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CIMA F3 Financial Strategy Sample Questions (Q341-Q346):

NEW QUESTION # 341

When valuing an unlisted company, a P/E ratio for a similar listed company may be used but adjustments to the P/E ratio may be
necessary.

‘Which THREE of the following factors would justify a reduction in the proxy p/e ratio before use?
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A. A profit item within the unlisted company's latest earnings which will not reoccur.
B. Unlisted companies being generally smaller and less established.

C. The forecast earnings growth being relatively higher in the unlisted company.

D. Control premium not being included within the proxy p/e ratio used.

E. The relative lack of marketability of unlisted company shares.

F. A lower level of scrutiny and regulation for unlisted companies.

Answer: B,E,F

NEW QUESTION # 342

VVV has a floating rate loan that it wishes to replace with a fixed rate. The cost of the existing loan is the risk-free rate + 3%. VW
would have to pay a fixed rate of 7% on a fixed rate loan VV'Vs bank has found a potential counterparty for a swap arrangement.
The counterparty wishes to raise a variable rate loan It would pay the risk-free rate +1 % on a variable rate loan and 8% on a fixed
rate.

The bank will require 10% of the savings from the swap and WV and the counterparty will share the remamning saving equally.
Calculate VWs effective rate of interest from this swap arrangement.

A. VVV would pay 5.5%

B. VVV would pay 5.65%

C. VVV would pay 5.2%

D. VVV would pay the risk-free rate + 1 %

Answer: B

NEW QUESTION # 343

A company is wholly equity finded. It has the following relevant data:
* Dividend just paid $4 million

* Dividend growth rate is constant at 5%

* The risk free rate is 4%

* The market premum is 7%

* The company's equity beta factor is 1.2

Calculate the value of the company using the Dividend Growth Model.
Give your answer in $ million to 2 decimal places.

Answer:

Explanation:
$ ? million
56.76, 56.75

NEW QUESTION # 344

A company plans to raise $12 million to finance an expansion project using a rights issue.

Relevant data:

* Shares will be offered at a 20% discount to the present market price of $15.00 per share.

* There are currently 2 million shares in issue.

* The project is forecast to yield a positive NPV of $6 million.

What is the yield-adjusted Theoretical Ex-Rights Price following the announcement of the rights issue?

A.$16.00
B. $11.00
C. $9.00

D. $14.00

Answer: A

Explanation:
Explanation
Calc_Set3



NEW QUESTION # 345

A company has undertaken a transaction with its shareholders which has had the following impact on its financial statements:
* Retained earnings has decreased

* Share capital has increased

* Earnings per share has decreased

* The book value of equity is unchanged

The company has undertaken a:

A. rights issue.

B. cash dividend.

C. scrip dividend.
D. share repurchase.

Answer: C

Explanation:

A scrip (or bonus) issue capitalises reserves: an amount is transferred from retained eamings to share capital.
Effects:

Retained earnings decrease (transfer out).

Share capital increases by the same amount.

Total equity (book value of equity) is unchanged (it's just a reclassification).

Number of shares increases, so with unchanged earnings, EPS decreases.

That matches exactly the effects listed, so the transaction is a scrip dividend.

NEW QUESTION # 346
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