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CIMA F3 Financial Strategy Sample Questions (Q63-Q68):

NEW QUESTION # 63

KKL is a listed sports clothing company with three separate business units. KKL is seeking to sell TT', one of these business units
TTP cwns a new. brand of trail running shoes that have Droved hugely popular with lone distance runners.

The management team of TTP are frustrated by the constraints imposes b/ KKL in managing tie brand and developing, the bus ness
and they believe that TTF has huge growth potential.

The management team of TTP have approached KKL with a proposal to purchase 1~P through a management layout (MDO).
KKL has accepted this proposal as TTP has not proved to be a good fit' with the rest of the business and has agreed on the selling
price.

Which THREE of the following factors a-e mast Likely to affect the success of the MBO?

A. Searing sufficient. funding for the MBO.

B. The ability the TTP management team to develop the brand and achieve the expected growth.
C. The motivation of the TTP management team to invest in future growth.

D. The ability of the TTF management team to take over the head office functions successfully.
E. The constraints imposed by KKL managing TTF's brand.

Answer: A,B,D

Explanation:

B - Securing sufficient fnding for the MBO

C - The ability of the TTP management team to take over the head office functions successfully D - The ability of the TTP
management team to develop the brand and achieve the expected growth (Constraints imposed by KKL will disappear after the
buy-out, and motivation is already clearly present, so the key determinants of success are funding and the team's capability to run
and grow the business independently.)

NEW QUESTION # 64
For which THREE of the following risk categories does IFRS 7 require sensitivity analysis?

A. Commodity risk
B. Liquidity risk

C. Currency risk

D. Supply chain risk
E. Interest rate risk
F. Credit risk

Answer: A,CE

Explanation:
IFRS 7 requires sensitivity analysis for market risks: currency risk, interest rate risk and other price risk (which includes
commodities), not credit or liquidity.

NEW QUESTION # 65

A company has:

* A price/earnings (P/E) ratio of 10.

* Barnings of $10 million.

* A market equity value of $100 million.

The directors forecast that the company's P/E ratio will fall to 8 and earnings fall to $9 million.

Which of the following calculations gives the best estimate of new company equity value in $ million following such a change?
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NEW QUESTION # 66

A company ains to increase profit before interest and tax (PBIT) each year.
The company reports in A$ but has significant export sales priced in BS.

All other transactions are priced in AS$.

In 20X1, the company reported:
Total

Including export
sales of B$ 800
million (equivalent

A$
Revenue 500
million

A$
200
million

million

In 20X2, the only changes expected are:

* An increase in export prices of 10%, but no change to units sold.

* Arise in the value of the BS to A$/B$ 2.500 (that is, A$ 1 =B$ 2.5)

Is it likely that the company would still meet its objective to grow PBIT between 20X1 and 20X2?

e A. No, PBIT would fall by A$ 48 million.



* B. Yes, PBIT would increase by A$ 48 million.
e C. Yes, PBIT would increase by A$ 150 million.
¢ D. No, PBIT would fall by A$ 150 million.

Answer: A

NEW QUESTION # 67
HHH Company has a fixed rate loan at 10.0%, but wishes to swap to variable. It can borrow at the risk-free rate +8%. The bank is
currently quoting swap rates of 3.1% (bid) and 3.5% (ask). What net rate will HHH Company pay if it enters nto the swap?

A. Risk-free rate+3.1%
B. Risk-free rate +6.5%
C. Risk-free rate +8%

D. Risk-free rate +6.9%

Answer: B

Explanation:

This question tests understanding of interest rate swaps, a core topic in CIMA F3: Financial Strategy, particularly under financial risk
managenment.

Step 1: Identify the company's current position

HHH Company currently has fixed-rate debt at 10.0%

It wants to swap to variable mterest

Its floating-rate borrowing cost is risk-free rate + 8%

Step 2: Interpret the swap quotation

The bank quotes swap rates of:

3.1% (bid)

3.5% (ask)

InCIMA F3:

Ifa company wants to pay fixed and receive floating, it must pay the ask rate.
Therefore, HHH will pay fixed 3.5% and receive floating (risk-free rate) under the swap.
Step 3: Combine the loan and the swap

Component

Cash flow

Fixed loan

Pay 10.0% fixed

Swap

Pay 3.5% fixed, receive risk-free rate

Net fixed paid:

10.0%#3.5%=6.5%10.0\% - 3.5\% = 6.5\%10.0%#3.5%~6.5%

So after the swap, the company effectively pays:

Risk-free rate+6.5%\text{Risk-free rate} + 6.5\%Risk-free rate+6.5%

Step 4: Select the correct option

Risk-free rate + 6.5% #

NEW QUESTION # 68
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