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knowledge required to succeed i the field of financial management. It is an excellent way for professionals to enhance their career
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certification because it demonstrates their commitment to professional development and their ability to drive financial performance in
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Candidates should be prepared to invest significant time and effort into preparing for the exam, but the rewards of becoming certified
can be substantial.

CIMA F3 Financial Strategy Sample Questions (Q173-Q178):

NEW QUESTION # 173

Company A has a cash surplus.

The discount rate used for a typical project is the company's weighted average cost of capital of 10%.

No investment projects will be available for at least 2 years.

Which of the following is currently most likely to increase shareholder wealth in respect of the surplus cash?

A. Paying the surplus cash as a dividend at the earliest opportunity.
B. Investing in the local money market at 4% each year.

C. Maintaining the cash in a current account.

D. Investing in a 2 year bond returning 5% each year.

Answer: A

Explanation:
Calc_Set4

NEW QUESTION # 174

A company currently has a 6.25% fixed rate loan but it wishes to change the interest style of the loan to variable by using an interest
rate swap directly with the bank.

The bank has quoted the following swap rate:

*5.50% - 5.55% in exchange for LIBOR

LIBOR is currently 5%.

Ifthe company enters into the swap and LIBOR remains at 5%, what will the company's interest cost be?

A 6.25%
B. 5.70%
C.5.75%
D. 5.00%

Answer: C

NEW QUESTION # 175

A listed publishing company owns a subsidiary company whose business activity is training,

It wishes to dispose of the subsidiary company.

The following information is available:

The board of the publishing company believe that the value of the subsidiary company, and hence the value of the equity invested in
it, can be determined by calculating the present value of the subsidiary's free cashflows.

Which of the following is the most appropriate discount rate to use when determining the enterprise value of the company?

e A. A WACKC that the reflects the gearing of the publishing company and the equity beta factor of the publishing company.

e B. A cost of equity that reflects the asset beta of a listed company that provides training activities.

e C. AWACKC that reflects the gearing of the subsidiary company and the asset beta of a listed company that provides training
activities.

e D. AWACC that reflects the gearing of the publishing company and the asset beta of a listed company that provides training
activities.

Answer: D

NEW QUESTION # 176
‘Which THREE of the following statements are disadvantages of the net asset basis of valuation?

e A The net book value of assets can be obtained from the financial statements



B. The net realisable value is usually different from the net book value shown in the financial statements

C. The net book value of current assets is normally a reliable indicator of their realisable value

D. Intangible assets are often not shown in the company's financial statements.

E. The net book value of assets is merely a record of past transactions which complies with accounting conventions

Answer: B,D.E

NEW QUESTION # 177

A manufacturing company based in Country R. where the currency is the R$, has an objective of maintaining an operating profit
margmn of at least 10% each year

Relevant data:

* The company makes sales to Country S whose currency is the SS It also makes sales to Country T whose currency is the T$ " All
purchases are from Country U whose currency is the US.

* The settlement of an transactions is in the currency of the customer or supplier

Which of'the following changes would be most likely to help the company achieve its objective?

A. The RS strengthens against the S$ over tine.
B. The RS strengthens against the U$ over time.
C. The RS weakens against the U$ over time
D. The T$ weakens against the R$ over time

Answer: B

NEW QUESTION # 178
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