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CIMA F3 Financial Strategy Sample Questions (Q315-Q320):
NEW QUESTION # 315 
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 invoice.
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$50,000
B. A$822,500
C. A$82,250
D. A$164,500

Answer: C

NEW QUESTION # 316 
A private company was formed five years ago and is currently owned and managed by its five founders. The founders, who each
own the same number of shares have generally co-operated effectively but there have also been a number of areas where they have
disagreed
The company has grown significantly over this period by re-investing its earnings into new investments which have produced
excellent returns
The founders are now considering an Initial Public Offering by listing 70% of the shares on the local stock exchange
Which THREE of the following statements about the advantages of a listing are valid?

A. Helps access to wider sources of finance.
B. Provides an exit route for the founders
C. Increases the profile and reputation of the business.
D. Reduces agency conflict
E. Increases dividend payouts

Answer: A,B,C

NEW QUESTION # 317 
An all-equity financed company currently generates total revenue of $50 million.
Its current profit before interest and taxation (PBIT) is $10 million.
Due to difficult trading conditions, the company expects its total revenue to be constant next year, although some margins will
reduce.
It forecasts next year's PBIT will fall to 18% on 40% of its revenue, but that the PBIT on the other 60% of its revenue will be
unaffected.
The rate of corporate tax is 20%.
What is the forecast percentage reduction in next year's Earnings?

A. Reduction of 2.0%
B. Reduction of 0.8%
C. Reduction of 4.0%
D. Reduction of 0%

Answer: C

NEW QUESTION # 318 
Company A operates in country A and uses currency AS. It is looking to acquire Company B which operates in country B and uses
currency B$. The following information is relevant:
The assistant accountant at Company A has prepared the following valuation of company B's equity, however there are some errors
in his calculations.
Value of Company B's equity = 14.16 + 16.03 + 17.67 = AS47.86 million
Company B has BS5 million of debt finance.



Which of the following THREE statements are true?

A. The valuation is understated because forecast cash flows beyond year 3 have been ignored.
B. The forecast exchange rates are incorrect as they show the BS strengthening and it should be weakening.
C. The conversion into AS is incorrect as the assistant accountant should have divided by the exchange rate and not
multiplied.
D. The calculations show Company B's entity value, not its equity value.
E. Cash flow to all investors should be discounted at Company B's cost of equity of 10% rather than its WACC of 8%.

Answer: A,B,E

NEW QUESTION # 319 
A listed company has recently announced a profit warning.
The company's share price fell 20% on the day of the announcement but had been fairly static in the weeks leading up to the
announcement.
Which form of efficient market is most likely to be indicated by this share price movement?

A. Strong form
B. Semi-strong form
C. Weak form
D. Random walk

Answer: B

Explanation:
In semi-strong form market efficiency, share prices reflect all publicly available information, and they react quickly and unbiasedly to
new public announcements.
Here, the share price was fairly static before the profit warning, then fell 20% on the day of the announcement. That suggests:
The market did not know this bad news beforehand.
When the profit warning was announced (new public info), the price immediately adjusted.
That is classic semi-strong efficiency behaviour.
Weak form only says prices reflect past price data, not necessarily public news.
Strong form would imply even insider information is already reflected, so you might have seen movement before the announcement.
"Random walk" describes the pattern of price movements, not a level of efficiency in this context.

NEW QUESTION # 320
......
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