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competitive and economic environment of a business in order to develop effective financial strategies that are aligned with the overall
business strategy. Ultimately, success on the CIMA F3 Exam requires strong analytical skills, attention to detail, and the ability to
think critically and creatively.

CIMA F3 Financial Strategy Sample Questions (Q255-Q260):
NEW QUESTION # 255 
Company ACC. an ungeared car manufacturer has launched a takeover bid of Company BDD. a key competitor operating in the
same industry Company BDD has high gearing Company ACC has a large surplus cash balance and believes that the acquisition is
an opportunity to enhance shareholder wealth through the realisation of synergistic benefits. Which THREE of the following would
most likely be synergistic benefits to Company ACC of purchasing Company BDD9 I

A. Decreased cost of debt
B. Cost savings in production due to economies of scale
C. Reduction in financial risk due to diversification
D. Enhanced profit due to reduced competition
E. Reduction in staff costs due to the removal of duplicated roles.

Answer: B,D,E

Explanation:
A: Yes - removing duplicated roles after a takeover is a classic cost#saving operating synergy.
C: Yes - reduced competition can allow higher prices/margins, so enhanced profit is a synergy.
E: Yes - combining production can give economies of scale and lower unit costs.
B: Unlikely - buying a highly geared company will usually increase financial risk and cost of debt.
D: No - both firms are in the same industry, so there's little diversification benefit.

NEW QUESTION # 256 
A company has 8% convertible bonds in issue. The bonds are convertible in 3 years time at a ratio of 20 ordinary shares per $100
nominal value bond.
Each share:
* has a current market value of $5.60
* is expected to grow at 5% each year
What is the expected conversion value of each $100 nominal value bond in 3 years' time?

A. $129.6
B. $100.0
C. $112.0
D. $117.6

Answer: A

NEW QUESTION # 257 
Which of the following statements about companies seeking a stock market listing is correct?

A. The enhanced reputation of the company can improve its credit rating reducing the risk of non-payment to suppliers and
lenders.
B. A listing may make it harder for a company to raise money from its existing lenders.
C. When a company seeks a listing this may unsettle its staff, potentially resulting in a loss of valued employees.
D. A listing will require the owners to either sell a majority of their shares, or, if they retain their shares, to step down from the
board.

Answer: A

NEW QUESTION # 258 
A profitable company wishes to dispose of a loss-making division that generated negative free cashflow in the last financial year.
The division requires significant new investment to return it to profitability.



Which of the following valuation approaches is likely to be the most useful to the company when negotiating the sales price?

A. P/E ratio applied to forecast earnings next year
B. Asset basis
C. Discounted forecast free cashflow
D. Dividend growth model

Answer: C

NEW QUESTION # 259 
A company plans to cut its dividend but is concerned that the share price will fall. This demonstrates the_____________

Answer:

Explanation:
effect
Signalling effect (information content of dividends)In CIMA F3, dividend policy is closely linked to information asymmetry between
a company's management and its shareholders.
Managers typically have better information about the firm's future prospects than external investors. As a result, investors often
interpret changes in dividends as signals about management's expectations of future earnings and cash flows.
The concern that cutting dividends will cause the share price to fall illustrates the signalling effect (also known as dividend signalling
theory). According to this theory, a dividend cut is interpreted by the market as a negative signal, suggesting that management
expects lower future profits or cash flow difficulties. Investors react by revising their expectations downward, leading to a fall in the
share price.CIMA F3 study guidance contrasts this with Modigliani and Miller's dividend irrelevance theory, which assumes perfect
markets and no information asymmetry. In reality, markets are imperfect, and dividends convey information. Therefore, companies
are often reluctant to reduce dividends even when it may be financially prudent, due to fear of adverse market reactions.This
behaviour is also linked to dividend stability, another key concept in F3, where firms prefer stable or gradually increasing dividends
to avoid sending negative signals to investors.

NEW QUESTION # 260
......
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