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If'you are going to purchasing the CIMAPRA19-F03-1 exam bootcamp online, you may pay more attention to the pass rate. With
the pass rate more than 98%, our CIMAPRA19-F03-1 exam materials have gained popularity in the international market. And we
have received many good feedbacks from our customers. In addition, we offer you free demo to have a try before buying
CIMAPRA19-F03-1 Exam Braindumps, so that you can have a deeper understanding of what you are going to buy. You can also
enjoy free update for one year, and the update version for CIMAPRA19-F03-1 will be sent to your email automatically.

CIMA F3 Financial Strategy Sample Questions (Q92-Q97):

NEW QUESTION # 92
BBA is a wholly owned subsidiary of AAB BBA operates in country B where the currency is the BS.
The following is an extract from BBA's financial statements at 31 December 20X1:

BS mullion
Share capital (nominal value BS1) 20
Reserves 40
5% Bonds (5100 nominal va!u;ﬂ" S0

The following Information is relevant:
" The bonds were trading at $110 per $100 on 31 December 20X1. "Operating profit of BBA for the year ended 31 December
20X1 was S15 milion

* The P/E ratio is 8

* Corporate inconme tax rate is 20%.

The tax authorities m country B Implemented thin capitalisation rules based on the level of gearing of the subsidiary, calculated as
book value o( debt lo book value of equity The cut-off point for gearing used by the tax authorities for a company to be thinly
capitalised is 75%.

Which of the following statements is correct as at 31 December 20X1?

A. Gearing Is 71.43%. thin capitalisation rules are not breached
B. Gearing is 250%. thin capitalisation rules are breached

C. Gearing is 83.33%. thin capitalisation rules are not breached
D. Gearing is 83.33%. thin capitalisation rules are breached

Answer: D

NEW QUESTION # 93
An aerospace company is planning to diversify into car manufacturing.
Relevant data:
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‘What is the the cost of equity to be used in the WACC for the project appraisal?
Give your answer in percentage, as a whole number.

Answer:

Explanation:
19%

NEW QUESTION # 94

A company based in the USA has a substantial fixed rate borrowing at an interest rate of 3.5% and wishes to swap a part of this to
a floating rate to take advantage of reducing interest rates Its bank has quoted swap rates of 3 4%-3 5% against 12-month USD
risk-free rate.

What is the overall interest rate achieved by the company under this borrowing plus swap combination?

e A 12-month USD risk-free rate minus 0 1 % (where 0 1 % = the fixed rate of 3.6% minus the swap rate of
3 4%)

e B. 12-month USD risk-free rate

e C. 12-month USD risk-free rate plus 0 1% (where 0.1 % = the fixed rate of 3.5% minus the swap rate of 3
4%) D. Unchanged at 3.60% as this is the same as the swap rate

Answer: C

Explanation:

Company pays 3.5% fixed on its borrowing and enters a swap at 3.4-3.5% vs 12-month USD risk-free rate.

To move from fixed to floating, it will receive fixed 3.4% and pay floating (risk-free):

Net interest:

3.5%#3.4%+rf=rfr0.1%3.5\% - 3.4\% + \text {rf} = \text {rf} + 0.1\%3.5%#3.4%+rf=rf+H0.1% Answer to Q102: C - 12-month
USD risk-free rate plus 0.1%

NEW QUESTION # 95



Providers of debt finance often insist on covenants being entered into when providing debt finance for companies.
Agreement and adherence to the specific covenants is often a condition of the loan provided by the lender.
‘Which THREE of the following statements are true in respect of covenants?

A. Covenants are entered into to give the lender added protection on the loan extended to the company.
B. Covenants are entered into to impose financial discipline on the company.

C. Covenants are entered into to eliminate the tax liability of the company.

D. Covenants are entered into to penalise the company.

E. Covenants enable the lender to demand immediate repayment or to renegotiate terms if it is breached.

Answer: A,B,E

Explanation:
Discursive FO

NEW QUESTION # 96
‘Which THREE of the following prevent the Purchasing Power Parity Model from operating effectively in practice?

A. Transport costs

B. Arbitrage

C. Consuner tastes

D. Import tariffs

E. Differing tax regimes

Answer: A,C,D

Explanation:

PPP fails in practice when prices of goods can't equalise across countries because of fiictions or structural differences:

B). Consunrer tastes - different baskets of goods, so the "same" price index isn't really comparable.

D). Import tariffs - artificial price wedges created by governments.

E). Transport costs - make it impossible to arbitrage price differences away fully.

Arbitrage (A) actually helps PPP hold, not prevents it, and differing tax regimes (C) are less central in standard PPP discussions than
tariffs and transport.

NEW QUESTION # 97
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