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NEW QUESTION # 23

A financial analyst is trying to understand the return that shareholders of a stock receive through dividend payments. The analyst is
given the following nformation:

Company Information-Previous Year
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* Revenue: $500,000

* Net Income: $50,000

* Change in Retained Earnings: $30,000

* Change in Total Assets: $40,000

What is the amount of dividends paid during the previous year to shareholders?

A. $40,000
B. $30,000
C. $50,000
D. $20,000

Answer: D

Explanation:

Dividends paid to shareholders can be determined by analyzing the relationship between net income and retained earnings. Net
income represents the total earnings generated during the period, while retained earnings show the portion of net income that is
reinvested in the company rather than distributed to shareholders. The basic relationship is:

Net Income = Dividends Paid + Increase in Retained Earnings.

In this case, net income is $50,000 and retained earnings increased by $30,000. Therefore, dividends paid nmust be the remaining
portion of earnings:

$50,000 # $30,000 = $20,000.

The change in total assets is not directly relevant for calculating dividends, as asset growth can be financed through retained earnings,
debt, or equity issuance. Froma financial management perspective, this calculation helps analysts assess dividend policy, payout
ratios, and the firmi's balance between returning cash to shareholders and reinvesting in growth. Option A correctly identifies the
dividends paid based on standard accounting relationships used in financial statement analysis.

NEW QUESTION # 24
What is a primary benefit of maintaining inventory?

A. Increases the cash conversion cycle

B. Reduces a company's storage costs

C. Allows companies to meet customer demand
D. Decreases the cost of goods sold

Answer: C

Explanation:

A primary benefit of maintaining inventory is that it allows a company to meet customer demand promptly and consistently. Inventory
ensures that goods are available when customers want them, which supports sales, customer satisfaction, and competitive
performance. Without adequate inventory, firms face stockouts that may lead to lost sales, damaged customer relationships, and
reduced market share. Financial management recognizes that although nventory carries costs such as storage, insurance,
obsolescence, and tied-up capital, it also provides important operational and strategic benefits. Choice D is correct because
mventory exists largely to support uninterrupted operations and customer service. Choice A is incorrect because increasing the cash
conversion cycle is generally a cost, not a benefit. Choice B is incorrect because simply holding inventory does not automatically
decrease cost of goods sold. Choice C is also incorrect because maintaining inventory usually increases, rather than reduces, storage
costs. Therefore, D is the correct answer because the main reason firms hold inventory is to ensure product availability and fulfill
customer demand in a timely manner while supporting stable operations.

NEW QUESTION # 25
What is the main responsibility of the Financial Industry Regulatory Authority (FINRA)?

e A Overseeing the issuance of currency

e B. Regulating the Federal Reserve

e (. Regulating brokerage firms and exchange markets
e D. Insuring investor deposits

Answer: C

Explanation:



The Financial Industry Regulatory Authority (FINRA) is a self-regulatory organization responsible for overseeing brokerage firms
and registered securities representatives in the United States. Its primary mission is to protect investors and ensure market integrity
by enforcing rules governing ethical conduct, disclosure, trading practices, and licensing. FINRA operates under the oversight of the
Securities and Exchange Commission (SEC), creating a regulatory structure that combines federal authority with industry expertise.
Unlike the FDIC, FINRA does not insure deposits, and unlike the Federal Reserve, it does not manage monetary policy or issue
currency. Financial management texts emphasize FINRA's role in supervising broker-dealers, administering qualification exars, and
resolving disputes through arbitration and mediation. Option A correctly identifies FINRA's core responsibility.

NEW QUESTION # 26
According to the capital asset pricing model (CAPM), how is a stock with a beta of 1.0 expected to performrelative to the market?

A. Tt will outperform the market.

B. It will perform opposite of the market.
C. It will perform in line with the market.
D. It will underperform the market.

Answer: C

Explanation:

A beta of 1.0 indicates that a stock has the same level of systematic risk as the market portfolio. Under CAPM assunptions, such a
stock is expected to move proportionally with the market-rising and falling by similar percentages in response to market-wide
changes. Consequently, its expected return equals the market return. This does not inmply identical realized performance in every
period, but rather equivalence in expected risk-adjusted performance over time. Financial managers use this benchmark to classify
stocks as aggressive (beta > 1), defensive (beta < 1), or market-matching (beta =

1). Option B correctly reflects this CAPM interpretation.

NEW QUESTION # 27
A company has a return on assets (ROA) of 10% and total assets of $500 million.
What is its net income?

A. $10 million
B. $5 million
C. $50 million
D. $100 million

Answer: C

Explanation:

Return on assets (ROA) measures how effectively a firm uses its assets to generate profits and is calculated as Net Income + Total
Assets. To find net income, the formula is rearranged:

Net Income = ROA x Total Assets.

With an ROA of 10% (0.10) and total assets of $500 million, net income equals $50 million. ROA is a critical profitability metric in
financial statement analysis because it links income to the asset base, allowing comparisons across firms and industries regardless of
size. A higher ROA idicates more efficient asset utilization. Option C correctly applies the ROA formula and reflects standard
financial analysis practice.

NEW QUESTION # 28
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