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ExamcollectionPass is admired by all our customers for our experts' familiarity and dedication with the industry all these years. By
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CIMA F3 Financial Strategy Sample Questions (Q242-Q247):
NEW QUESTION # 242 
Company RRR is a well-established, unlisted, road freight company.
In recent years RRR has come under pressure to improve its customer service and has had some success in doing this However, the
cost of improved service levels has resulted in it making small losses in its latest financial year. This is the first time RRR has not been
profitable.
RRR uses a 'residual' dividend policy and has paid dividends twice in the last 10 years.
Which of the following methods would be most appropriate for valuing RRR?

A. The earnings yield method, adjusting the earnings yield of a listed company downwards to reflect RRR's unlisted status.
B. The dividend valuation model.
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C. Valuing the tangible assets and intangible assets of RRR.
D. The P/E method, adjusting the P/E of a listed company downwards to reflect RRR's unlisted status.

Answer: C

Explanation:
Most appropriate is asset-based valuation because RRR is unlisted, has just made a loss and pays dividends only occasionally.
Earnings- and dividend-based models (P/E, earnings yield, DVM) rely on stable, positive earnings or dividends, which RRR does
not currently have, so valuing the tangible and identifiable intangible assets is more reliable.

NEW QUESTION # 243 
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. The motivation of the TTP management team to invest in future growth.
B. The constraints imposed by KKL managing TTF's brand.
C. The ability the TTP management team to develop the brand and achieve the expected growth.
D. Searing sufficient. funding for the MBO.
E. The ability of the TTF management team to take over the head office functions successfully.

Answer: C,D,E

NEW QUESTION # 244 
Which THREE of the following statements are true of a money market hedge?

A. They are more complex than forward contracts.
B. They offer roughly the same outcome as a forward contract.
C. They are easy to set up.
D. They leave the company exposed to currency risks.
E. They may be a little more flexible in comparison to a forward contract.

Answer: A,B,D

NEW QUESTION # 245 
B has a S3 million loan outstanding on which the interested rate is reset every 6 months for the following 6 month and the interested
is payable at the end of that 6 month period. The next 6 monthly reset period starts in
3 months and the treasurer of B thinks interested rates are likely to raise between and then.
Current 6-month rates are 6.4% and the treasurer can get a rate of 6.9% for a 6-month forward rate agreement (FRA) starting in 3
months time. By transacting an TRA the treasurer can lock in a rate today of 6.9%.
If interested rates are 7.5% in 3 months' time, what will the net amount payable be?
Give your answer to the nearest thousand dollars.

Answer:

Explanation:
104

NEW QUESTION # 246 
A listed company in the retail sector has accumulated excess cash.
In recent years, it has experienced uncertainly with forecasting the required level of cash for capital expenditure due to unpredictable



economic cycles.
Its excess cash is on deposit earning negligible returns.
The Board of Directors is considering the company's dividend policy, and the need to retain cash in the company.
Which THREE of the following are advantages of retaining excess cash in the company?

A. The excess cash is earning a negligible return.
B. Liquidity problems are less likely to be experienced if there is a downturn in business.
C. Retaining excess cash may make the company vulnerable to hostile takeover.
D. The company will be in a position to respond promptly to unexpected investment opportunities.
E. The market may interpret the return of excess cash as a sign of weak growth prospects.

Answer: B,D,E

Explanation:
C - More cash = able to react quickly to unexpected investment opportunities.
D - Cash buffer reduces the likelihood of liquidity problems in a downturn.
E - If excess cash were returned, markets might read it as "no good growth opportunities", so retaining avoids that negative signal.

NEW QUESTION # 247
......
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