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GENERAL INSTRUCTIONS TG CANDIDATES:
e The paper is divided into three sections; A.B and C
e Answer all guestions in Sections 4 and B
= dnswer only two guestiors 7rom secnion (. Omesnon ONE anc anv other question
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SECTION A (ZSMARKS)

. The 182-day annualized T-bill is 9% P.A. The return on market is 15% P.a and the beta of

stock B is 1.5. What is the required rate of return from investment in stock B?

A 17%P.a

B. 18%P.a

C. 19%P.a

D. 20%P.a

Which of the following statements is correct regarding profit maximization as the primary
goal of the firm? |

A. Profit maximization considers the firm’s risk level

B. Profit maximization will not lead to increasing short-term profits at the expense of

lowering expected future profits

C. Profit maximization does consider the impact on individual shareholders EPS

D. Profit maximization is concerned with maximizing net income than stock price.

Eiich of the follownyg statement (s) isfzm=r= ahout lever=rne 7 a firm?

A. Less EBIT goes to investors in a leveraged firm

B Mume EBIT goes to imvesiors in an unleveraged firm

C. More EBIT goes to investors in a leveraged firm

D. Both investors in leveraged and unleveraged firm receive the same amount of EBIT

. Asgency conflicts arise between shareholders and debt hoiders because
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