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ompTIA A+ Certification Exam: Core 1 ¢ & c}# k7]

NEW QUESTION 51

Which of the following cables replaced the Apple 30-pin connector and is also reversible?
« A USB-C
= B. minilUSB
» . Lightning

« [ DisplayPort

Answer: T

NEW QUESTION 52
A user in a medical office contacts a technickan regarding a printer that is used to print Ad-sized
labals, Aftor the labels are printed, they mistakonly contain white space in the middle of the page
Which of the following would MOST likely be the cause?

= A Contaminated fuser

« B, Worn rollers

. A misfeed

= I, Page orientation

Answer: A

Explanition:

The most commion symptoms that indicate fuser deterioration are: The print leaves parallel spots
across a shest. The printer begins to lossen toner and does not stick to the sheet, Stains on printed

sheets, Anseying noise [rom gear wear, The fusers are the core in the printing process of & laser
printer. The Fuser is the piace that fixes the toner on the paper.
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EHE #56

The directors of a financial services company need to calculate a valuation of their company's equity in preparation for an upcoming
mnitial Public Offering (IPO) of shares. At a recent board meeting they discussed the various methods of business valuation.

The Chief Executive suggested using a Price-earing (P./E) method of valuation, but the finance Director argued that a valuation
based on forecast cash flows to equity would be more appropriate.

‘Which THREE of'the following are advantages of valuation based on forecast cash flows to equity, compared to a valuating using a
price earmnings methods?

A. Using cash is theoretically superior to using profits in a valuation calculation.

B. The calculations are much simpler.

C. It give on estimate of the likely shareholder value that will be created.

D. It avoids the problem of having to forecast a sustainable level of future growth.
E. It ncorporates the time value of money.

Mg ABE

AE #57

Company A is based in country A with the AS as its functional currency. It expects to receive BS20 million from Company B in
settlement of an export mvoice.

The current exchange rate is A$1 =B$2 and the daily standard deviation of this exchange rate = 0 5% What is the one-day 95%
VaR in AS?

A. A$164,500
B. A$50,000
C. A$822,500
D. A$82,250

.|

o2
m

: D

Y.

Exposure: Company A will receive B$20 million.

Spot rate: AS1 =B$2 # 1 B$ = A$0.5

Current A$ value of the receipt:

20,000,000x0.5=A%$10,000,000204,} 0004, } 000 \times 0.5 = A\$10¢,} 0004, } 00020,000,000x0.
5=A$10,000,000

Daily standard deviation of the exchange rate = 0.5% = 0.005

1-day 95% VaR uses Z # 1.645

VaR:

VaR=Zx#xexposure=1.645%0.005%10,000,000\text{VaR} = Z \times \sigma \times \text{exposure} = 1.645
\times 0.005 \times 104, }000¢, } 000VaR=Zx#xexposure=1.645x0.005x10,000,000 0.005x10,000,000=50,
0000.005 \times 10¢,}000{,}000 = 50¢,}0000.005x10,000,000=50,000 1.645x50,000=82,2501.645 \times 50
{,}000 = 82{,}2501.645x50,000=82,250

So the 1-day 95% VaR is A$82,250 # Option C.

EHE #58

DFG is a successful company and its shares are listed on a recognised stock exchange. The company's gearing ratio is currently in
line with the industry average and the directors of DFG do not want to increase the company's financial risk. The company does not
carry a large cash balance and its shareholders are not expected to be willing to support a rights issue at this time

LMB is a small services company owned and managed by a small board of directors who are going to retire within the next year
DFG wishes to purchase LMB and has approached LMB's owners, who are broadly open to the proposal, to discuss the bid and
the consideration to be offered by DFG. LMB's owners explain to DFG that they are also keen to defer any tax liabilities they would
be subject to on receipt of the consideration.

Based on the information provided, which of the following types of consideration would be most suitable to finance the acquisition?



A. Cash for the current value of LMB

B. DFG shares for a percentage of the current value of LMB plus a three year earn-out arrangement
C. Loan stock n DFG for the current value of LMB

D. DFG shares for the current value of LMB

02
m

: D

EE #59

Company A is unlisted and all-equity financed. It is trying to estimate its cost of equity.

The following information relates to another company, Company B, which operates in the same industry as Company A and has
similar business risk:

Equity beta = 1.6

Debt:equity ratio 40:60

The rate of corporate income tax is 20%.

The expected premium on the market portfolio is 7% and the risk-free rate is 5%.

What is the estimated cost of equity for Company A?

Give your answer to one decimal place.

e

3.

?%

A. 12.3, 12.30Company B's equity beta = 1.6, D:E = 40:60, tax = 20%.Ungear B's beta to get the asset
beta#A=HEXEE+D(1#T)=1.6x6060-+40(1#0.2)=1.6x6060+32=1.6x6092=1.6x1523=2423#1.04\beta_A
=\beta_E \times \frac{E} {E + D(1-T)} = 1.6 \times \frac {60} {60 + 40(1-0.2)} = 1.6 \times \frac {60}
{60+32} = 1.6 \times \frac{60} {92} = 1.6 \times \frac {15} {23} =\frac{24} {23} \approx 1.04
#AHEXEHD(1#T)E=1.6x60+40(1#0.2)60=1.6x60+3260=1.6x9260=1.6x2315=2324#1.04 Company A is all-equity, so its
equity beta = asset beta = 1.04.Use CAPM:Ke=RfHH(Rn#R{=5%+1.0435%7%#5%

+7.30%=12.3%K_e =R _f+\beta (R m- R f) =5\% + 1.0435 \times 7\% \approx 5\% + 7.30\% = 12.3
\YoK e=RfHH(R#R=5%0+1.0435%7%#5%+7.30%~12.3%

B. 12.3%

EE2 #60
Which TWO ofthe following situations offer arbitrage opportunities?

Onw>

HE. AC

Y.

Why not A?

For A:

Spot: F$1 =K$1.40

1-year forward: F$1 = K$1.44

Interest: F$ at 5%, K$ at 8%

Covered interest parity condition:

F=Sx1+KI1+FF = S \times \frac{1+i_{K}} {I+i_{F} }F=Sx1+F1+K F=1.40x1.081.05=1.40x1.028571...#1.
44F = 1.40 \times \frac{1.08} {1.05} = 1.40 \times 1.028571... \approx 1.44F=1.40%x1.051.08=1.40x1.
028571...#1.44

Forward rate is consistent with interest rates # no arbitrage.

Option D - Covered interest arbitrage

For D, everything is the same except K$ interest = 9%:

Fno-arbitrage=1.40x1.091.05=1.40x1.038095.. #1.45F {\text{no-arbitrage} } = 1.40 \times \frac{1.09}

{1.05} = 1.40 \times 1.038095... \approx 1.45Fno-arbitrage=1.40x1.051.09=1.40%1.038095...#1.45 But given forward is only
1.44, so:

Borrow F$, convert to K$, invest at 9%, and lock in selling K$ forward at 1.44.



This produces a risk-free return greater than 5%, so covered interest arbitrage exists.

Option B vs C - Triangular arbitrage

From the first two quotes:

\text{F$1} = \text{K$1.40},\quad \text {K$1} =\text{L$2.10} \Rightarrow \text{F$1} = 1.40 \times 2.10 =

\text{L.$2.94}

So the implied rate is:

\text{L$1} =\frac{1} {2.94} \approx \text{F$0.3401}

Option B gives L$1 = F$0.34 # essentially equal (no exploitable difference assumed in exam context) # no arbitrage.

Option C gives L$1 = F$0.40, which is far from 0.3401 # direct L$/F$ quote is inconsistent with cross-rate # triangular arbitrage
opportunity.
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