
Assigancnt-i 

whie of the followineg statements i N0Ttrue adoout

Tnteml Rake sf Rekurn (IRR) methock st prajce 

aPpadsa. 

DIRR s the most selicbl means o dhoasing betwren 

2Whik sf the followiny is correck formulen for the pice 

Camings nadie 

AMowket pice ot share [Eaening per sharm 

8 WWe caluleding Laventarg tunnover pejecd Inventare 

inclacle 

AlL s ie cabave 

4 hat is campany's_cash intlod fom opeing avities 

de gear endel 2419 2 
O) 1o.00.000 



6O 1nventory durnover xculio 
Asse urwver sdio. 

id Receivables tuwnover satio 

| The inventoy Tamouer xudio Measums a companjs 

ab do manage ts invendby cHHdendy and povides 

Insiaht hato dh sales a compang 

Theasse kurnover xasho measures a company's abilt 

to etidenty geneate stvenuestee taom_1tsassesr 

i)The eceinialales turn ouer satio measur aaul efticientl 

a campany can ackiveke callecE tts debts and entendsr-

ts crelts*. 



nited use af singesti. 
Ki o inter firm compcmsan- 
Lock of adequte sdandlarcls. 

Complcatel ane 
ThhCrent lmitetion st açcaunding 

mislcading concnsio 

Tme in_celeaseahion arey communicaston: 



g ih st u fplouina sddements s true ? 

B) In general Hhe mrket uakue si investmentbust Jose 

han dhe pnsent vakue: 



2Cast of cqit Rik- fee rude t ha x Equity vish prtmiu 
7% 1.5 x5. 

145 

Cost ot dobt - Cost of debE x(i Tn Rade) 
9% x (1 -257) 

645 

WACC =0.5 x 1457% t 0:5x 6,75 

= 10.£25 % 

Unaccred. beta needs to be _calekadeed. 

BgPex|1+ D L1-+)| 

15 Ungeames betax1+1/1 (1-25%)) 
9earce befa x 125 

aeared lbeta 1:5/1.26

= O:854143

Ne_cast st esiky Rikifre xote-Ungcawcel bete 

LEquitisk prrmium)
:7% t O852143x5% 

11:29 



18) NPV= 40, 000 x 2. S55 L14,oo 

Probi tabily Tnden a cost o copital -1-06 4 
-0e Present yalue oi cosh{lous as costsf capitek 

,14 20o 

Prsent value of Cash infhon at cost dt copitel 
1,21, 503 

é escnd valu at cost af copitel a 1,21, 501-1,14,200 NA 

{t,309 

Camalative PUA.E at cost of capital (1-4) 
rsert value. at cashflous 

Annual Cashllowus 
12/5034 03& 

Refrence o lamulative PLAF tablaiues uS h CASt o copital 12 

iv Paybuck penoc G2o9 2.SS3 yecs eoooo 



1 wrnt Raio 

Current haflo 
Cavront Asct 

Cqwent abiliHes 

Jo sscss whteer he company wM be able zo p 

s bill_overe nent fs montas. TE peuicls a 

companslo st em_ estimte oF e amount o mmp4 

due to be xecieved Inshert dorm_ an 

estimates t ha amount d mon te be gpak over 

he same 29cac 
Debtors tumnover périoc : 

Lelktors trvbouer period = elelotors(trade reivables s6 

Cse 

Crecdit_sales 
Use 

Tis is ameasureof e avraqe. lengfh sf ne Jevken 
forr debors azb. tradu rediables)tesettle 
dur balance Tt fs desirasle for.ais 12eriod o be 
a shortFarpassil 

The finance manager should reack dhe qik ruie Duick rao a rentasets -învendones(stocks) 
Cerend LiakilHes 



15 DLAves tors will inves t in Jho shars at fhis compuny 

aTo diversiy fhs pont fali o (minimise systemi risk) 

b.onanimise xeturn asJh woull be belleuing 

camyhigher sckurns (incrasipg iliosycmodie iskJ 

Ofhe casons spcatic to fhe investor ga: pursona 

atachmcnt wi he compapg, own talth and belieks: 

Tke situkle cast sk copital%andaiaa siahty kgh 

en 6% (8% x O.5 t 4/ xo 5). 

Dekt k cheaper hen _cyuit finantesa agean 
Incases,he lACCshauld fal Howeuer incrtasi 
ti prpantn si debt inance increaeS e ack to 
shorehaleles sosharboleler demaned araer 
xem tor Hais incrasecl shTheeore eyond a 

cexdein leel s_qeaing,thu downazrd etf
t on he 
WACC ncreegins he cdebi iaance laihe business 
wi emarn hayn attsel ey u inczcase inde 
ckm requineel hy phertkalder

ist papastions£ Maltelaniand illerz 
1e manket value o ny irm is_independent t 
cogltel structer. 
The folounq ee e assumptiens 

. Thenec are na tames in jhe economy 
b: Unlimites qeersanal and compun brrouing is 

possib.la at fhe same rate a intrest 
Debtis isk.fee:_ 
hwe art no ggeny casts . e:here art noinarmatim asYmmeneS 



stturn on eymt seBurn 

WACC 
turn on debt 

Jbt lequi 

a ast of esuy sk -fae ruturnt betazx 
Lqulry isk premium) 

6214x5% 

6 t2% : 13, 

b. Gearecd equity ae betu 
Ungeamd Beka zLL+(Dekti Equity Rod)z1- 

Here rhe Debt:Equity ufho is based on madset 

Capialisatim,ee ór 
Geared cquih beta s 14xl4+(0.5/p.5)x(L-03) 

14 x lit0:1)- 
4x 1:4 
2 2-3 

C: Cost sf eguity-isk-fre ckarn-betsLxlessit u'skpamku 

6lo 2:38 x5 


