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different formats. One of them is CIMA CIMAPRA19-F03-1 PDF questions format which is portable. Users of this format can
print F3 Financial Strategy (CIMAPRA19-F03-1) real exam questions in this file to study without accessing any device.
Furthermore, smart devices like laptops, smartphones, and tablets support the CIMAPRA19-F03-1 PDF Questions. Hence, you
can carry this material to any place and revise CIMAPRA19-F03-1 exam questions conveniently without time restrictions.

CIMA F3 Financial Strategy Sample Questions (Q211-Q216):

NEW QUESTION # 211

Company A is planning to acquire Company B.

Company A's managers think they can improve the performance of Company B to the extent that its own P/E ratio should be
applied to Company B's earnings.

Relevant Data:

("Con Company
Company y

P/E Ratio 8 6

Total $5 million $4 million

Earnings __
Market Share

%650  $2.50
%40  $24
million  million

Price
Market
Capitalisation

What is the expected synergy if the acquisition goes ahead?
Give your answer to the nearest $ million.

Answer:

Explanation:

$ ? million

8, 8000000

Comprehensive and Detailed Step-by-Step

Explanation:

(Based on CIMA F3: Financial Strategy Principles):In CIMA F3, the valuation of acquisition synergies is based on the principle that
synergy equals the increase in combined firm value that arises because the acquiring company can improve the target firm's
performance or efficiency. One of the core valuation tools taught in the syllabus is the Price/Earnings (P/E) multiple method, where
the value of'a company is determined by multiplying its earnings by the appropriate industry or company-specific P/E ratio.The
scenario states that Company A believes it can improve Company B's performance sufficiently so that B's earnings should attract
Company A's higher P/E ratio rather than its own lower ratio. This is a classic example of an "earnings uplift synergy," discussed
frequently in F3 under the section covering mergers, acquisitions, and revaluation synergies.Step 1 - Revalue Company B using
Company A's P/E ratioCompany B's current earnings:-Exhibit (a0731387-824e-4a5b-alc6-4d72404346a7)- Company A's P/E
ratio (to be applied):Expected post-acquisition value of Company B:Step 2 - Compare with current market value of Company
BCurrent market capitalisation of Company B:-Exhibit (bee41617-

72¢3-4161-b9c2-dc66ad2e046d)-Step 3 - Calculate synergySynergy represents the additional value created above B's current


https://www.exam4labs.com/CIMAPRA19-F03-1-practice-torrent.html

standalone value:-Exhibit (ddc25633-cc16-4412-9577-0£5b4421b393)-This aligns with CIMA F3's framework: synergy is
calculated as the difference between the post-acquisition value (based on improved performance and higher multiples) and the pre-
acquisition market value.

NEW QUESTION # 212

A company has:

* A price/earnings (P/E) ratio of 10.

* Barnings of $10 million.

* A market equity value of $100 million.

The directors forecast that the company's P/E ratio will fall to 8 and earnings fall to $9 million.

Which of the following calculations gives the best estimate of new company equity value in $ million following such a change?

So0e8
o A
D o
e B I
100.x18
o C.RLZ
100.% 8
e D @
Answer: A
NEW QUESTION # 213

RR has agreed to sell goods to XX for S20.000 XX will pay when the goods are delivered in 6 months time.
RR's homre currency is the £- The current exchange rate is 4.3 £/S. The projected inflation rate for the S is
2.8%, and for the E 4 6%.

When RR receives payment for its goods, what will the value be to the nearest pound?

A. £87.506
B. £86 760
C. £84.520
D. £85,243

Answer: B

Explanation:

Current rate: 4.3 £/S

Inflation (annual): S = 2.8%, £ = 4.6%.

Approximate 6-month inflation:

S:1.4%

£:2.3%

Forward rate (6 months):

F#4.3x1.0231.014#4.3387 £/SF \approx 4.3 \times \frac {1.023} {1.014} \approx 4.3387\ \text {£/S} F#4.3x1.
0141.023#4.3387 £/S

Payment: 20,000 S

£ value#20,000x4.3387#806,774\text {£ value} \approx 20{,}000 \times 4.3387 \approx 86, } 774£ value#20,
000x4.3387#86,774

Nearest option: £86,760

Correct answer: C. £86,760

NEW QUESTION # 214
‘Which THREE of the following long term changes are most likely to increase the credit rating of a company?

e A. Adecrease in the (Net debt) / (Earnings before interest, tax, depreciation and amortisation) ratio.



B. An increase in the interest cover ratio.

C. A decrease in the (Book value of debt) / (Book value of equity) ratio.
D. Anincrease in the free cashflow generated from operations.

E. A decrease in the dividend cover ratio.

Answer: A,.B,D

NEW QUESTION # 215

Company A plans to diversify by a cash acquisition of Company B an unlisted company in another country (Country B) which
operates in a different industrial sector Company A already manufactures its product in Country B and has a loan denominated in
Country B's currency Company A regularly suffers foreign exchange losses due to volatility in the exchange rate between the two
countries' currencies in recent years.

‘Which THREE of the following appear to be be valid justifications of this diversification decision?

A. The diversification will give Company A greater protection from transaction risk.
B. The diversification will give Company A greater protection from translation risk
C. The diversification will give Company A protection from political risk

D. The diversification will enable Company A to enjoy production scale economies
E. The diversification into another product market will lower business risk

Answer: A.B.E

Explanation:

B). Diversification into another product market will lower business risk Diversifying into a different sector can reduce unsystematic
(business-specific) risk, as cash flows from different industries may be less correlated.

O). Greater protection from transaction risk

Company A already has B$ exposures (manufacturing and a B$ loan). Acquiring Company B, which operates and earns in B, can
provide B$ inflows that help naturally hedge B$ outflows, reducing transaction risk.

D). Greater protection from translation risk

The acquisition adds net assets in B$, which can act as a balance sheet hedge against existing BS liabilities (such as the B$ loan). On
consolidation, this can reduce the volatility of reported equity due to exchange rate movements, i.e. translation risk.

Option A is weak: political risk in Country B is not reduced by owning more assets there. E is doubtful because Company B is ina
different industrial sector, so classic production scale economies are unlikely to be a primary justification.

NEW QUESTION # 216
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