases the required return on equity

Reduces the expected return on assets

Decreases the firm's beta

Question # 2 of 15 ( Start time: 01:54:41 PM ) Total Marks
Which of the following includes the planning, directing, m

organizing, and controlling of the monetary resources of a

organization?
Select correct option:

Financial accounting
Financial management
Financial engineering
Financial budgeting

Select correct option:

Debt capacity

Debt-service burd
Adequacy capaci

Fixed-charge'bur

&5 ( Start time: 01:56:49 PM ) Total Marks: 1

y be willing to pay a premium for stable dividends
the informational content of , the desire of
, and certain

Select correct option:

Institutional considerations; dividends; current income
Dividends; current income; institutional considerations
Current income; dividends; institutional considerations
Institutional considerations; current income; dividends



Question # 5 of 15 ( Start time: 01:57:49 PM ) Total Marks: 1

All of the following are the financial statements used for the purpose of
reporting and analysis EXCEPT:

Select correct option:

Balance Sheet

Income Statement

Cash budget

Statement of Retained Earnings

Question # 6 of 15 ( Start time: 02:10:59 PM ) Total Mark m
Why common stock of a company must provide a higher e

return than the debt of the same company?

Select correct option: ‘b

There is less demand for stock than for bonds

There is greater demand for stock than for bo

There is more systematic risk involved for the common stock
There is a market premium required forAbonds

Question # 7 of 15 ( Start time: 02:12: ~m ) Total Marks: 1
Which of the following can be used ilate the risk of the larger
portfolio?

Select correct option:

Standard deviation
EPS approach
Matrix approach

Gordon’s Approach‘b

Question # Start time: 02:13:10 PM ) Total Marks: 1
The o a% ted average) cost of capital is composed of weighted
f ch of the following?

option:

The t of common equity and the cost of debt

The cost of common equity and the cost of preferred stock

The cost of preferred stock and the cost of debt

The cost of common equity, the cost of preferred stock, and the cost of
debt

Question # 9 of 15 ( Start time: 02:13:57 PM ) Total Marks: 1
What is the long-run objective of financial management?
Select correct option:



Maximize earnings per share

Maximize the value of the firm's common stock
Maximize return on investment

Maximize market share

Question # 10 of 15 ( Start time: 02:15:11 PM ) Total Marks: 1

Expected Portfolio Return = .
Select correct option: m

rP* = xArA + xBrB
rp *

XA rA - xB rB
rP*=xArA/ xBrB

rP* =xArA * xB rB

Question # 11 of 15 ( Start time: 02:16425 PM otal Marks: 1
If risk and return combination of any stogkyis above the SML, what
does it mean?

Select correct option:

If risk and return combination
does it mean?

Select correct option:
It is offering lower rate as compared to the efficient stock
It is offering higher rate of return as compared to the efficient stock
Its rate of return is@&ompared to the efficient stock

ock is above the SML, what

It is offering sat n equal to the efficient stock

% 5 ( Start time: 02:17:38 PM ) Total Marks: 1
0 rate) equates which of the following?

option:

Future value of cash inflows to the present value of cash outflows
Futuré value of cash flows to the present value of cash flows
Future value of all cash flows to zero

Present value of all cash flows to zero

Question # 13 of 15 ( Start time: 02:19:13 PM ) Total Marks: 1



In which of the following approach you need to bring all the projects to
the same length in time?

Select correct option:

MIRR approach

Going concern approach

Common life approach

Equivalent annual approach

Question # 14 of 15 ( Start time: 02:20:17 PM ) Total Marks:
Which of the following is the cash required during a specific
meet interest expenses and principal payments? (B
Select correct option:

Debt capacity

Debt-service burden

Adequacy capacity
Fixed-charge burden

Question # 15 of 15 ( Start time: 02:21434'BM ) Total Marks: 1
What is the present value of Rs. 3,5 00"o be paid at the end of 50
years if the correct risk adjusted jnten ate is 18%7?

Select correct option:

Rs.105,000

Rs.1,500,000

Rs.3975,000

Rs. 350,000

Question@( Start time: 02:07:22 PM )

a single, overall cost of capital is often used to evaluate projects?

e rrect option:
It avoids the problem of computing the required rate of return for each
investment
Proposal
It is the only way to measure a firm's required return
It acknowledges that most new investment projects have about the
same degree of risk
It acknowledges that most new investment projects offer about the
same expected return



Question # 2 of 15 ( Start time: 02:08:13 PM )

Companies and individuals running different types of businesses have
to make the choices of the asset according to which of the following?
Select correct option:

Life span of the project
Cost of the capital
Return on asset 2

None of the given options
Question # 3 of 15 ( Start time: 02:08:59 PM ) t

Total portfolio risk is

Select correct option:

Equal to systematic risk plus non-divers @ risk
Equal to avoidable risk plus diversifi

Equal to systematic risk plus unamimrisk

Equal to systematic risk plus diversifiyable risk

following va

Select corre i
Above
Below

At or near ar value
e nrelated to par

Question # 5 of 15 ( Start time: 02:10:42 PM )

If a firm has a DOL of 5 at Q units, what would be the effect on sales
and EBIT?

Select correct option:

If sales rise by 5%, EBIT will rise by 5%



If sales rise by 1%, EBIT will rise by 1%
If sales rise by 5%, EBIT will fall by 25%
If sales rise by 1%, EBIT will rise by 5%

Question # 6 of 15 ( Start time: 02:11:19 PM )

Which of the following risk can be diversified away?

Select correct option:
Systematic risk
Beta z

Firm specific risk

Market risk (b

Question # 7 of 15 ( Start time: 02:12:20

Which of the following is the value of be r the market portfolio?
Select correct option:

0.25
1.0 (b
1.0
0.5

Question # 8 of 15 tardtime: 02:13:12 PM )

The value o %rectly derived from which of the following?
Select correct option:

Cash f WjQ

Coupo C

Par recQv at maturity
All of the given options

Question # 9 of 15 ( Start time: 02:14:10 PM )

Under the idealized conditions of MM, which statement is correct when
a firm issues new stock in order to pay a cash dividend on existing
shares?

Select correct option:



The new shares are worth less than the old shares

The old shares drop in value to equal the new price

The value of the firm is reduced by the amount of the dividend
The value of the firm is unaffected

Question # 10 of 15 ( Start time: 02:15:19 PM )

equity is a positive linear function of capital structure?

Select correct option:
The Capital Asset Pricing Model
M&M Proposition 1

M&M Proposition II
The Law of One Price

Which of the followings expressed the proposition that the 23%%

Question # 11 of 15 ( Start time: 02 PM)
is the variability of re % stocks or portfolios not
explained by general market mo nts. It is avoidable through

diversification.
Select correct option:
Systematic risk

Standard deviation
Unsystematic risk ‘h
Coefficient 1aki

Select correct option:

Investment in long-term liabilities
Investment in fixed assets
Investment in current assets
Investment in short-term liabilities

Question # 13 of 15 ( Start time: 02:19:21 PM )



Why we need Capital rationing? (

Select correct option:

Because, there are not enough positive NPV projects

Because, companies do not always have access to all of the funds they
could make use of

Because, managers find it difficult to decide how to fund projects

Because, banks require very high returns on projects :

Question # 14 of 15 ( Start time: 02:20:39 PM (b

If stock is a part of totally diversified portfolio t IS company risk
must be equal to:

Select correct option:

0

0.5

1

-1

Question # 15 of 154, S time: 02:21:53 PM )

Which of th
market inde

Macroeconem
Socio N‘é
Social fac

All of the given options

actor(s) do NOT affects the movements in the

Question # 1 of 15 ( Start time: 03:41:45 PM )

Which of the following is called the tax savings of the firm derived
from the deductibility of interest expense?

Select correct option:

Interest tax shield



Depreciable basis
Financing umbrella
Current yield

Question # 2 of 15 ( Start time: 03:42:28 PM )

Which of the following refers to the risk associated with interest rate
uncertainty? &

Select correct option:

Default risk premium (b
Sovereign Risk Premium

Market risk premium (b

Maturity risk premium

Question # 3 of 15 ( Start time: 03:43:24 PM.)

returns, with the weights being t ilities of occurrence?
Select correct option:
Probability distribution

Expected return

Standard deviation

Coefficient of variatio

Question #@Cﬁart time: 03:43:53 PM )

Which of the following is simply the % average of the possible

(EBIT) / (EBIT - FC)
[Q(P-V) + FC] /[Q(P-V)]
Q(P-V) / [Q(P-V) - FC]

Question # 5 of 15 ( Start time: 03:44:53 PM )
What should be the focal point of financial management in a firm?



Select correct option:

The number and types of products or services provided by the firm
The minimization of the amount of taxes paid by the firm

The creation of value for shareholders

The dollars profits earned by the firm

Question # 6 of 15 ( Start time: 03:46:21 PM )
For Company A, plow back ratio is 30%. What will be its Pay-out ratio?

Select correct option:
3.33% :z m

30%
31%
70%

Question # 7 of 15 ( Start time: 03:47:41

Which of the following formulas represe orrect calculation of the
degree of operating leverage?

Select correct option: (b

(Q - QBE)/Q

(EBIT) / (EBIT - FC)
[Q(P-V) + FC] /[Q(P-V)]
Q(P-V) / [Q(P-V) - FC]

Question #%(CStart time: 03:48:13 PM )
er annuity has a present value of Rs.1,000. If the

is 8 percent,
of each annuity payment is closest to which of the

following?
Select correct option:
Rs. 250.44
Rs. 231.91
Rs.181.62
Rs.184.08

Question # 9 of 15 ( Start time: 03:48:52 PM )



Why we need Capital rationing? (

Select correct option:

Because, there are not enough positive NPV projects

Because, companies do not always have access to all of the funds they
could make use of

Because, managers find it difficult to decide how to fund projects

Because, banks require very high returns on projects
Question # 10 of 15 ( Start time: 03:49:22 PM ) (b: )

The value of a bond is directly derived from w f the following?
Select correct option:

Cash flows

Coupon receipts

Par recovery at maturity

All of the given options (b

Question # 11 of 15 ( Starnktime: 03:49:55 PM )

Which of the following /s, a IT?
Select correct option®
Funds providgd b
Earnings before
Net income 4,
Operating profi
V'

Q # 12 of 15 ( Start time: 03:50:41 PM )

Above the breakeven EBIT, increased financial leverage will
EPS, all else

the same. Assume there are no taxes

Select correct option:

Increase

Decrease

Either increase or decrease




None of the given options
Question # 13 of 15 ( Start time: 03:51:18 PM )

Which of the following is NOT true regarding the capital market?
Select correct option:

Where long-term funds can be raised

Money is invested for periods longer than a year

Where TFCs and NIT are exchanged and traded

Where overnight lending & borrowing takes place :z
Question # 14 of 15 ( Start time: 03:52:41 P (b

Which of the following techniques would be us r a project that has
non-normal cash flows?

Select correct option:

Internal rate of return

Multiple internal rate of return

Modified internal rate of return
Net present value
Question # 15 of 15 ( Start e: 03:53:30 PM )

Security market linesgiv e relationship between and

Select correm.,

Market risk and the required return
Systematigyriskyand the required return

risk and the required return
n options

Where there is single period capital rationing, what is the most
sensible way of making investment decisions?

Select correct option:

Choose all projects with a positive NPV

Group projects together to allocate the funds available and select the
group of projects with the highest NPV

Choose the project with the highest NPV

Calculate IRR and select the projects with the highest IRRs



Which of the following needs to be excluded while we calculate the
incremental cash flows?

Select correct option:

Depreciation

Sunk cost

Opportunity cost

obligations?

Non-cash item

Which group of ratios measures a firm's ability to meet sho@
Select correct option:

Liquidity ratios

Debt ratios

Coverage ratios

Profitability ratios

Which of the following affects price of t % d?
Select correct option:

Market interest rate

Required rate of return

Interest rate risk

All of the given options

Select corre
Current liabili
Current ass

Fixed dssefs,

Long-term liabilities

Which of the folIow@ nown as Discretionary Financing?
ion

Upon ich of the following a firm's degree of operating leverage
(DOL) depends primarily?

Select correct option:

Sales variability

Level of fixed operating costs

Closeness to its operating break-even point

Debt-to-equity ratio



What is the expected return of a zero-beta security?
Select correct option:

The risk-free rate

Zero rate of return

A negative rate of return

The market rate of return

Which of the following is NOT a cash outflow for the firm?
Select correct option:
Depreciation
Dividends ‘b

Interest
Taxes

r than the P/E

A company whose stock is selling at a P/E ratio
ratio of a market index most likely has
Select correct option:

An anticipated earnings growth rate whi
average firm A
A dividend yield which is less than that of the average firm

Less predictable earnings growgh th ,that of the average firm
Greater cyclicality of earnings\gr than that of the average firm

ss than that of the

Where the efficient st combination of risk and return in efficient
market should lie?

Select correct option

On the SML

Below the S
Abov L
It may nyWhere for efficient combination

Who or what is a person or institution designated by a bond issuer as
the official representative of the bondholders?

Select correct option:

Indenture

Debenture

Bond

Bond trustee



Which of the following is a major disadvantage of the corporate form
of organization?

Select correct option:

Double taxation of dividends

Inability of the firm to raise large sums of additional capital

Limited liability of shareholders

Limited life of the corporate form

Select correct option:

Which of the following is NOT true regarding an annuity dui,bm
It is a series of equal cash flows
It is also known as deferred annuity

Cash flows occur for a specific time period
Payments are made at the start of each perio

Question # 1 of 15 ( Start time: 04:22:
Which of the following is NOT The cost ©
Select correct option:

The minimum rate that a firm sh on the equity-financed part
of an investment

A return on the equity-finan postion of an investment that, at
worst, leaves the market e stock unchanged

By far the most difficultment cost to estimate

Generally lower than the before-tax cost of debt

) Total Marks: 1
Ul y7

Question # 2 tart time: 04:24:19 PM ) Total Marks: 1
What is potefitia e biggest advantage of a small partnership over a
e ption
ility
filing

ownership resale
Raising capital

Question # 3 of 15 ( Start time: 04:25:25 PM ) Total Marks: 1
An arbitrage opportunity exists if an investor can construct a
investment portfolio that will yield a sure profit.
Select correct option:

Positive

Negative




Zero
All of the above

Question # 4 of 15 ( Start time: 04:26:43 PM ) Total Marks: 1
Choose the correct statement regarding the calculations of NPV (Net
Present Value).

Exclude sunk costs and include opportunity costs and externalities
Exclude sunk costs and externalities and include opportunity cos
Include sunk costs, opportunity costs, and externalities

Exclude sunk costs and opportunity costs and include externali

Question # 5 of 15 ( Start time: 04:28:10 PM ) o%rks: 1

Which of the following would express the nega et worth of a firm?
Select correct option:

Experiencing a business failure

In legal bankruptcy

Experiencing technical insolvency

Experiencing accounting insolvency %

Question # 6 of 15 ( Start time; :00 PM) Total Marks: 1
The return in excess to risk frge hat investors require for bearing
the market risk is known

Select correct option:

Default risk premium
Sovereign Risk Premium

Market risk p em'uhp
Maturity ris

Questign %1 ( Start time: 04:29:49 PM ) Total Marks: 1
The R a .60%, compounded daily (based on 360 days), on a 9-
ificate of

if you deposit Rs.20, 000 you would expect to earn around
in

interest.

Select correct option:
Rs.840

Rs.858

Rs.1,032

Rs.1,121



Question # 8 of 15 ( Start time: 04:31:16 PM ) Total Marks: 1

In the dividend discount model, which of the following are not
incorporated into

the discount rate?

Select correct option:

Real risk-free rate

Risk premium for stocks

Return on assets

Expected inflation rate

Question # 9 of 15 ( Start time: 04:32:35 PM ) %; 1
Which of the following refers to financial risk? m
Select correct option:

Risk of owning equity securities

Risk faced by equity holders when debt is used

General business risk of the firm
Possibility that interest rates will increas

Question # 10 of 15 ( Start time: O%ﬁ M) Total Marks: 1
r

Investors may be willing to pay a for stable dividends

because of the

informational content of , the desire of investors for
, and certain

Select correct option:
Institutional considgfations; dividends; current income
Dividends; current income; institutional considerations
Current inco idends; institutional considerations

Institutional@@rations; current income; dividends

tio 1 of 15 ( Start time: 04:33:58 PM ) Total Marks: 1
[ the following are known as Discretionary Financing?
orrect option:
Current liabilities
Current assets
Fixed assets
Long-term liabilities

Question # 12 of 15 ( Start time: 04:34:45 PM ) Total Marks: 1
A 5-year annuity due has periodic cash flows of Rs.100 each year. If



the interest rate is 8 percent, the future value of this annuity is closest
to which of the following equations?

Select correct option:

(Rs.100)(FVIFA at 8% for 5 periods)

(Rs.100)(FVIFA at 8% for 4 periods)(1.08)

(Rs.100) (FVIFA at 8% for 5 periods)(1.08)

(Rs.100)(FVIFA at 8% for 4 periods) + Rs.100

Question # 13 of 15 ( Start time: 04:35:44 PM ) Total Ma
Which of the following is NOT the step of Percentage of sal
used in Financial

Forecasting?
Select correct option:
Estimate year-by-year Sales Revenue and Expenses

Estimate Levels of Investment Needs required et Estimated Sales
Estimate the Financing Needs

Estimate the retained earnings

Question # 14 of 15 ( Start time: 04:36 ) Total Marks: 1

Which of the following statements i :
Select correct option:
The financial risk of a firm decrease en it takes on a risky project

The financial risk of a firm in¢kea when it takes on more equity
The business risk of a firm increases when it takes on a risky project

The business risk of a wéses when it takes on more debt

Question # rt time: 04:37:21 PM ) Total Marks: 1

return of a zero-beta security?

Select correcto
The risk-free rate

Quiz Start Time: 06:29 PM

Time Left 88 sec(s)

Question # 1 of 15 ( Start time: 06:29:20 PM ) Total Marks: 1
Which statement is NOT true regarding the market portfolio?
Select correct option:

It includes all publicly traded financial assets



It is the tangency point between the capital market line and the
indifference curve

All securities in the market portfolio are held in proportion to their
market values

It lies on the efficient frontier

Question # 2 of 15 ( Start time: 06:30:38 PM ) Total Marks: 1
Which of the following is type a Temporary Account?

Select correct option:
Asset
Liability ',z

Reserves

Revenue (b

Quiz Start Time: 06:29 PM

Time Left 89 sec(s)

Question # 3 of 15 ( Start time: 06:32:00 PM )\otaFMarks: 1

For which of the following costs is it genrally negessary to apply a tax
adjustment to a yield measure?

Select correct option:

Cost of debt

Cost of preferred stock

Cost of common equity

Cost of retained earnings

Question # 4 of 15 ( St ime: 06:32:50 PM ) Total Marks: 1
Total portfolio risk is mBination of:
Select correct optigh:

Systematic rigk S -diversifiable risk
Avoidable risk jversifiable risk
Systematic rigk unavoidable risk

Systematic risk plus diversifiable risk
) 4

i0 of 15 ( Start time: 06:33:32 PM ) Total Marks: 1
Wh e additional amount a borrower must pay to lender to
comp®nsate for assuming the risk associated with non-payment?
Select correct option:
Default risk premium
Sovereign Risk Premium
Market risk premium
Maturity risk premium

Question # 6 of 15 ( Start time: 06:34:04 PM ) Total Marks: 1



Which of the following is the cash required during a specific period to
meet interest expenses and principal payments?

Select correct option:

Debt capacity

Debt-service burden

Adequacy capacity

Fixed-charge burden

Question # 7 of 15 ( Start time: 06:34:36 PM ) Total Marks: 1
Which of the following refers to time value of money concept?

Select correct option:
A rupee in one’s hand at present is worth less than the rup‘@t one

is going to receive c (b
tomorrow

A rupee in one’s hand at present is worth more than the rupee that
one is going to receive tomorrow Y

A rupee in one’s hand at present is worth same'\g$ the rupee that one
is going to receive tomorrow

All of the given options

Question # 8 of 15 ( Start time: 06: ) Total Marks: 1
Which of the following statementgai regarding Permanent
Accounts?

Select correct option:

Accounts that are found o cogre Statement

Accounts that are found&ement of Retained Earnings
Accounts that are found on Balance Sheet

All of the given opti

Question # 1 art time: 06:35:56 PM ) Total Marks: 1

In which of wing approach you need to bring all the projects to
the s gthyin time?

e ption:

Go cern approach
Common life approach
Equivalent annual approach

Question # 10 of 15 ( Start time: 06:36:31 PM ) Total Marks: 1

What is the difference between economic profit and accounting profit?
Select correct option:

Economic profit includes a charge for all providers of capital while
accounting profit includes only a charge for debt



Economic profit covers the profit over the life of the firm, while
accounting profit only covers the most recent accounting period
Accounting profit is based on current accepted accounting rules while
economic profit is based on cash flows

All of the given options are correct

Question # 11 of 15 ( Start time: 06:37:13 PM ) Total Marks: 1
Which of the following can not be the drawback of using payback

period technique of capital budgeting?
Select correct option:
It does not account for time value of money (b

It neglects cash flows after the payback period
It does not use interest rate while making calculati
It is a tricky and complicated method

Question # 12 of 15 ( Start time: 06:37:43 P al Marks: 1
Which of the following would be considered a cagh-flow item from an
"investing" activity?

Select correct option:

Cash outflow to the government for tax

Cash outflow to shareholders as divi

Cash outflow to lenders as interegk,

Cash outflow to purchase bonds issued by another company

V4
Question # 13 of 15 ( Stapti %:38:24 PM ) Total Marks: 1
What is difference betw sheres and bonds?
Select correct option:
Bonds are represemq ership whereas shares are not

Shares are representing ownership whereas bonds are not
Shares and b S represent equity
Shares and th represent liabilities

@of 15 ( Start time: 06:39:06 PM ) Total Marks: 1

tRe following are known as Discretionary Financing?

Current assets
Fixed assets
Long-term liabilities

Question # 15 of 15 ( Start time: 06:39:56 PM ) Total Marks: 1
Which of the following is similar between Return on investment and
Payback period techniques of

Capital budgeting?



Select correct option:

Involvement of interest rate while making calculations
Do not account for time value of money

Tricky and complicated methods

All of the given options

Question # 1 of 15 ( Start time: 06:42:06 PM ) Total Marks: 1
In 2 years you are to receive Rs.10,000. If the interest rate were to

suddenly decrease, the
present value of that future amount to you would .
Select correct option: (b

Fall

Rise
Remain unchanged

Incomplete information

Question # 2 of 15 ( Start time: 06:42:41 PM )\JotaFMarks: 1

As interest rates go up, the present valug of a stkggam of fixed cash
flows .

Select correct option:

Goes down

Goes up

Stays the same

Can not be found from the gien rmation

Question # 3 of 15 ( St
All of the following ar
reporting and analysi

EXCEPT: fb
Select correct'@ption.;
Balance Sh%

Incom‘S t

Cash budget
n&f Retained Earnings

Ques # 4 of 15 ( Start time: 06:44:12 PM ) Total Marks: 1

The value of the bond is NOT directly tied to the value of which of the
following assets?

Select correct option:

Real assets of the business

Liquid assets of the business

Fixed assets of the business

Long term assets of the business

< 06:43:30 PM ) Total Marks: 1
ancial statements used for the purpose of



Question # 5 of 15 ( Start time: 06:44:45 PM ) Total Marks: 1
Which of the following statistic measures the returns of two risky
assets that move together?

Select correct option:

Correlation

Standard deviation

Square root

Variance

Question # 6 of 15 ( Start time: 06:45:43 PM ) Total Marks: 1
Which of the following needs to be excluded while we calcu
incremental cash flows? @
Select correct option:

Depreciation

Sunk cost

Opportunity cost
Non-cash item

Question # 7 of 15 ( Start time: 06:46:
What is the present value of Rs.8,000 ta
years if interest rate is 11%?

Select correct option:
Rs.6,015

Rs.4,872

Rs.6,725

Rs.1,842

) Total Marks: 1
Yaid at the end of three

Question # 8 of 15
What is the pre
years if the cofgec

adjusted intwis 18%7?
Selectgorfect dption:
Rs.105,000

ime: 06:47:00 PM ) Total Marks: 1

t of Rs. 3,500,000 to be paid at the end of 50

Question # 9 of 15 ( Start time: 06:47:37 PM ) Total Marks: 1
Which of the following is a capital budgeting technique that is NOT
considered as discounted cash flow method?

Select correct option:

Payback period

Internal rate of return

Net present value



Profitability index

Question # 10 of 15 ( Start time: 06:48:10 PM ) Total Marks: 1
All of the following are the reasons for Uncertain NPV calculations
EXCEPT:

Select correct option:

Estimated discount rate does not change with the markets
Estimated Life of project is doubtful

Annual after-tax cash flows are difficult to estimate

Timing of cash flows is not exactly predictable m
Question # 11 of 15 ( Start time: 06:49:32 PM ) Total Mar

Which of the following formulas represents a corre of the
degree of operating leverage?

Select correct option:

(Q - QBE)/Q

(EBIT) / (EBIT - FC)

[Q(P-V) + FC] /[Q(P-V)]
Q(P-V) / [Q(P-V) - FC]

Question # 12 of 15 ( Start time: 04"
How can a company improve (lo
Select correct option:

By borrowing more

By shifting short-term to | - debt
By shifting long-term to rtskerm debt
By selling common stock»(

rt time: 06:50:27 PM ) Total Marks: 1
ag would be considered a cash-flow item from an

Which of the @ %
"investing" vty
P%tlon:
the government for taxes

to shareholders as dividends
low to lenders as interest
Cash outflow to purchase bonds issued by another company

M ) Total Marks: 1
ebt-to-total asset ratio?

Question #

Question # 14 of 15 ( Start time: 06:51:23 PM ) Total Marks: 1
Consider two bonds, A and B. Both bonds presently are selling at their
par value of Rs. 1,000.

Each pays interest of Rs. 120 annually. Bond A will mature in 5 years
while bond B will mature in 6 years. If the yields to maturity on the
two bonds change from 12% to 10%,
Select correct option:




Both bonds will increase in value, but bond A will increase more than
bond B

Both bonds will increase in value, but bond B will increase more than
bond A

Both bonds will decrease in value, but bond A will decrease more than
bond B

Both bonds will decrease in value, but bond B will decrease more than
bond A

Question # 15 of 15 ( Start time: 06:52:04 PM ) Total Marks:
Coefficient of variation is NOT the measure of .

Select correct option: (b

Risk

Probability

Relative dispersion

Risk per unit of expected return

Question # 1 of 15 ( Start time: 06:57:83 PM ) Total Marks: 1
Which of the following risk can be divers;j away?

Select correct option:

Systematic risk
Beta

Firm specific risk
Market risk

Question # 2 of 15 ( St

You are considering twoy
B's expected net pn
A's dispersiop ofdae
for B. On the [

< 06:58:16 PM ) Total Marks: 1

tment proposals, project A and project B.
lue is Rs. 1,000 greater than that for A and
ent value is less than that

risk and return, what would be your conclusion?

Select corre :

Projeo&%tes project B

Projec 0 ates project A

Neither project dominates the other in terms of risk and return
In te information

Question # 3 of 15 ( Start time: 06:59:04 PM ) Total Marks: 1
How can a company improve (lower) its debt-to-total asset ratio?
Select correct option:

By borrowing more

By shifting short-term to long-term debt

By shifting long-term to short-term debt

By selling common stock



Question # 4 of 15 ( Start time: 06:59:40 PM ) Total Marks: 1
The current yield on a bond is equal to

Select correct option:

Annual interest divided by the current market price

The yield to maturity

Annual interest divided by the par value

The internal rate of return

Question # 5 of 15 ( Start time: 07:00:32 PM ) Total Marks: 1
Which of the following is a capital budgeting technique that is m

considered as discounted cash flow method?

Select correct option: (b
Payback period

Internal rate of return (b

Net present value
Profitability index

Question # 6 of 15 ( Start time: 07:01:8¢ PM ) Total Marks: 1

The the coefficient of variatio the relative risk of
the investment.

Select correct option:

Larger; Larger

Larger; Smaller

Smaller; Larger
Smaller; Smaller

Question # 7 of 15 (
Which of the followihgni
of organizatign?
Select correm
Double taxation of dividends

.,V . - .
effitm to raise large sums of additional capital

i of shareholders
f the corporate form

e: 07:02:05 PM ) Total Marks: 1
major disadvantage of the corporate form

Ques # 8 of 15 ( Start time: 07:02:53 PM ) Total Marks: 1
Which of the following includes the planning, directing, monitoring,
organizing, and controlling of

the monetary resources of an organization?

Select correct option:

Financial accounting

Financial management

Financial engineering

Financial budgeting



Question # 9 of 15 ( Start time: 07:03:24 PM ) Total Marks: 1

Which of the following portfolio statistics statements is correct?

Select correct option:

A portfolio's expected return is a simple weighted average of expected
returns of the individual securities comprising the portfolio.

A portfolio's standard deviation of return is a simple weighted average
of individual security return

standard deviations.

The square root of a portfolio's standard deviation of return eq its

variance.
The square root of a portfolio's standard deviation of retur%ls its

coefficient of variation. %
Question # 10 of 15 ( Start time: 07:04:10 PM ) To s: 1

What is the present value of Rs.1,000 to be pa he’end of 5 years
if the correct risk adjusted interest rate is 8%?

Select correct option:

Rs.714

Rs.1,462

Rs.322.69
Rs.401.98

Question # 11 of 15 ( Start tj :05:13 PM ) Total Marks: 1

In 2 years you are to recejve,R ,000. If the interest rate were to
suddenly decrease, the ef'value of that future amount to you
would

Select correct optigh:
Fall

Rise

Remain unc

Inco ation

2 of 15 ( Start time: 07:05:45 PM ) Total Marks: 1

as a DOL of 5 at Q units, what would be the effect on sales
and T?

Select correct option:

If sales rise by 5%, EBIT will rise by 5%

If sales rise by 1%, EBIT will rise by 1%

If sales rise by 5%, EBIT will fall by 25%

If sales rise by 1%, EBIT will rise by 5%

Question # 13 of 15 ( Start time: 07:06:22 PM ) Total Marks: 1



When bonds are issued, under which of the following category the
value of the bond appears?

Select correct option:

Equity

Fixed assets

Short term loan

Long term loan

Question # 14 of 15 ( Start time: 07:07:31 PM ) Total Marks: 1
Which of the following could be defined as the capital structure e
Company?
Select correct option: (b
The firm's mix of different securities
The firm's debt-equity ratio %9

oit

The market imperfection that the firm's manager can
All of the above
Question # 15 of 15 ( Start time: 07:08809 PM \Jotal Marks: 1

means expanding the number vestments which cover
different kinds of stocks.
Select correct option:
Diversification
Standard deviation

Variance
Covariance

Question # 1 of 15 (

Which of the followi i
Select correg%bn

e: 07:09:11 PM ) Total Marks: 1
can be diversified away?

Systematic ris

Beta A,

Firm specific risk’

Qu # 2 of 15 ( Start time: 07:10:39 PM ) Total Marks: 1

Com ies and individuals running different types of businesses have
to make the choices of the asset according to which of the following?
Select correct option:

Life span of the project

Cost of the capital

Return on asset

None of the given options

Question # 3 of 15 ( Start time: 07:11:29 PM ) Total Marks: 1



Consider two bonds, A and B. Both bonds presently are selling at their
par value of Rs. 1,000.

Each pays interest of Rs. 120 annually. Bond A will mature in 5 years
while bond B will mature in

6 years. If the yields to maturity on the two bonds change from 12%
to 10%, .

Select correct option:

Both bonds will increase in value, but bond A will increase more than
bond B A
Both bonds will increase in value, but bond B will increase more than

bond A
Both bonds will decrease in value, but bond A will decreas% than

bond B
Both bonds will decrease in value, but bond B will ore than
bond A

Question # 4 of 15 ( Start time: 07:12:15 PM )\otaFMarks: 1

If the probability is written on Y-axis anéjthe rate of return is
mentioned on the X-axis, Which kind

of relationship it shows when there is hi e standard deviation
the higher the risk.

Select correct option:

Indirect relationship

Inverse relationship

Direct relationship
No relationship

Question # 5 of 15
Which of thesfoll
standard devi
Select corre :
Covari@ncéef Skock with market * variance of the market
Covariance of stock with market / variance of the market

ianC Me market / Covariance of stock with market
Slo he regression line

ime: 07:12:49 PM ) Total Marks: 1
rmula relates beta of the stock to the

Question # 6 of 15 ( Start time: 07:13:54 PM ) Total Marks: 1
At the termination of project, which of the following needs to be
considered relating to project assets?

Select correct option:

Salvage value

Book value

Intrinsic value

Fair value



Question # 7 of 15 ( Start time: 07:14:50 PM ) Total Marks: 1

The the coefficient of variation the relative risk of
the investment.

Select correct option:

Larger; Larger

Larger; Smaller

Smaller; Larger

Smaller; Smaller

Who or what is a person or institution designated by a bon@ j
the official representative of

the bondholders?

Select correct option:

Indenture

Debenture

Bond
Bond trustee

Question # 8 of 15 ( Start time: 07:15:17 PM ) Total Marks;
‘@er as

Question # 9 of 15 ( Start time: 07: ) Total Marks: 1
Upon which of the following a firnaes d e of operating leverage
(DOL) depends primarily?

Select correct option:

Sales variability A
Level of fixed operating ts

Closeness to its operating break-even point
Debt-to-equity rati %’

Question # 1 Start time: 07:16:21 PM ) Total Marks: 1
Which of th [[Bwing equations is the correct one?

Selectg€orfect dption:

Net incremental after tax cash flows = net operating income +
depreciation +Tax savings from depreciation + net working capital +
other cash flow

Net i?yremental after tax cash flows = net operating income -
depreciation +Tax savings from depreciation + net working capital +
other cash flow

Net incremental after tax cash flows = net operating income +
depreciation -Tax savings from depreciation - net working capital +
other cash flow

Net incremental after tax cash flows = net operating income +
depreciation +Tax savings from depreciation + net working capital -
other cash flow



Question # 11 of 15 ( Start time: 07:17:46 PM ) Total Marks: 1
Which of the following is NOT an example of a financial intermediary?
Select correct option:

Wisconsin S&L, a savings and loan association

Strong Capital Appreciation, a mutual fund

Microsoft Corporation, a software firm

College Credit, a credit union

Question # 12 of 15 ( Start time: 07:18:52 PM ) Total Marks:

What should be used to calculate the proportional amount

financing employed by a firm? ?B
Select correct option:

The common stock equity account on the firm's bal t

The sum of common stock and preferred stock on the nce sheet
The book value of the firm l\,

The current market price per share of common stock times the number
of shares Outstanding

Question # 13 of 15 ( Start time: 07:19 %;
When Investors want high plowback(ratios"
Select correct option: ‘
Whenever ROE > k
Whenever k > ROE

Only when they are in low
Whenever bank interest

) Total Marks: 1

ckets

Question # 14 of 1
Which of thegfoll /are the component(s) of working capital
management:

Select corre i
Current. a ts
Fixed ts

Fixed asset®’and long-term liabilities
Current assets and current liabilities

Question # 15 of 15 ( Start time: 07:20:43 PM ) Total Marks: 1
Which of the following refers to the cost of taking up one option while
sacrificing the other?

Select correct option:

Opportunity cost

Operating cost

Sunk cost

Floatation cost



Question # 1 of 15 ( Start time: 09:28:53 AM ) Total Marks: 1
Which of the following could NOT be defined as the capital structure of
the Company?
Select correct option:

The firm's mix of Assets and liabilities

The firm's common stocks only

The firm's debt-equity ratio

All of the given options
Question # 2 of 15 ( Start time: 09:29:41 AM ) Total Ma
Which of the following is NOT an example of hybrid equity
Select correct option: (b

Convertible Bonds

Convertible Debenture

Common shares

Preferred shares

Question # 3 of 15 ( Start time: 09:30:45 AM ) Total Marks: 1
Which of the following should be include ile calculating the cash
flows associated with a project?

Select correct option:
Cash flows at the time of invest
Cash flows during the Iife j ct
Cash flows at the termi
All of the given optlons
Question # 4 of 15 (' S : 09:31:28 AM) Total Marks: 1
Which of the foIIowmg a Temporary Account?
Select correct opt|
Asset

Liability

Reserv

Revenue

i0 of 15 ( Start time: 09:31:56 AM ) Total Marks: 1
Th Il (weighted average) cost of capital is composed of weighted

averages of which of the following?
Select correct option:

The cost of common equity and the cost of debt

The cost of common equity and the cost of preferred stock

The cost of preferred stock and the cost of debt

The cost of common equity, the cost of preferred stock, and the
cost of debt

Question # 6 of 15 ( Start time: 09:32:46 AM ) Total Marks: 1



Which of the following could be defined as the capital structure of the
Company?
Select correct option:

The firm's mix of different securities

The firm's debt-equity ratio

The market imperfection that the firm's manager can exploit

All of the above

Question # 7 of 15 ( Start time: 09:33:13 AM ) Total Marks: 1
Upon which of the following a firm's degree of operating leverage
(DOL) depends primarily?
Select correct option:

Sales variability

Level of fixed operating costs

Closeness to its operating break-even point

Debt-to-equity ratio

Question # 8 of 15 ( Start time: 09:33:52 AM ) Total Marks: 1
Consider two bonds, A and B. Both bonds“presently are selling at their
par value of Rs. 1,000. Each pays interest offRs. 120 annually. Bond A
will mature in 5 years while bond B willymature in 6 years. If the yields
to maturity on the two bonds chanage from 12% to 10%,
Select correct option:

Both bonds will increasefib value, but bond A will increase more
than bond B

Both bonds will increase in value, but bond B will increase more
than bond A

Both bonds will decréase in value, but bond A will decrease more
than bond B

Both bonds wilhdecrease in value, but bond B will decrease more
than bond A

Questigny# 9%ef 15 ( Start time: 09:34:26 AM ) Total Marks: 1
The,explicitrCosts associated with corporate default, such as legal
expenses, are the of the firm.

Selectycorrect option:
Flotation costs
Default beta coefficients
Direct bankruptcy costs
Indirect bankruptcy costs

Question # 10 of 15 ( Start time: 09:35:00 AM) Total Marks: 1
Which of the following portfolio statistics statements is correct?
Select correct option:



A portfolio's expected return is a simple weighted average of
expected returns of the individual securities comprising the portfolio.

A portfolio's standard deviation of return is a simple weighted
average of individual security return standard deviations.

The square root of a portfolio's standard deviation of return
equals its variance.

The square root of a portfolio's standard deviation of return
equals its coefficient of variation.

Question # 11 of 15 ( Start time: 09:35:39 AM ) Total Marksy,1
Calculate the break-even point for sales revenues given thefollowing
information. The firm has Rs.1, 000,000 in fixed costs. Thesfirm
anticipates that variable costs will be Rs.1 for everyRs /5 n sales.
Select correct option:

Rs.1, 250,000

Rs.1, 000,000

Rs.250, 000

Rs.200, 000

Question # 12 of 15 ( Start time: 09:36%02 AM ) Total Marks: 1
Which of the following equation is NOTReorrect?
Select correct option:

Gross Revenue - Admin &s@Qperating Expenses = Operating
Revenue

Other Expenses + Other Revenue = EBIT

EBIT - Financial Chafges'& Interest = EBT

Net Income - Dividends”= Retained Earning

Question # 13 ofyl5 ( Start time: 09:36:40 AM ) Total Marks: 1
If 2 stocks mowe inthe same direction together then what will be the
correlation cOeffigient?
Selectgeorfect gption:

0

1.0

-1°0

N5

Question # 14 of 15 ( Start time: 09:37:02 AM ) Total Marks: 1
Which of the following is NOT an example of a financial intermediary?
Select correct option:

Wisconsin S&L, a savings and loan association

Strong Capital Appreciation, a mutual fund

Microsoft Corporation, a software firm

College Credit, a credit union



Question # 15 of 15 ( Start time: 09:37:29 AM ) Total Marks: 1
Which of the following could be taken same as minimizing the
weighted average cost of capital?
Select correct option:
Maximizing the market value of the firm
Maximizing the market value of the firm only if MM's Proposition I
Minimizing the market value of the firm only if MM's Proposition I

holds
Maximizing the profits of the firm m

Sent at 9:37 AM on Wednesday

Quiz Start Time: 09:42 AM (b

Time Left 75
sec(s)

Question # 2 of 15 ( Start time: 09:49:39 AM ) otal Marks: 1
Which of the following is the maximum ount of debt (and other
fixed-charge financing) that a firm can a uately service?

Select correct option:

Debt capacity
Debt-service burden
Adequacy capacity
Fixed-charge burden

Quiz Start Time: 09:42

Time Left 76

sec(s)

Question # 6of t time: 09:53:17 AM ) Total Marks: 1
An arbitrage oppo ity exists if an investor can construct a

[ S nt portfolio that will yield a sure profit.
Selectgeo t ion:
P ive

egative
Zero
of the above

Question # 7 of 15 ( Start time: 09:53:43 AM ) Total Marks: 1
Upon which of the following a firm's degree of operating leverage
(DOL) depends primarily?
Select correct option:

Sales variability

Level of fixed operating costs



Closeness to its operating break-even point
Debt-to-equity ratio

Question # 8 of 15 ( Start time: 09:54:06 AM ) Total Marks: 1
Which of the following is the maximum amount of debt (and other
fixed-charge financing) that a firm can adequately service?
Select correct option:

Debt capacity

Debt-service burden

Adequacy capacity

Fixed-charge burden

Question # 9 of 15 ( Start time: 09:54:27 AM ) Total Marks: 1
Where the stock points will lie, if a stock is a part ofytotally diversified
portfolio?

Select correct option:
It will lie below the regression line
It will line above the regression ling
It will line exactly on the regression line
It will be tangent to the regression line

Question # 10 of 15 ( Start time09:54555 AM ) Total Marks: 1
A set of possible values that a gj@ndom variable can assume and their
associated probabilities of ocgurrenceé are referred to as
Select correct option:

Probability distribution

The expected return

The standard deviation

Coefficient of variation

Question # 1% of¥l5 ( Start time: 09:55:20 AM ) Total Marks: 1
The the coefficient of variation the relative risk of
the investment.
Select correct option:

Larger; Larger

Larger; Smaller

Smaller; Larger

Smaller; Smaller

Question # 12 of 15 ( Start time: 09:55:40 AM ) Total Marks: 1
You are considering two investment proposals, project A and project B.
B's expected net present value is Rs. 1,000 greater than that for A and
A's dispersion of net present value is less than that for B. On the basis
of risk and return, what would be your conclusion?



Select correct option:
Project A dominates project B
Project B dominates project A
Neither project dominates the other in terms of risk and return
Incomplete information

Question # 13 of 15 ( Start time: 09:55:58 AM ) Total Marks: 1
Which of the following could be taken same as minimizing the
weighted average cost of capital?
Select correct option:

Maximizing the market value of the firm

Maximizing the market value of the firm only if MM's Rrgpesition'I

Minimizing the market value of the firm only ifMM/S Rropesition I
holds

Maximizing the profits of the firm

Question # 14 of 15 ( Start time: 09:56:22 AMY) Total Marks: 1
Which of the following statements is TRBE regarding Permanent
Accounts?
Select correct option:
Accounts that are found on Incgme, Statement
Accounts that are found on Statemgent of Retained Earnings
Accounts that are found on Balance Sheet
All of the given options

Question # 15 of 15 ( St@wt tirme: 09:56:49 AM ) Total Marks: 1
Why companies invest/in projects with negative NPV?
Select correct option:

Because there is hidden value in each project

Because therewmay be chance of rapid growth

Becauséithey, have invested a lot

Adl ofthe giwen options

Questioh #»1 of 15 ( Start time: 09:59:57 AM ) Total Marks: 1
Total portfolio risk is .
Selectycorrect option:

Equal to systematic risk plus non-diversifiable risk

Equal to avoidable risk plus diversifiable risk

Equal to systematic risk plus unavoidable risk

Equal to systematic risk plus diversifiable risk

Question # 2 of 15 ( Start time: 10:00:52 AM ) Total Marks: 1
A statistical measure of the variability of a distribution around its mean
is referred to as



Select correct option:
Probability distribution
Expected return
Standard deviation
Coefficient of variation

Question # 3 of 15 ( Start time: 10:01:18 AM ) Total Marks: 1
Who or what is a person or institution designated by a bond issuer as

the official representative of the bondholders?
Select correct option:
Indenture ‘b

Debenture

Bond

Bond trustee
Question # 4 of 15 ( Start time: 10:01:39 AM tal Marks: 1
Upon which of the following a firm's degree of ting leverage

(DOL) depends primarily?

Select correct option:
Sales variability
Level of fixed operating costs

Closeness to its operating breals—éven point
Debt-to-equity ratio

Question # 5 of 15 ( Start time:
The the coeffici 0
the investment.
Select correct option:

Larger; Larger

Larger; Smaller

Smaller; Barg

Smaﬂeﬁ er
[ 15 ( Start time: 10:02:23 AM ) Total Marks: 1

:02:00 AM ) Total Marks: 1
riation the relative risk of

Se rect option
Liability
Reserves
Revenue
Question # 7 of 15 ( Start time: 10:02:50 AM ) Total Marks: 1

What should be the focal point of financial management in a firm?
Select correct option:
The number and types of products or services provided by the



firm
The minimization of the amount of taxes paid by the firm
The creation of value for shareholders
The dollars profits earned by the firm

Question # 8 of 15 ( Start time: 10:03:13 AM ) Total Marks: 1
Where the stock points will lie, if a stock is a part of totally diversified
portfolio?

Select correct option:
It will lie below the regression line
It will line above the regression line
It will line exactly on the regression line (b
It will be tangent to the regression line (b
Question # 9 of 15 ( Start time: 10:03:35 AM tal Marks: 1
are also known as Spontaneous Finan
Select correct option:
Current liabilities

Current assets
Fixed assets

Long-term liabilities “?
Question # 10 of 15 ( Start ti :54 AM ) Total Marks: 1

The RBS pays 5.60%, comp aily (based on 360 days), on a 9-
month certificate of deposi deposit Rs.20, 000 you would
expect to earn around in interest.

Select correct option:

Rs.840

Rs.858

Rs.1,032

Rs.1,1§

[ of 15 ( Start time: 10:04:13 AM ) Total Marks: 1
ind is that instead of looking at net cash flows

Question # 12 of 15 ( Start time: 10:04:33 AM) Total Marks: 1
Which of the following factor(s) do NOT affects the movements in the
market index?



Select correct option:
Macroeconomic factors
Socio political factors
Social factors
All of the given options

Question # 13 of 15 ( Start time: 10:04:55 AM ) Total Marks: 1
Which of the following is as EBIT?
Select correct option:

Funds provided by operations

Earnings before taxes

Net income

Operating profit
Question # 14 of 15 ( Start time: 10:05:13 AM ) al Marks: 1

Which of the following refers to a policy of divi "smoothing"?
Select correct option:
Maintaining a constant dividend pa&rati

Keeping the regular dividend at the e level indefinitely
Maintaining a steady progression of dividend increases over time

Alternating cash dividends with(s vidends
Question # 15 of 15 ( Start ti 143 AM) Total Marks: 1
If risk and return combinatiomof stock is above the SML, what

does it mean?
Select correct option:

It is offering low teyof return as compared to the efficient
stock (N

It is offering higher rate of return as compared to the efficient
stock y'
Its ri@ n is zero as compared to the efficient stock

I rimg rate of return equal to the efficient stock

of 15 ( Start time: 10:10:03 AM ) Total Marks: 1
the following is NOT an example of hybrid equity
orrect option:
Convertible Bonds
Convertible Debenture
Common shares
Preferred shares

Question # 3 of 15 ( Start time: 10:11:00 AM ) Total Marks: 1
What should be used to calculate the proportional amount of equity
financing employed by a firm?



Select correct option:

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

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

The book value of the firm

The current market price per share of common stock times the
number of shares Outstanding

Question # 5 of 15 ( Start time: 10:12:23 AM ) Total Marks: 1
Which of the following is related to the use Lower financial Iev

Select correct option:
Fixed costs ‘b
Variable costs

Debt financing ‘b

Common equity financing

Question # 6 of 15 ( Start time: 10:12:46 AM ) otal Marks: 1
A 5-year ordinary annuity has a presentialue of\Rs.1,000. If the
interest rate is 8 percent, the amount of, h annuity payment is
closest to which of the following?
Select correct option:
Rs. 250.44
Rs. 231.91
Rs.181.62
Rs.184.08

Question # 7 of 15 (

The objective of fi i
wealth.
Select correct'option,
Stakeholde
Shareholders
B old€érs

irectors

e: 10:13:08 AM ) Total Marks: 1
anagement is to maximize

Ques # 8 of 15 ( Start time: 10:13:32 AM) Total Marks: 1
Which of the following stipulate a relationship between expected return
and risk?
Select correct option:

APT stipulates

CAPM stipulates

Both CAPM and APT stipulate

Neither CAPM nor APT stipulate



Question # 9 of 15 ( Start time: 10:13:51 AM) Total Marks: 1
Which type of responsibilities are primarily assigned to Controller and
Treasurer respectively?
Select correct option:

Operational; financial management

Financial management; accounting

Accounting; financial management

Financial management; operations

Question # 11 of 15 ( Start time: 10:14:26 AM ) Total Marksy,1
The stock in your portfolio was selling for Rs.40 per share yestexday,
but has today declared a three for two split. Which of the following
statements seems to be true?
Select correct option:

There will be two-thirds as many shares qutstanding, and they
will sell for Rs.60.00 each

There will be four times as many shares outstanding, and they
will sell for Rs.160.00 each

There will be 50 percent more shares outstanding and they will
sell for Rs.26.67 each

There will be one-and-one-half fimes as many shares
outstanding, and they will sell forRs.60/00 each

Question # 12 of 15 ( Start time:"20:15:01 AM) Total Marks: 1
Which of the following is cgfrectigegarding the opportunity cost of
capital for a project?
Select correct option:

The opportunity gestyof capital is the return that investors give up
by investing jin the project rather than in securities of equivalent risk.

Financial mganagers use the capital asset pricing model to
estimate thefeppartunity cost of capital

The edmpany cost of capital is the expected rate of return
demanded by®inhvestors in a company

All of the given options

Questien # 13 of 15 ( Start time: 10:15:20 AM) Total Marks: 1
When taxes are considered, the value of a levered firm equals the
value of the
Select correct option:

Unlevered firm

Unlevered firm plus the value of the debt

Unlevered firm plus the present value of the tax shield

Unlevered firm plus the value of the debt plus the value of the tax
shield



Question # 14 of 15 ( Start time: 10:15:50 AM ) Total Marks: 1
Which of the following is the cash required during a specific period to
meet interest expenses and principal payments?
Select correct option:

Debt capacity

Debt-service burden

Adequacy capacity

Nominal Interest Rate is also known as:

Fixed-charge burden
Question # 15 of 15 ( Start time: 10:16:14 AM) Tot?&&
Select correct option:

Effective interest Rate

Annual percentage rate

Periodic interest rate

Required interest rate

Question # 1 of 15 ( Start tim
What should be the focal poi

:32 AM )Total Marks: 1
ncial management in a firm?

Select correct option:

The number and type products or services provided by the firm
The minimization of the apriount of taxes paid by the firm

The creation of value for shareholders

The dollars % rned by the firm

i0 of 15 ( Start time: 09:04:10 AM )Total Marks: 1
Ho reholder wealth" is represented in a firm?

Select correct option:

The number of people employed in the firm

The book value of the firm's assets less the book value of its liabilities
The market price per share of the firm's common stock

The amount of salary paid to its employees

Question # 3 of 15 ( Start time: 09:04:35 AM )Total Marks: 1



Effective interest rate is different from nominal rate of interest
because:

Select correct option:

Nominal interest rate ignores compounding

Nominal interest rate includes frequency of compounding
Periodic interest rate ignores the effect of inflation

All of the given options

Question # 4 of 15 ( Start time: 09:04:52 AM )Total Marks: 1

is equal to (common shareholders' equity/com
outstanding). T&
Select correct option: (b
Book value per share

Liquidation value per share
Market value per share
None of the above

Question # 5 of 15 ( Start time: 09: )Total Marks: 1

Which one of the following select bination of investment
proposals that will

provide the greatest increasefin the-value of the firm within the budget
ceiling constraint?

Select correct option:

Cash budgeting

Capital budgeting

Capital rationin

Capital expeﬁ%

QlS ( Start time: 09:06:02 AM )Total Marks: 1

nd individuals running different types of businesses have

Select correct option:

Life span of the project
Cost of the capital

Return on asset

None of the given options

Question # 7 of 15 ( Start time: 09:07:10 AM )Total Marks: 1
Which of the following is as EBIT?



Select correct option:

Funds provided by operations
Earnings before taxes

Net income

Operating profit

Question # 8 of 15 ( Start time: 09:07:35 AM )Total Marks: 1

The RBS pays 5.60%, compounded daily (based on 360 days), % 9-
month certificate of deposit, if you deposit Rs.20, 000 you

expect to earn around in interest. 2‘&

Select correct option: (b
Rs.840

Rs.858
Rs.1,032
Rs.1,121

% )Total Marks: 1

ce of operating leverage

Question # 9 of 15 ( Start time: 09:08:
Upon which of the following a firm'sde
(DOL) depends primarily? ‘

Select correct option:

Sales variability

Level of fixed operating@
Closeness to its operatin&

Question # 1 Start time: 09:08:28 AM ) Total Marks: 1
The valueﬁ d is NOT directly tied to the value of which of the
i et

Liquid assets of the business
Fixed assets of the business
Long term assets of the business

Question # 11 of 15 ( Start time: 09:08:46 AM ) Total Marks: 1
The overall (weighted average) cost of capital is composed of weighted
averages of which of the following?

Select correct option:



The cost of common equity and the cost of debt

The cost of common equity and the cost of preferred stock

The cost of preferred stock and the cost of debt

The cost of common equity, the cost of preferred stock, and the cost of
debt

Question # 12 of 15 ( Start time: 09:09:32 AM ) Total Marks: 1
Total portfolio risk is a combination of:

Select correct option:

Systematic risk plus non-diversifiable risk
Avoidable risk plus diversifiable risk
Systematic risk plus unavoidable risk
Systematic risk plus diversifiable risk

Question # 13 of 15 ( Start time: 09:09:49 AM) Total Marks: 1
Which of the following refers to time value of meney’Concept?

Select correct option:

A rupee in one’s hand at present is worth less than the rupee that one
is going to receive tomorrow

A rupee in one’s hand at present is worth more than the rupee that
one is going to receive tomorrow

A rupee in one’s hand at present i§,worth same as the rupee that one
is going to receive tomorrow

All of the given options

Question # 14 of 15 (AStart time: 09:10:14 AM ) Total Marks: 1
In which of the fellowing approach you need to bring all the projects to
the same length intime?

Selectgeorfect gption:

MIRR approach

Geing concern approach
Common life approach
Equivalent annual approach

Question # 15 of 15 ( Start time: 09:10:30 AM ) Total Marks: 1
Which of the following costs would be considered a fixed cost?

Select correct option:
Raw materials
Depreciation



Bad-debt losses
Production labor

Question # 1 of 15 ( Start time: 09:13:17 AM )Total Marks: 1
The conventional measure of dispersion is .

Select correct option:
A probability distribution

The expected return
The standard deviation
Coefficient of variation (b

Question # 2 of 15 ( Start time: 09:13:34 AM )Tot
An arbitrage opportunity exists if an investor can c
investment portfolio that will yield a sur

Select correct option:
Positive

Negative

Zero

All of the above

Question # 3 of 15 ( Start tim
In efficient market the stock gfi
which depends upon

:53 AM )Total Marks: 1
pends upon the required return

Select correct option:
Market risk

Total risk ‘b
Diversified ris
Non- systw .

15 ( Start time: 09:14:07 AM )Total Marks: 1
ies invest in projects with negative NPV?

orrect option:
Because there is hidden value in each project
Because there may be chance of rapid growth
Because they have invested a lot
All of the given options

Question # 5 of 15 ( Start time: 09:14:23 AM )Total Marks: 1
What does the law of conservation of value implies?



Select correct option:

The mix of senior and subordinated debt does not affect the value of
the firm

The mix of convertible and non-convertible debt does not affect the
value of the firm

The mix of common stock and preferred stock does not affect the
value of the firm

All of the given options

Question # 7 of 15 ( Start time: 09:14:53 AM )Total Marks: 1
Study the time line and accompanying 5-period cash-flow p
below. 0123456 Time line

1

. | -==-eee o | ===-ee — R | Re® .10
Rs.10 Rs.10 Cash flows | | A B The present value ofythe riod
annuity shown above as of Point A is the present va a 5-period

, whereas the future value o ame annuity as of

Point B is the future value of a 5-period

Annuity due; annuity due
Annuity due; ordinary annuity

Select correct option:
Ordinary annuity; ordinary annuity
Ordinary annuity; annuity due (b

Question # 8 of 15 ( Start
What is a legal agreem
corporation issuing bo
of the bond issue?

Select correct'option.
Indenture :

called the deed of trust, between the
the bondholders that establish the terms

# 9 of 15 ( Start time: 09:16:19 AM )Total Marks: 1
Which of the following is the value of beta for the market portfolio?

Select correct option:
0.25
-1.0



o
u1o

Question # 10 of 15 ( Start time: 09:17:07 AM ) Total Marks: 1
Which of the following is FALSE about Perpetuity?

Its cash flows are identical

None of the given options (b

Question # 11 of 15 ( Start time: 09:17:46 AM otal Marks: 1
Upon which of the following a firm's deghkee of operating leverage
(DOL) depends primarily?

Select correct option: (b
Sales variability
Level of fixed operating costs A

Closeness to its operating break-even point
Debt-to-equity ratio g

Select correct option:
It is a series of cash flows
Cash flows occur for a specific time period ‘b

Question # 12 of 15 (
According to timin
from R eve

Select corre%
Highe&/ r
Lower; e

Lower; higher
Hi migher

rttime: 09:17:59 AM ) Total Marks: 1
ce problem a good project might suffer
ugh its NPV is

Question # 13 of 15 ( Start time: 09:18:34 AM ) Total Marks: 1
Which of the following refers to the risk associated with interest rate
uncertainty?

Select correct option:
Default risk premium
Sovereign Risk Premium
Market risk premium



Maturity risk premium

Question # 14 of 15 ( Start time: 09:18:50 AM ) Total Marks: 1
Which of the following formulas represents a correct calculation of the
degree of operating leverage?

Select correct option:

(Q - QBE)/Q

(EBIT) / (EBIT - FC)

[Q(P-V) + FC] /[Q(P-V)]

Q(P-V) / [Q(P-V) - FC]

Question # 15 of 15 ( Start time: 09:19:04 AM ) s: 1

Why markets and market returns fluctuate?

Select correct option:

Because of political factors
Because of social factors
Because of socio-political factors

Because of macro systematic factors‘

Question # 1 of 15 ( Start ti

: :38:46 PM )Total Marks: 1
Which of the followings ar e

positions of Modigliani and Miller's?

Select correct option:
The market valug,0 m's common stock is independent of its

capital struc%
The market #alu a firm's debt is independent of its capital structure

The market value of any firm is independent of its capital structure
None e giWen options

Ques # 2 of 15 ( Start time: 01:39:19 PM )Total Marks: 1

A capital budgeting technique through which discount rate equates the
present value of the future net cash flows from an investment project
with the project’s initial cash outflow is known as:

Select correct option:
Payback period
Internal rate of return



Net present value
Profitability index

Question # 3 of 15 ( Start time: 01:40:08 PM )Total Marks: 1
What should be the focal point of financial management in a firm?

Select correct option:

The number and types of products or services provided by the fin
The minimization of the amount of taxes paid by the firm

The creation of value for shareholders

The dollars profits earned by the firm (b

Question # 4 of 15 ( Start time: 01:40:49 PM )Total rks: 1
Which of the following is the risk of investing f i other country?

Select correct option: ‘b

Default risk premium
Sovereign Risk Premium
Market risk premium
Maturity risk premium

Question # 50f t time: 01:41:17 PM )Total Marks: 1
Which of the fallo is FALSE about Perpetuity?

Selectﬁo@mn:
It is a ies of cash flows

Cash flows occur for a specific time period
Its ‘easH'flows are identical
None‘ef the given options

Question # 6 of 15 ( Start time: 01:41:51 PM )Total Marks: 1
According to , the firm's cost of equity increases with
greater debt financing, but the WACC remains unchanged.

Select correct option:



M&M Proposition I with taxes
M&M Proposition I without taxes
M&M Proposition II without taxes
M&M Proposition II with taxes

Question # 7 of 15 ( Start time: 01:42:44 PM )Total Marks: 1
Which of the following value of the shares changes with investor’s

perception about the company’s future and supply and demand :

situation?

Select correct option: (b
Par value

Market value

Intrinsic value
Face value

Question # 8 of 15 ( Start time: 01:43: )Total Marks: 1

Select correct option:
0

0.5

1

-1

Question # 1 tart time: 01:43:46 PM )Total Marks: 1

Which of th llowing is the cash required during a specific period to
meet i t enses and principal payments?

Debt-service burden
Adequacy capacity
Fixed-charge burden

Question # 10 of 15 ( Start time: 01:44:15 PM) Total Marks: 1
is equal to (common shareholders' equity/common shares
outstanding).



Select correct option:

Book value per share
Liquidation value per share
Market value per share
None of the above

Question # 11 of 15 ( Start time: 01:44:47 PM ) Totalf@
Select correct option: (b
Diversification

Standard deviation

Variance

Covariance

Question # 12 of 15 ( Start time: 01:45 ) Total Marks: 1
How "Shareholder wealth" is repres a firm?

Select correct option:
The number of people employ firm
The book value of the firm's e ss the book value of its liabilities

The market price per share of the firm's common stock

The amount of salary w'employees

Question # 0 ( Start time: 01:45:56 PM ) Total Marks: 1
Whichgef following would generally have unlimited liability?

A limited partner in a partnership

A shareholder in a corporation

The owner of a sole proprietorship

A member in a limited liability company (LLC)

Question # 14 of 15 ( Start time: 01:46:32 PM ) Total Marks: 1
Which of the following is an example of restructuring the firm?



Select correct option:

Dividends are increased from Rs.1 to Rs.2 per share
A new investment increases the firm's business risk
New equity is issued and the proceeds repay debt

A new Board of Directors is elected to the firm

Question # 15 of 15 ( Start time: 01:47:27 PM ) Total Marks: 1
An investment proposal should be judged in whether or not it Q

provides: (b

Select correct option:

A return equal to the return require by the investor
A return more than required by investor

A return less than required by investor

A return equal to or more than required b inves;or

Quiz Start Time: 06:29 PM

Time Left 88

sec(s)

Question # 1 of 15 ( Start tim 29:20 PM ) Total Marks: 1
Which statement is NOT truefggaikding the market portfolio?
Select correct option:

It includes all publicly tr@lancial assets

It is the tangency point between the capital market line and the
indifference curve

All securitiesji 6 Ket portfolio are held in proportion to their
market value

It lies on th I t frontier
Questi ofwl5 ( Start time: 06:30:38 PM ) Total Marks: 1

e¥llowing is type a Temporary Account?
t option:

Reserves

Revenue

Quiz Start Time: 06:29 PM

Time Left 89

sec(s)

Question # 3 of 15 ( Start time: 06:32:00 PM ) Total Marks: 1

For which of the following costs is it generally necessary to apply a tax
adjustment to a yield



measure?

Select correct option:

Cost of debt

Cost of preferred stock

Cost of common equity

Cost of retained earnings

Question # 4 of 15 ( Start time: 06:32:50 PM ) Total Marks: 1
Total portfolio risk is a combination of:

Select correct option:
Systematic risk plus non-diversifiable risk
Avoidable risk plus diversifiable risk
Systematic risk plus unavoidable risk (b
Systematic risk plus diversifiable risk

Question # 5 of 15 ( Start time: 06:33:32 PM ) Tot v1
What is the additional amount a borrower must pay toylender to
compensate for assuming the risk associated n-payment?

Select correct option:

Default risk premium

Sovereign Risk Premium
Market risk premium

Maturity risk premium

Question # 6 of 15 ( Start time:
Which of the following is the c
meet interest expenses and
Select correct option:

Debt capacity

Debt-service burden
Adequacy capacity

Fixed-charg
Question # 7 art time: 06:34:36 PM ) Total Marks: 1
g refers to time value of money concept?

Which of th i i :
Selectgo ion:
A rupe s hand at present is worth less than the rupee that one

ceive tomorrow
A rupee in one’s hand at present is worth more than the rupee that
one is going to receive tomorrow
A rupee in one’s hand at present is worth same as the rupee that one
is going to receive tomorrow
All of the given options

PM ) Total Marks: 1
Ired during a specific period to
payments?

Question # 8 of 15 ( Start time: 06:35:15 PM ) Total Marks: 1
Which of the following statements is TRUE regarding Permanent
Accounts?



Select correct option:

Accounts that are found on Income Statement

Accounts that are found on Statement of Retained Earnings
Accounts that are found on Balance Sheet

All of the given options

Question # 9 of 15 ( Start time: 06:35:56 PM ) Total Marks: 1
In which of the following approach you need to bring all the projects to

the same length in time?
Select correct option: (bm

MIRR approach

Going concern approach

Common life approach

Equivalent annual approach

Question # 10 of 15 ( Start time: 06:36:31 P al Marks: 1

What is the difference between economic profit @fAd accounting profit?
Select correct option:
Economic profit includes a charge for all viders of capital while
accounting profit includes only a charge bt
Economic profit covers the profit over The 1ife of the firm, while
accounting profit only covers the gos ent accounting period
Accounting profit is based on c e ccepted accounting rules while
economic profit is based on
All of the given options are correct
Question # 11 of 15 ( Syat tifre: 06:37:13 PM ) Total Marks: 1
Which of the foIIowmg be the drawback of using payback
period techmque of udgeting?
Select corre
It does not ac r tlme value of money
It neglects c& s after the payback period
It doe‘no& erest rate while making calculations
Itis a trlcky and complicated method

2 of 15 ( Start time: 06:37:43 PM ) Total Marks: 1
the following would be considered a cash-flow item from an
ing" activity?
Select correct option:
Cash outflow to the government for taxes
Cash outflow to shareholders as dividends
Cash outflow to lenders as interest
Cash outflow to purchase bonds issued by another company
Question # 13 of 15 ( Start time: 06:38:24 PM ) Total Marks: 1
What is difference between shares and bonds?
Select correct option:




Bonds are representing ownership whereas shares are not
Shares are representing ownership whereas bonds are not
Shares and bonds both represent equity

Shares and bond both represent liabilities

Question # 14 of 15 ( Start time: 06:39:06 PM ) Total Marks: 1
Which of the following are known as Discretionary Financing?
Select correct option:

Current liabilities

Current assets

Fixed assets

Long-term liabilities

Question # 15 of 15 ( Start time: 06:39:56 PM ) Total Mar

Which of the following is similar between Return on/fiv and
Payback period techniques of

Capital budgeting?

Select correct option:

Involvement of interest rate while making calculatio

Do not account for time value of money
Tricky and complicated methods

All of the given options

M ) Total Marks: 1
In 2 years you are to receive Rs. f the interest rate were to
suddenly decrease, the
present value of that future 0 o you would
Select correct option:

Fall

Rise

Remain unchanged

Incomplete i

Question # 1 art time: 06:42:41 PM ) Total Marks: 1

As interest rétes up, the present value of a stream of fixed cash
rost Q
Select e ption:

Goes down

Goas UpA

Staysyhe same

Can not be found from the given information

Question # 3 of 15 ( Start time: 06:43:30 PM ) Total Marks: 1
All of the following are the financial statements used for the purpose of
reporting and analysis

EXCEPT:

Select correct option:

Balance Sheet

Income Statement




Cash budget

Statement of Retained Earnings

Question # 4 of 15 ( Start time: 06:44:12 PM ) Total Marks: 1

The value of the bond is NOT directly tied to the value of which of the
following assets?

Select correct option:

Real assets of the business

Liquid assets of the business

Fixed assets of the business
Long term assets of the business
Question # 5 of 15 ( Start time: 06:44:45 PM ) Total Mar

Which of the following statistic measures the returns of tw
assets that move together?

Select correct option:

Correlation
Standard deviation
Square root
Variance

Question # 6 of 15 ( Start time: 06:45:4
Which of the following needs to be excl
incremental cash flows?

Select correct option:
Depreciation

Sunk cost
Opportunity cost
Non-cash item
Question # 7 of 15 (
What is the presen

years if intergst gate
Select correct'Qptiong;
Rs.6,015 0

# 8 of 15 ( Start time: 06:47:00 PM ) Total Marks: 1

the present value of Rs. 3,500,000 to be paid at the end of 50
years if the correct risk adjusted interest rate is 18%?

Select correct option:

Rs.105,000

Rs.1,500,000

Rs.3975,000

Rs. 350,000

Question # 9 of 15 ( Start time: 06:47:37 PM ) Total Marks: 1

) Total Marks: 1
lhile we calculate the

e: 06:46:15 PM ) Total Marks: 1
f Rs.8,000 to be paid at the end of three
%"?




Which of the following is a capital budgeting technique that is NOT
considered as discounted cash flow method?

Select correct option:

Payback period

Internal rate of return

Net present value

Profitability index

Question # 10 of 15 ( Start time: 06:48:10 PM ) Total Marks: 1
All of the following are the reasons for Uncertain NPV calculati
EXCEPT:
Select correct option:
f

Estimated discount rate does not change with the markets
Estimated Life of project is doubtful '\,
Annual after-tax cash flows are difficult to esti
Timing of cash flows is not exactly predictable
Question # 11 of 15 ( Start time: 06:49;32,PM ) Total Marks: 1
Which of the following formulas represe orrect calculation of the
degree of operating leverage?
Select correct option:
(Q - QBE)/Q
(EBIT) / (EBIT - FC)
[Q(P-V) + FC] /[Q(P-V)]
Q(P-V) / [Q(P-V) - FC]
Question # 12 of 15 (
How can a compan
Select correct opi
By borrowing
By shifting rt=germ to long-term debt
By shiffingdMonddterm to short-term debt
By selling common stock

ioh #13 of 15 ( Start time: 06:50:27 PM ) Total Marks: 1
the following would be considered a cash-flow item from an
ing" activity?
Select correct option:
Cash outflow to the government for taxes
Cash outflow to shareholders as dividends
Cash outflow to lenders as interest
Cash outflow to purchase bonds issued by another company
Question # 14 of 15 ( Start time: 06:51:23 PM ) Total Marks: 1
Consider two bonds, A and B. Both bonds presently are selling at their
par value of Rs. 1,000.

rtime: 06:50:02 PM ) Total Marks: 1
e (lower) its debt-to-total asset ratio?




Each pays interest of Rs. 120 annually. Bond A will mature in 5 years
while bond B will mature in

6 years. If the yields to maturity on the two bonds change from 12%
to 10%, .
Select correct option:

Both bonds will increase in value, but bond A will increase more than
bond B

Both bonds will increase in value, but bond B will increase more than
bond A

Both bonds will decrease in value, but bond A will decrease m n

bond B
Both bonds will decrease in value, but bond B will decreas% than

bond A

Question # 15 of 15 ( Start time: 06:52:04 PM ) T 01
Coefficient of variation is NOT the measure of

Select correct option:

Risk

Probability

Relative dispersion

Risk per unit of expected return

Question # 1 of 15 ( Start time:
Which of the following risk can
Select correct option:
Systematic risk

Beta

Firm specific risk

Market risk
Question # 20f t time: 06:58:16 PM ) Total Marks: 1
Si
e

PM ) Total Marks: 1
rsified away?

You are con o investment proposals, project A and project B.
B's expecte sent value is Rs. 1,000 greater than that for A and
g net present value is less than that for B. On the basis
re®rn, what would be your conclusion?

dominates project B

Projedl#B dominates project A

Neither project dominates the other in terms of risk and return
Incomplete information

Question # 3 of 15 ( Start time: 06:59:04 PM ) Total Marks: 1
How can a company improve (lower) its debt-to-total asset ratio?
Select correct option:

By borrowing more

By shifting short-term to long-term debt

By shifting long-term to short-term debt



By selling common stock

Question # 4 of 15 ( Start time: 06:59:40 PM ) Total Marks: 1
The current yield on a bond is equal to

Select correct option:

Annual interest divided by the current market price

The yield to maturity

Annual interest divided by the par value

The internal rate of return

Question # 5 of 15 ( Start time: 07:00:32 PM ) Total Marks: 1
Which of the following is a capital budgeting technique that is
considered as discounted

cash flow method? (b

Select correct option:

Payback period

Internal rate of return

Net present value

Profitability index

Question # 6 of 15 ( Start time: 07:01:8¢ PM ) Total Marks: 1

The the coefficient of variatio the relative risk of
the investment.

Select correct option:

Larger; Larger

Larger; Smaller
Smaller; Larger
Smaller; Smaller
Question # 7 of 15 ( St
Which of the following
of organization?
Select correct option
Double taxation of dividends

Inability of t W’to raise large sums of additional capital
imi iafilit shareholders
L 3

e corporate form

of 15 ( Start time: 07:02:53 PM ) Total Marks: 1
the following includes the planning, directing, monitoring,
organiging, and controlling of the monetary resources of an
organization?
Select correct option:
Financial accounting
Financial management
Financial engineering
Financial budgeting
Question # 9 of 15 ( Start time: 07:03:24 PM ) Total Marks: 1
Which of the following portfolio statistics statements is correct?

< 07:02:05 PM ) Total Marks: 1
jor disadvantage of the corporate form




Select correct option:

A portfolio's expected return is a simple weighted average of expected
returns of the individual securities comprising the portfolio.

A portfolio's standard deviation of return is a simple weighted average
of individual security return standard deviations.

The square root of a portfolio's standard deviation of return equals its
variance.

The square root of a portfolio's standard deviation of return equals its
coefficient of variation.

Question # 10 of 15 ( Start time: 07:04:10 PM ) Total Marks:

What is the present value of Rs.1,000 to be paid at the end

if the correct risk adjusted interest rate is 8%7? @

Select correct option:
Rs.714

Rs.1,462
Rs.322.69
Rs.401.98
Question # 11 of 15 ( Start time: 07:0
In 2 years you are to receive Rs.10,000.4
suddenly decrease, the present value o
would .
Select correct option:
Fall

Rise

Remain unchanged
Incomplete information
Question # 12 of 15 (
If a firm has a DOLLO
and EBIT?

Select correct'Qpti

If sales rise EBIT will rise by 5%

If sale@%, EBIT will rise by 1%

If sale e 5%, EBIT will fall by 25%

If sales rise by 1%, EBIT will rise by 5%

Quastiom # 13 of 15 ( Start time: 07:06:22 PM ) Total Marks: 1
WhenYponds are issued, under which of the following category the
value of the bond appears?

Select correct option:

Equity

Fixed assets

Short term loan

Long term loan

Question # 14 of 15 ( Start time: 07:07:31 PM ) Total Marks: 1

3 PM \Jotal Marks: 1

rtime: 07:05:45 PM ) Total Marks: 1
units, what would be the effect on sales



Which of the following could be defined as the capital structure of the
Company?

Select correct option:

The firm's mix of different securities

The firm's debt-equity ratio

The market imperfection that the firm's manager can exploit

All of the above

Question # 15 of 15 ( Start time: 07:08:09 PM ) Total Marks: 1

means expanding the number of investments which cover
different kinds of stocks.
Select correct option:
Diversification (b
Standard deviation
Variance
Covariance
Question # 1 of 15 ( Start time: 07:09:11 PM rks: 1

I
Which of the following risk can be diversified a ?
Select correct option:

Systematic risk
Beta

Firm specific risk

Market risk

Question # 2 of 15 ( Start tim
Companies and individuals r
to make the choices of th
asset according to whic
Select correct option:
Life span of the prol'

ect
Cost of the capi w

Return on ass

None of the@ive tions
Questi ofwl5 ( Start time: 07:11:29 PM ) Total Marks: 1

W nds, A and B. Both bonds presently are selling at their
s. 1,000.

interest of Rs. 120 annually. Bond A will mature in 5 years

while'¥pond B will mature in 6 years. If the yields to maturity on the

two bonds change from 12% to 10%,

Select correct option:

Both bonds will increase in value, but bond A will increase more than

bond B

Both bonds will increase in value, but bond B will increase more than

bond A

Both bonds will decrease in value, but bond A will decrease more than

bond B




Both bonds will decrease in value, but bond B will decrease more than
bond A

Question # 4 of 15 ( Start time: 07:12:15 PM ) Total Marks: 1

If the probability is written on Y-axis and the rate of return is
mentioned on the X-axis, Which kind

of relationship it shows when there is higher the standard deviation
the higher the risk.

Select correct option:

Indirect relationship
Inverse relationship
Direct relationship (b

No relationship

Question # 5 of 15 ( Start time: 07:12:49 PM ) To %
K e

Which of the following formula relates beta of the s
standard deviation?

Select correct option:
Covariance of stock with market * variance of the” market

Covariance of stock with market / variance of the market

Variance of the market / Covariance of with market

Slope of the regression line

Question # 6 of 15 ( Start time: 07: ) Total Marks: 1
At the termination of project, whigh o following needs to be

considered relating to project et
Select correct option:

Salvage value

Book value

Intrinsic value

Fair value
Question # 7p0f t time: 07:14:50 PM ) Total Marks: 1
e f

The icient of variation the relative risk of

the investmeRt.
Selectgorfect dption:
Larger; Large

r: Mler
S "Larger
Smaller; Smaller
Question # 8 of 15 ( Start time: 07:15:17 PM ) Total Marks: 1
Who or what is a person or institution designated by a bond issuer as
the official representative of the bondholders?
Select correct option:
Indenture
Debenture
Bond
Bond trustee



Question # 9 of 15 ( Start time: 07:15:52 PM ) Total Marks: 1
Upon which of the following a firm's degree of operating leverage
(DOL) depends primarily?

Select correct option:

Sales variability

Level of fixed operating costs

Closeness to its operating break-even point

Debt-to-equity ratio

Question # 10 of 15 ( Start time: 07:16:21 PM ) Total Marks: 1
Which of the following equations is the correct one?

Select correct option: |
Net incremental after tax cash flows = net operating income +
depreciation +Tax savings from depreciation + net working capital +
other cash flow ¢

depreciation +Tax savings from depreciation +
other cash flow

Net incremental after tax cash flows =
depreciation -Tax savings from depreciati
other cash flow

Net incremental after tax cash flow
depreciation +Tax savings from lon + net working capital -
other cash flow

Question # 11 of 15 ( Start tj
Which of the following is
Select correct option:
Wisconsin S&L, a savi

Strong Capital App€diati

Microsoft Corporation, a software firm

College Credit)\a credit union

Question # 0 ( Start time: 07:18:52 PM ) Total Marks: 1
u‘? b?l

loan association
, @ mutual fund

sed to calculate the proportional amount of equity

mployed by a firm?

t option:
on stock equity account on the firm's balance sheet
The s of common stock and preferred stock on the balance sheet
The book value of the firm
The current market price per share of common stock times the number
of shares Outstanding
Question # 13 of 15 ( Start time: 07:19:44 PM ) Total Marks: 1
When Investors want high plowback ratios?
Select correct option:
Whenever ROE > k
Whenever k > ROE



Only when they are in low tax brackets
Whenever bank interest rates are high
Question # 14 of 15 ( Start time: 07:20:17 PM ) Total Marks: 1
Which of the following is/are the component(s) of working capital
management?

Select correct option:

Current assets

Fixed assets

Fixed assets and long-term liabilities

Current assets and current liabilities

Question # 15 of 15 ( Start time: 07:20:43 PM ) Total Marksg

Which of the following refers to the cost of taking up one o%while
sacrificing the other?

Select correct option:
Opportunity cost
Operating cost

Sunk cost

Floatation cost

Question # 1 of 15 ( Start time: 01:57: % ) Total Marks: 1
Why markets and market returns fluCtig

Select correct option:

Because of political factors
Because of social factors
Because of socio-political faeto
Because of macro systematic factors

Question # 2 of 15 arvtime: 01:58:42 PM ) Total Marks: 1

The current yieldgon nd is equal to .
Select correct@ption,

Annual interest diyided by the current market price
rity
divided by the par value
rate of return

Ques # 3 of 15 ( Start time: 01:59:32 PM ) Total Marks: 1
Which of the following costs would be considered a fixed cost?
Select correct option:

Raw materials

Depreciation

Bad-debt losses

Production labor



Question # 4 of 15 ( Start time: 02:00:05 PM ) Total Marks: 1
Which group of ratios shows the extent to which the firm is financed
with debt?

Select correct option:

Liquidity ratios

Debt ratios

Coverage ratios

Profitability ratios

Question # 5 of 15 ( Start time: 02:00:37 PM ) Total Marks: 1
Which of the following is the main objective of ‘Economics’?

Select correct option: (b
Profit maximization (D
inanci a

Maximization of shareholders wealth

Collection of accurate, systematic, and timely
All of the given options
Question # 6 of 15 ( Start time: 02:00:58 PM ) Total Marks: 1

Which of the following is TRUE about IR ternal Rate of Return)?
Select correct option:

It changes for each and every year m life of the project

It remains same for each and every year over the life of the project
It increases over the life of th 0)86t

It decreases over the life of preject

Question # 7 of 15 ( e: 02:02:06 PM ) Total Marks: 1
Which of the followihgni ply the weighted average of the possible
returns, wit ei being the probabilities of occurrence?
Select correct'qption;

Probability ditri
Expected returni’
ion

Which of the following refers to bringing the future cash flow to the
present time?

Select correct option:

Net present value

Discounting

Opportunity cost

Internal rate of return



Question # 9 of 15 ( Start time: 02:03:01 PM ) Total Marks: 1
Coefficient of variation is NOT the measure of .
Select correct option:

Risk

Probability

Relative dispersion

Risk per unit of expected return

Question # 10 of 15 ( Start time: 02:03:35 PM ) Total Marks: 1
When Investors want high plowback ratios? m

Select correct option:

Whenever ROE > k (b
Whenever k > ROE

Only when they are in low tax brackets

Whenever bank interest rates are high

Question # 11 of 15 ( Start time: 02:03:58 PM Y/Total Marks: 1

Who or what is a person or institution désignated by a bond issuer as
the official representative of the bondho ?

Select correct option:

Indenture

Debenture

Bond

Bond trustee

Question # 12 of 15 ( S tifre: 02:04:31 PM ) Total Marks: 1
Which of the following/SRow$”ALL possible Risk —Return combinations
for All combination stocks in the portfolio- whether efficient or
not.

Select correct'Qpti

Parachute gra hel
Capit @he
[ arkeét line

Why we need Capital rationing? (

Select correct option:

Because, there are not enough positive NPV projects

Because, companies do not always have access to all of the funds they
could make use of

Because, managers find it difficult to decide how to fund projects
Because, banks require very high returns on projects




Question # 14 of 15 ( Start time: 02:05:26 PM ) Total Marks: 1

Which of the following is NOT the step of Percentage of sales to be
used in Financial Forecasting?

Select correct option:

Estimate year-by-year Sales Revenue and Expenses

Estimate Levels of Investment Needs required to Meet Estimated Sales
Estimate the Financing Needs

Estimate the retained earnings

Question # 15 of 15 ( Start time: 02:06:06 PM ) Total Marks:

You are considering two investment proposals, project A an

B's expected net present value is Rs. 1,000 greater than t% A and
A's dispersion of net present value is less than thatf6r B. e basis
of risk and return, what would be your conclusion?

Select correct option:

Project A dominates project B %

Project B dominates project A

Neither project dominates the other in terms of risk and return
Incomplete information g

Question # 1 of 15 ( Start time: 02: ) Total Marks: 1

Which type of responsibilities aregari assigned to Controller and

Treasurer respectively?
Select correct option:

Operational; financial ma

Financial management; mlng
Accounting; financial management
Financial manage ; ‘érations

Question # f Start time: 02:40:00 PM ) Total Marks: 1
Whichg@f folvwing should be included while calculating the cash

ciatéd with a project?

s at the time of investment
Cash fjows during the life of project
Cash flows at the termination date
All of the given options

Question # 3 of 15 ( Start time: 02:40:52 PM ) Total Marks: 1
Discounted cash flow methods provide a more objective basis for
evaluating and selecting an investment project. These methods take
into account:

Select correct option:



Magnitude of expected cash flows
Timing of expected cash flows

Both timing and magnitude of cash flows
None of the given options

Question # 4 of 15 ( Start time: 02:41:30 PM ) Total Marks: 1
Which of the following is the maximum amount of debt (and other
fixed-charge financing) that a firm can adequately service?

Select correct option:
Debt capacity
Debt-service burden (b

Adequacy capacity
Fixed-charge burden

Question # 5 of 15 ( Start time: 02:41:58 PM Tot%;;s: 1
How can a company improve (lower) its debt- | asset ratio?
Select correct option:

By borrowing more

By shifting short-term to long-term deb

By shifting long-term to short-term deb

By selling common stock

Question # 6 of 15 ( Start tim
Why we need Capital rationi

Select correct option:
Because, there are notAAgspositive NPV projects

Because, companies do not always have access to all of the funds they
could make use of

Because, mapnagers it difficult to decide how to fund projects
Because, ban equire very high returns on projects

i @5 ( Start time: 02:43:04 PM ) Total Marks: 1
The w ed¥"dverage of possible returns, with the weights being the

flity distribution
Expected return
Standard deviation
Coefficient of variation

:40 PM ) Total Marks: 1

Question # 8 of 15 ( Start time: 02:43:40 PM ) Total Marks: 1
Upon which of the following a firm's degree of operating leverage
(DOL) depends primarily?

Select correct option:



Sales variability

Level of fixed operating costs

Closeness to its operating break-even point
Debt-to-equity ratio

Question # 9 of 15 ( Start time: 02:44:14 PM ) Total Marks: 1
Why common stock of a company must provide a higher expected
return than the debt of the same company?

Select correct option:
There is less demand for stock than for bonds
There is greater demand for stock than for bonds
There is more systematic risk involved for the common stocﬁb

There is a market premium required for bonds %

Question # 10 of 15 ( Start time: 02:44:41 PM ) To s: 1

For Company A, plow back ratio is 30%. What its Pay-out ratio?
Select correct option:

3.33%

30%

31%
70%

Question # 11 of 15 ( Start ti
Which of the following is FAL
Select correct option:

It is a series of cash ﬂQ\A’
Cash flows occur for a specific time period
Its cash flows are idengi

:05 PM ) Total Marks: 1
Perpetuity?

None of the givem,o S

Question # 0 ( Start time: 02:45:29 PM ) Total Marks: 1

What i th@ént value of Rs.1,000 to be paid at the end of 5 years
if the C k adjusted interest rate is 8%?

Select correct option:

Rs.714

Rs.1,%62

Rs.322.69

Rs.401.98

Question # 13 of 15 ( Start time: 02:45:54 PM ) Total Marks: 1
An investment proposal should be judged in whether or not it
provides:

Select correct option:

A return equal to the return require by the investor



A return more than required by investor
A return less than required by investor
A return equal to or more than required by investor

Question # 14 of 15 ( Start time: 02:46:38 PM ) Total Marks: 1
Market risk is measured in terms of the of the market
portfolio or index.

Select correct option:

Variance
Covariance
Standard deviation (b

Correlation coefficient

Question # 15 of 15 ( Start time: 02:47:19 PM ) T 01
Study the time line and accompanying 5-period cash- pattern
below. 0123456 Time line

| -=====-- |-====---- |-====--- |-=====-- | -====--- |-====-- Rs¥10 Rs.10 Rs.10
Rs.10 Rs.10 Cash flows | | A B The present valug of the 5-period
annuity shown above as of Point A is the sent value of a 5-

period , whereas the futt {lue of the same annuity
as of Point B is the future value of a
Select correct option:

Ordinary annuity; ordinary an y
Ordinary annuity; annuity d
Annuity due; annuity due
Annuity due; ordinary a

Question # 1 of 15
The value of NOT directly tied to the value of which of the
following asse
Select corre ioN:

Real agset&of business
Liquid assets of the business

Figed adsels of the business

Lo assets of the business

Question # 2 of 15 ( Start time: 02:49:12 PM ) Total Marks: 1
Which of the following is not a recognized approach for determining
the cost of equity?

Select correct option:

Dividend discount model approach

Before-tax cost of preferred stock plus risk premium approach
Capital-asset pricing model approach

Before-tax cost of debt plus risk premium approach



Question # 3 of 15 ( Start time: 02:49:41 PM ) Total Marks: 1
What is difference between shares and bonds?

Select correct option:

Bonds are representing ownership whereas shares are not
Shares are representing ownership whereas bonds are not
Shares and bonds both represent equity

Shares and bond both represent liabilities

Question # 4 of 15 ( Start time: 02:50:07 PM ) Total Marks: 1
The objective of financial management is to

maximize wealth. (b
Select correct option:

Stakeholders

Shareholders

Bondholders
Directors

Question # 5 of 15 ( Start time: 02:50:4
How can a company improve (lower) its
Select correct option:

By borrowing more

By shifting short-term to long- t
By shifting long-term to shorite ebt
By selling common stock

) Total Marks: 1
o-total asset ratio?

Question # 6 of 15 ( e: 02:51:14 PM ) Total Marks: 1
Which of the followihgni T the step of Percentage of sales to be
used in Finangi or ting?

()

Select correct
ar Sales Revenue and Expenses

Estimate ye
Estim&h e
Estima e ancing Needs

Investment Needs required to Meet Estimated Sales
Estimate the retained earnings

Ques # 7 of 15 ( Start time: 02:51:38 PM ) Total Marks: 1
According to the Capital Asset Pricing Model (CAPM), a well-diversified
portfolio's rate of return is a function of which of the following:

Select correct option:

Unique risk

Reinvestment risk

Market risk

Unsystematic risk



Question # 8 of 15 ( Start time: 02:52:12 PM ) Total Marks: 1
Which of the following risk can be diversified away?

Select correct option:

Systematic risk

Beta

Firm specific risk

Market risk

Question # 9 of 15 ( Start time: 02:52:43 PM ) Total Marks: 1

The statement of cash flows reports a firm's cash flows segreg into
which of the following categorical order?

Select correct option: (b
Operating, investing, and financing

Investing, operating, and financing

Financing, operating and investing
Financing, investing, and operating

Question # 10 of 15 ( Start time: 02:5
What should be the focal point of financi
Select correct option:

The number and types of products
The minimization of the amount gfta
The creation of value for shareholders.

The dollars profits earned byw

Question # 11 of 15( S tifre: 02:53:38 PM ) Total Marks: 1
What is a dividend cli leSeffect assumes?

Select correct opti

Investors preferig ther than lower dividends
Shareholders are indifferent regarding dividends

Investors h Ific dividend preferences
ing "homemade" dividends

2 of 15 ( Start time: 02:54:44 PM ) Total Marks: 1
the following is NOT true regarding an ordinary annuity?
orrect option:

It is a series of equal cash flows

Cash flows occur for a specific time period

Payments are made at the start of each period

It is also known as deferred annuity

3 PM \Jotal Marks: 1
anagement in a firm?

s provided by the firm
aid by the firm

Question # 13 of 15 ( Start time: 02:55:19 PM ) Total Marks: 1
When the bond approaches its maturity, the market value of the bond
approaches to which of the following?



Select correct option:
Intrinsic value

Book value

Par value

Historic cost

Question # 14 of 15 ( Start time: 02:55:48 PM ) Total Marks: 1

If risk and return combination of any stock is above the SML, what
does it mean?

Select correct option:

It is offering lower rate of return as compared to the efficiepds

It is offering higher rate of return as compared to the efficient stock
Its rate of return is zero as compared to the efficie W/

It is offering rate of return equal to the efficient sto

Question # 15 of 15 ( Start time: 02:56:27 P al Marks: 1
Coefficient of variation is NOT the measure of

Select correct option:
Risk
Probability
Relative dispersion
Risk per unit of expected return

Quiz Start Time: 03:02 PM Time
sec(s)

Question # 1 of 15
Upon which
(DOL) depen

Select Corre% .
Sales N
Lenel of\fi operating costs

Closeness to its operating break-even point
Debt&-equity ratio

ime: 03:02:04 PM ) Total Marks: 1

Question # 2 of 15 ( Start time: 03:02:50 PM ) Total Marks: 1

The risk that covers events like unexpected changes in the economy
refers to:

Select correct option:

Systematic risk



Unsystematic risk
Total risk
All of the above

Question # 3 of 15 ( Start time: 03:03:31 PM ) Total Marks: 1
Which of the following is the main objective of ‘Financial Accounting’?
Select correct option:

Profit maximization
Maximization of shareholders wealth
To collect accurate, systematic, and timely financial data

All of the given options

Question # 4 of 15 ( Start time: 03:04:13 PM Tot%;;s: 1
Upon which of the following a firm's degree of ting leverage
(DOL) depends primarily?

Select correct option:

Sales variability

Level of fixed operating costs (RN
Closeness to its operating break-even'Eoint
Debt-to-equity ratio

Question # 5 of 15 ( Start
Which of the following i
fixed-charge financing
Select correct optigh:

N03:04:56 PM ) Total Marks: 1
ximum amount of debt (and other
firm can adequately service?

Debt capacity
Debt-servicefhu
Adeq %y
Fixed- e¥urden

# 6 of 15 ( Start time: 03:05:22 PM ) Total Marks: 1

Whate the present value of Rs.1,000 to be paid at the end of 5 years
if the correct risk adjusted interest rate is 8%7?

Select correct option:

Rs.714
Rs.1,462
Rs.322.69
Rs.401.98



Question # 7 of 15 ( Start time: 03:05:45 PM ) Total Marks: 1

A set of possible values that a random variable can assume and their
associated probabilities of occurrence are referred to as

Select correct option:

Probability distribution

The expected return
The standard deviation
Coefficient of variation (b

Question # 9 of 15 ( Start time: 03:06:22 PM ) To :
Which of the following is FALSE about Perpetuity?

Select correct option:

It is a series of cash flows
Cash flows occur for a specific time period
Its cash flows are identical
None of the given options

Question # 10 of 15 ( Start time:
Which of the following is the v
Select correct option:

9 PM ) Total Marks: 1
eta for the market portfolio?

0.25
-1.0

1.0
0.5

Question # 0 ( Start time: 03:07:23 PM ) Total Marks: 1
What i§,yi t aturity on a bond?

e ption:

coupon rate when the bond sells at a discount, and equal to
the c on rate when the bond sells at a premium

The discount rate that will set the present value of the payments equal
to the bond price

Based on the assumption that any payments received are reinvested
at the coupon rate

None of the above

Question # 12 of 15 ( Start time: 03:07:59 PM ) Total Marks: 1
What is the traditional approach towards the valuation of a company?



Select correct option:

The cost of capital is independent of the capital structure of the firm
The firm maintains constant risk regardless of the type of financing
employed

There exists no optimal capital structure

That management can increase the total value of the firm through the
judicious use of financial leverage

Question # 13 of 15 ( Start time: 03:08:25 PM ) Total Marks:
Who determine the market price of a share of common sto
Select correct option:

The board of directors of the firm &(b

The stock exchange on which the stock is liste

The president of the company

Individuals buying and selling the stock

Question # 14 of 15 ( Start ti 0 :09 PM ) Total Marks: 1
What is difference between sfiaresyand bonds?

Select correct option:
Bonds are representin&w;ship whereas shares are not

Shares are represegtin ownership whereas bonds are not

Shares and honds, b epresent equity
Shares and b represent liabilities
| @
k

15 ( Start time: 03:09:49 PM ) Total Marks: 1
et the stock price depends upon the required return

Market risk

Total risk
Diversified risk

Non- systematic risk

The value of the bond is NOT directly tied to the value of which of the
following assets?



Select correct option:

Real assets of the business
Liquid assets of the business
Fixed assets of the business
Long term assets of the business

Quiz Start Time: 03:07 PM Time Left 85

sec(s) Question # 2 of 15 ( Start time: 03:08:04 PM ) Total Marks: 1
If Net Present Value technique is used, what is the ranking crit for
projects?

Select correct option: ‘b
Choose the highest NPV
Choose the lowest NPV

Choose the project with longest term

Choose the project shortest term

When the bond approaches its maturity, market value of the bond
approaches towhich of the following?

Select correct option:
Intrinsic value

Book value

Par value

Historic cost

Which of the foIIowm) olio statistics statements is correct?
Select correct optio

A portfolio's expected return is a simple weighted average of expected
returns of the individual securities comprising the portfolio.

io%, stapdard deviation of return is a simple weighted average
al urity return standard deviations.

oot of a portfolio's standard deviation of return equals its

coefficient of variation.

Upon which of the following a firm's degree of operating leverage
(DOL) depends

primarily?

Select correct option:

Sales variability



Level of fixed operating costs
Closeness to its operating break-even point
Debt-to-equity ratio

The statement of cash flows reports a firm's cash flows segregated into
which of the following categorical order?

Select correct option:
Operating, investing, and financing
Investing, operating, and financing ‘b

Financing, operating and investing

Financing, investing, and operating (b

Which of the following is the percentage of int harged at each
compounding time?

Select correct option:

Nominal interest Rate

Effective interest Rate

Annual percentage rate

Periodic interest rate

According to MM 1II, what when a firm's debt-to-equity ratio
increases?

Select correct option:
Its financial nmisk dncr S
Its operatingmeases

The expected return on equity increases
7 .
urn on equity decreases

4

n many securities which are to each other then
ible to reduce overall risk for your investment.

orrect option:

Comparable

Correlated

Highly correlated

Negatively correlated

An implicit cost of adding debt to the capital structure is that it:
Select correct option:



Adds interest expense to the operating statement
Increases the required return on equity

Reduces the expected return

Decreases the firm's beta

Which of the following is a major disadvantage of the corporate form
of organization?

Select correct option:

Double taxation of dividends
Inability of the firm to raise large sums of additional capita‘b
Limited liability of shareholders

Limited life of the corporate form

Which of the following can be used to calculate risk of the larger
portfolio?
Select correct option:

Standard deviation
EPS approach
Matrix approach
Gordon’s Approach

s if an investor can construct a
olio that will yield a sure profit.

An arbitrage opportuni
investm

Select correctopti

Positive
Negati
Zero

t ve

Which of the following term may be defined as incidental cash flows
that arise because of the effect of new project on the running
business?

Select correct option:
Sunk cost
Opportunity cost
Externalities



Contingencies

Which of the following refers to the cost of taking up one option while
sacrificing the other?
Select correct option:

Opportunity cost

Operating cost
Sunk cost

Floatation cost (bm
Question # 1 of 15 ( Start time: 07:02:38 PM Tot%;;s: 1
When coupon bonds are issued, they are typic Id at which of the

following value?

Select correct option:

Above par value

Below par
At or near par value

At a value unrelated to par

Question # 2 of 15 ( Start NO7:03:38 PM ) Total Marks: 1
Which of the following i ble Entry Principle?
Select correct option:

Assets + Liahﬂitj&%areholders’ Equity
Assets = Liabilities + Shareholders’ Equity

Liabilities = %-T— Shareholders’ Equity
i options

of 15 ( Start time: 07:04:11 PM ) Total Marks: 1
the following is NOT the type of Hybrid organizations?
orrect option:

S-Type Corporation

Limited Liability Partnership
Sole Proprietorship
Professional Corporation

Question # 4 of 15 ( Start time: 07:04:44 PM ) Total Marks: 1
Which of the following is type a Temporary Account?



Select correct option:

Asset
Liability
Reserves
Revenue

Question # 5 of 15 ( Start time: 07:05:18 PM ) Total Marks: 1
Which of the following is the maximum amount of debt (and ot
fixed-charge financing) that a firm can adequately service?
Select correct option: (b

Debt capacity
Debt-service burden
Adequacy capacity
Fixed-charge burden

Question # 6 of 15 ( Start time: 07:05: otal Marks: 1
The conventional measure of dlsper5|o
Select correct option:

A probability distribution
The expected return

The standard deviation
Coefficient of variation

Question # 7 of 15 ime: 07:06:50 PM ) Total Marks: 1
Which of thegfoll xpressed the proposition that the value of the
firm is indepe n its capital structure?

Select correﬁ' :
The C&I et Pricing Model

M&M Proposition I

M&M PFeposition II

The L of One Price

Question # 8 of 15 ( Start time: 07:07:29 PM ) Total Marks: 1
Which of the following is not the present value of the bond?
Select correct option:

Intrinsic value
Market price



Fair price
Theoretical price

Question # 9 of 15 ( Start time: 07:08:29 PM ) Total Marks: 1
Which of the following is the main objective of ‘Economics’?
Select correct option:

Profit maximization
Maximization of shareholders wealth
Collection of accurate, systematic, and timely financial data m

All of the given options (b

Question # 10 of 15 ( Start time: 07:08:53 PM ) T %: 1
Which of the following is FALSE about Perpetujty?
Select correct option:

It is a series of cash flows
Cash flows occur for a specific time period
Its cash flows are identical
None of the given options
Q@

Question # 11 of 15 ( Start ti
All of the following are the re
EXCEPT:

Select correct option:

09:19 PM ) Total Marks: 1
r Uncertain NPV calculations

Estimated discount es not change with the markets
Estimated Life ofgpro is doubtful

Annual after-t lows are difficult to estimate

Timing of% is not exactly predictable

i0 2 of 15 ( Start time: 07:10:38 PM ) Total Marks: 1
the following is related to the use Lower financial leverage?
orrect option:

Fixed costs

Variable costs

Debt financing

Common equity financing

Question # 13 of 15 ( Start time: 07:11:34 PM ) Total Marks: 1
Why a single, overall cost of capital is often used to evaluate projects?



Select correct option:

It avoids the problem of computing the required rate of return for each
investment Proposal

It is the only way to measure a firm's required return

It acknowledges that most new investment projects have about the
same degree of risk

It acknowledges that most new investment projects offer about the

same expected return :

Question # 14 of 15 ( Start time: 07:12:11 PM ) Total Mar

Which of the following is the cash required during iod to
meet interest expenses and principal payments?

Select correct option:

Debt capacity
Debt-service burden
Adequacy capacity
Fixed-charge burden

Question # 15 of 15 ( Start time;
According to MM II, what happ,
increases?

Select correct option:

5 PM ) Total Marks: 1
n a firm's debt-to-equity ratio

Its financial risk incre

Its operating risk in€TRas

The expected return on equity increases
The expected M equity decreases

Q

tion #1 of 15 ( Start time: 04:25:03 PM )

Which of the following would express the negative net worth of a firm?
Select correct option:

Experiencing a business failure

In legal bankruptcy

Experiencing technical insolvency
Experiencing accounting insolvency



Question # 2 of 15 ( Start time: 04:26:19 PM )

Which of the following is the Double Entry Principle?
Select correct option:

Assets + Liabilities = Shareholders’ Equity
Assets = Liabilities + Shareholders’ Equity

Liabilities = Assets + Shareholders’ Equity
None of the given options m
Question # 3 of 15 ( Start time: 04:27:01PM ) (b

A capital budgeting technique through which discounti¥ate equates the

present value of the future net cash flows fro investment project
with the project’s initial cash outflow is known

Select correct option:
Payback period
Internal rate of return
Net present value
Profitability index

Question # 4 of 15 ( t e: 04:28:42 PM )

leverage?
Select correctopti

Fixed costsg
Variab S

Question # 5 of 15 ( Start time: 04:30:19 PM )

Which of the folIow% ated to the use of higher operating

Which of the following is not the present value of the bond?
Select correct option:

Intrinsic value
Market price
Fair price



Theoretical price
Question # 6 of 15 ( Start time: 04:30:52 PM )

Which of the following should be included while calculating the cash
flows associated with a project?

Select correct option:
Cash flows at the time of investment m
Cash flows during the life of project (b

Cash flows at the termination date
All of the given options
Question # 7 of 15 ( Start time: 04:31:58 PM.)

Choose among the followings, the car tement regarding every
journal entry.

Select correct option:

Sum of Debits = Sum of Credits

Sum of Debits >Sum of Eredits’

None of the given

Question #%,
AN

lowing risk can be diversified away?

Start time: 04:32:39 PM )

Firm specific risk
Market risk

Question # 9 of 15 ( Start time: 04:33:33 PM )



When the bond approaches its maturity, the market value of the bond
approaches to which of the following?

Select correct option:
Intrinsic value

Book value

Par value

Historic cost

Question # 10 of 15 ( Start time: 04:34:26 PM ) m

Which of the following is the characteristic of a well@iversifi
portfolio?
Select correct option:

Its market risk is negligible

Its unsystematic risk is negligible
Its systematic risk is negligible
All of the given options

Question # 11 of 15 ( Start Ai ;:35:09 PM)

Which of the following i a to the use Lower financial leverage?
Select correct option:

Fixed costs (b
Variable costs
Debt financing,

Common equity financing

Qu # 12 of 15 ( Start time: 04:36:03 PM )

If risk and return combination of any stock is above the SML, what
does it mean?

Select correct option:

It is offering lower rate of return as compared to the efficient stock
It is offering higher rate of return as compared to the efficient stock
Its rate of return is zero as compared to the efficient stock

It is offering rate of return equal to the efficient stock



Question # 13 of 15 ( Start time: 04:36:49 PM )

The objective of financial management is to maximize
wealth.

Select correct option:
Stakeholders
Shareholders ‘b

Bondholders

Directors "b

Question # 14 of 15 ( Start time: 04:37:4

Which of the following formulas represe correct calculation of the
degree of operating leverage?

Select correct option: (b

(Q - QBE)/Q

(EBIT) / (EBIT - FC)
[Q(P-V) + FC] /[Q(P-V)]
Q(P-V) / [Q(P-V) - FC]

Question # o ( Start time: 04:38:15 PM )

Which e foéllowing is NOT true regarding an annuity due?
t option:

It is ayseries of equal cash flows

It is also known as deferred annuity

Cash flows occur for a specific time period
Payments are made at the start of each period

Question # 1 of 15 ( Start time: 10:57:31 AM )



Which of the following needs to be excluded while we calculate the
incremental cash flows?

Select correct option:
Depreciation

Sunk cost
Opportunity cost
Non-cash item

Question # 2 of 15 ( Start time: 10:58:10 AM ) (bm

Who determine the market price of a share of com %?

Select correct option:

The board of directors of the firm

The stock exchange on which the stock jis listed
The president of the company

Individuals buying and selling the stock

sitively correlated
ncorrelated
Securities' retu e high
Securities' returns are negatively correlated

Q # 4 of 15 ( Start time: 10:59:16 AM )

Which of the following refers to bringing the future cash flow to the
present time?

Select correct option:
Net present value
Discounting
Opportunity cost



Internal rate of return
Question # 5 of 15 ( Start time: 10:59:45 AM )

Coefficient of variation is NOT the measure of

Select correct option:
Risk

Probability
Relative dispersion
Risk per unit of expected return :z

Question # 6 of 15 ( Start time: 11:00:45 AM (b

Which of the following would be consiste ith aggressive
approach to financing working capital?

Select correct option: h
Financing short-term needs with short-term“unds.

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

e: 11:02:17 AM)

ing capital" means the same thing as

To financial analystp&
Select correw
total agse
fixed t

current assets

c‘nwssrets minus current liabilities.
Question # 8 of 15 ( Start time: 11:03:24 AM )

Which of the following is NOT true regarding the capital market?
Select correct option:

Where long-term funds can be raised

Money is invested for periods longer than a year

Where TFCs and NIT are exchanged and traded

Where overnight lending & borrowing takes place



Question # 9 of 15 ( Start time: 11:04:20 AM )

Which of the following statistic measures the returns of two risky
assets that move together?

Select correct option:
Correlation

Standard deviation

Square root

Square root (b
Question # 10 of 15 ( Start time: 11:05:45 A (b

Which of the following statements (in general) orpéct?

Select correct option:
A low receivables turnover is desirable x

The lower the total debt-to-equity ratio, the lower the financial risk for
a firm
An increase in net profit margin wi ?@-\ange in sales or assets

means a weaker ROI
The higher the tax rate for a fi lower the interest coverage ratio

Question # 11 of 154, S time: 11:06:32 AM )

Which of th oW alue of the shares changes with investor’s

perception company'’s future and supply and demand
situatign?

Market value
Intringic value
Face value

Question # 12 of 15 ( Start time: 11:06:56 AM )

What is difference between shares and bonds?



Select correct option:

Bonds are representing ownership whereas shares are not
Shares are representing ownership whereas bonds are not
Shares and bonds both represent equity

Shares and bond both represent liabilities

Question # 13 of 15 ( Start time: 11:07:41 AM))

Select correct option:

Market interest rate

Required rate of return (b
Interest rate risk

All of the given options

Which of the following affects price of the bond? .2 m

Question # 14 of 15 ( Start time: 11;08:15 AM )

The objective of financial manage %&o maximize
wealth.

Select correct option:
Stakeholders
Shareholders

Bondholders
Directors

Questi 15 ( Start time: 11:08:45 AM )
For whi he following costs is it generally necessary to apply a tax
a nt to yield measure?

Select correct option:
Cost of debt

Cost of preferred stock
Cost of common equity
Cost of retained earnings
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