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CFA Institute CFA Level I Chartered Financial Analyst Sample Questions
(Q1393-Q1398):
NEW QUESTION # 1393 
Suppose you are considering purchasing a financial asset which promises to pay 10 annual payments of $1,000 with the rate of
return quoted as 9% per annum. How much should you pay for the annuity if the first payment is made in one year's time?

A. $5759.02.
B. $6417.66.
C. none of these.

Answer: B

Explanation:
Using hp-12C f CLEAR FIN: 0.00000000 f CLEAR REG: 0.00000000 10 n: 10.00000000 9 i:
9 .00000000 1000 CHS PMT: -1,000.000000 g END: -1,000.000000 PV: 6,417.657701
Using TI BA II Plus 2nd QUIT: 0.00 2nd CLR TVM: 0.00 1000 +- PMT: PMT = 1,000.00
1 0 N: N = 10.00 9 I/Y: I/Y = 9.00 CPT PV: 6,417.66
Thus the series of cash flows of $1000 per year is currently worth $6417.66.

NEW QUESTION # 1394 
The obstacles to collusion include all of the following except:
I). small number of firms
II). low entry barriers
III). unstable market demand
IV). vigorous antitrust prosecution

A. II and III.
B. IV only.
C. I only.

Answer: C

Explanation:
A small number of firms facilitate collusion by reducing the costs of both organizing and monitoring the cartel.

NEW QUESTION # 1395 
How does increasing the measure of days sales in payables (DSP) affect operating and financing cash flows?
Operating | Financing

A. No impact | increase.
B. Increase | No impact.
C. Decrease | Increase.

Answer: B

Explanation:
A larger DSP will increase operating cash flow.

NEW QUESTION # 1396 
Which of the following items would not generally be addressed when constructing an investment policy?
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A. Allowable margins within which the manager may deviate away from the original asset mix.
B. Credit rating above which securities may be considered.
C. The required rate of return expected for the risk that's being taken.

Answer: C

Explanation:
While the investment policy will discuss the type or returns that are expected (i.e. Growth, income, or income and growth), it is not
often that a specific expected return is incorporated into the policy statement.

NEW QUESTION # 1397 
At the beginning of the year, Chock Company had $50,000 in assets and $20,000 in liabilities. At the end of the year, the company
had $80,000 in assets and $40,000 in liabilities. If, during the year, no investments were made in the business and dividends of
$2,000 were declared and paid during the year, net income for the year must have been:

A. $10,000.
B. $8,000.
C. $12,000.

Answer: C

Explanation:
Net income for the year was $12,000. Net income or loss (revenues less expenses) and dividends affect stockholders' equity.
Stockholders' equity would have been $30,000 at the beginning of the year ($50,000 - $20,000) and $40,000 at the end of the year
($80,000 - $40,000). The change in stockholders' equity over the year was a $10,000 increase. If $2,000 was declared and paid in
dividends, net income must have been $12,000 ($30,000 + $12,000 - $2,000 = $40,000).

NEW QUESTION # 1398
......
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