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Rentabilitit von Organisationen vorantreiben konnen. Die Priifing ist global anerkannt und wird von Arbeitgebern in der Finanz- und
Buchhaltungsbranche sehr geschétzt.

CIMA F3 Financial Strategy F3 Priifungsfragen mit Losungen (Q29-Q34):

29. Frage

It is now 1 January 20XO0.

Company V, a private equity company, is considering the acquisition 0f40% of the equity of Company A for a total amount of $15
million.

Company A has been established to develop a new type of engine which will be launched at the end of 20X1. Company A is
forecasting that the new engine will result in fiee cash flows to equity of $2min its first year of operation and that this will rise by 8%
per year for the foreseeable future. The new engine is the only commercial activity that Company A is involved in.

Company V intends to sell its stake in Company A when the new engine is launched.

Company A has a cost of equity of 12%.

Assuming that Company V receives an amount that reflects the present value of their shares in company A.

What is the estimated annual rate of return to Company V from this investment? (To the nearest %)

A 10%
B. 3%

C.33%
D. 16%

Antwort: A

30. Frage

777 wishes to borrow at a floating rate and has been told that it can use swaps to reduce the effective interest rate it pays. ZZZ can
borrow floating at the risk-free rate + 1, and fixed at 10%.

‘Which of'the following companies would be the most appropriate for ZZZ to enter into a swap with?

A. Company CCA - it can borrow at risk-free rate + Y% and fixed at 9%

B. Company AAB - it can borrow floating at risk-free rate + % and fixed at 9.5%
C. Company BBA - it can borrow floating at risk-fiee rate +VA and fixed at 12%
D. Company DDA - it can borrow at risk-free rate + 1 Vz and fixed at 10.5%

Antwort: C

Begrindung;

Against DDA

Fixed: Z7Z 10% vs DDA 10.5% # ZZZ cheaper by 0.5%

Floating: ZZ7Z rf+1 vs DDA rft1.5 # ZZZ cheaper by 0.5%

777 1s better in both markets by the same margin # no comparative advantage, little reason for DDA to swap.
Against CCA

Fixed: 277 10% vs CCA 9% # CCA cheaper by 1%

Floating: 777 rf+1 vs CCA rft+0.5 # CCA cheaper by 0.5%

CCA is cheaper in both, and also the one with greater advantage is fixed. There's no natural '"ZZZ better at one, CCA better at the
other" pairing.

Against BBA #

Fixed: 277 10% vs BBA 12% # ZZZ cheaper i fixed by 2%

Floating: 777 rf+1 vs BBA rf+0.25 # BBA cheaper in floating by 0.75%
So 777 has an advantage in fixed, BBA has an advantage in floating,
777 wants floating, so it can:

Borrow fixed at 10% (where 1t is strong),

Enter a swap with BBA (who wants fixed but is strong in floating),

End up with an effective floating rate below rft+1.

Against AAB

Fixed: 7277 10% vs AAB 9.5% # AAB cheaper by 0.5%

Floating: Z77Z 1f+1 vs AAB 1f+0.75 # AAB cheaper by 0.25%

AAB is cheaper in both; no obvious mutual gain.

So the classical swap pairing is ZZZ with BBA # Option C.



31. Frage

An analyst has valued a company using the free cash flow valuation model.

The analyst used the following data in determining the value:

* Estimated free cashflow in 1 year's time = $100,000

* Estimated growth in free cashflow after the first year = 5% each year indefinitely
* Appropriate cost of equity = 10%

The result produced by the analyst was as follows:

Value of equity = $100,000 (1+0.05)/0.10 = $1,050,000

The analyst made a number of errors in determining the value.

By how much has the analyst undervalued the company?

A. $1,050,000
B. $950,000

C. $2,100,000
D. $2,000,000

Antwort: B

Begrindung;

For a company valued using the free cash flow to equity with constant growth, the standard Gordon growth formula is:
Value of equity=FCF 1ke#g\text{Value of equity} = \frac {\text{FCF} 1} {k e - g} Value of equity=ke#gFCF1 Where:
FCF# = free cash flow in one year's time

kek eke = cost of equity

ggg = constant growth rate

Here:

FCF# = $100,000

ke=10%=0.10k e = 10\% = 0.10ke=10%=0.10

&=5%=0.05g=5\% = 0.05g=5%-0.05

Correct valuation:

Value=100,0000.10#0.05=100,0000.05=$2,000,000\text { Value} = \frac{100{,} 000} {0.10 - 0.05} = \frac{100
{,}000} {0.05} =\$2{,}000¢,}000Value=0.10#0.05100,000=0.05100,000=$2,000,000 The analyst instead did:
100,000%(1+0.05)/0.10=105,000/0.10=$1,050,000100¢,} 000 \times (1 + 0.05) / 0.10 = 105{,}000 / 0.10 =\$1
{,}050¢,}000100,000x(1+0.05)/0.10=105,000/0.10=$1,050,000

So the true value is $2,000,000 and the analyst's value is $1,050,000.
Undervaluation=2,000,000#1,050,000=$950,000\text {Undervaluation} = 2{,}000{,}000 - 1{,}050{,}000 =
\$9504, } 000Undervaluation=2,000,000#1,050,000=$950,000

So the company has been undervalued by $950,000 # Option A.

32. Frage

A company's annual dividend has grown steadily at an annual rate of 3% for many years. It has a cost of equity of 11%. The share
price is presently $64.38.

The company is about to announce its latest dividend, which is expected to be $5.00 per share.

The Board of Directors is considering an attractive investment opportunity that would have to be finded by reducing the dividend to
$4.50 per share. The board expects the project to enable future dividends to grow by

5% every year and the cost of equity to remain unchanged.

Calculate the change in share price, assuming that the directors announce their intention to proceed with this investment opportunity.
Give your answer to 2 decimal places.

$?
Antwort:

Begriindung;
14.37

33. Frage
The International Integrated Reporting Council (IIRC) was formed in August 2010 and brings together a cross- section of
representatives from a wide variety of business sectors.



The primary purpose of the [IRC's framework is to help enable an organsation to commumnicate how it:

A. contributes positively to the economic well being of the environment in which it operates.

B. ensures that the conflicting needs of different stakeholder groups are met in an optimal manner.
C. mnimises the environmental impact of its business processes.

D. creates value in the short, medium and long term.

Antwort: D

Begrindung;
The primary purpose of the [IRC's Integrated Reporting Framework is to help organisations explain how they create value in the
short, medium and long term. That wording is taken directly from how integrated reporting is framed conceptually. So B is correct.
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