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71. Frage

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 [

A. Reduction in financial risk due to diversification

B. Enhanced profit due to reduced competition

C. Reduction in staff costs due to the removal of duplicated roles.
D. Decreased cost of debt

E. Cost savings in production due to economies of scale

Antwort: B,C,E

Begriindung;

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.

72. Frage
HHH Company has a fixed rate loan at 10.0%, but wishes to swap to variable. It can borrow at the risk-free rate +8%. The bank is
currently quoting swap rates of 3.1% (bid) and 3.5% (ask). What net rate will HHH Company pay if it enters nto the swap?

A. Risk-free rate +6.9%
B. Risk-free rate+3.1%
C. Risk-free rate +6.5%
D. Risk-free rate +8%

Antwort: B

73. Frage

A company plans to raise $12 million to finance an expansion project using a rights issue.

Relevant data:

* Shares will be offered at a 20% discount to the present market price of $15.00 per share.

* There are currently 2 million shares in issue.

* The project is forecast to yield a positive NPV of $6 million.

What is the yield-adjusted Theoretical Ex-Rights Price following the announcement of the rights issue?

A. $16.00
B. $14.00
C. $9.00

D. $11.00

Antwort: A

Begrindung;
Explanation
Calc_Set3

74. Frage

A company is financed as follows:

* 400 million $1 shares quoted at $3.00 each.

* $800 million 5% bonds quoted at par.

The company plans to raise $200 million long term debt to finance a project with a net present value of $100 million.
The bank that is providing the debt is insisting on a maximum gearing level covenant.

Gearing will be based on market values and calculated as debt/(debt + equity).



What is the lowest figure for the gearing covenant that the bank could impose without the company breaching the agreement?

A 44%
B. 43%
C. 46%
D. 45%

Antwort: A

75. Frage
‘Which THREE of the following remain unchanged over the life of a 10 year fixed rate bond?

A. The market value

B. The amount payable on maturity
C. The coupon rate

D. The yield

E. The nominal value

Antwort: B,C,E
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