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1. Dealer markets are one example of (b)

a. Primary markets

b. Secondary markets

2. For zero-coupon bond, the face value is always greater than the market value. (a) 

a. True.

b. Not true.

3. Since discount rates and values move in the same direction, minimizing the WACC will minimize the value of the firms’s cash flows. (b)

a. True.

b. Not true.

4. A project that just breaks even on a cash basis has an IRR equal to _______ %. (-100)

5. Assuming straight-line depreciation to zero, what is the IRR of the following project: Initial investment = 500.000, life = 5 years, cost savings = 150.000 per year, salvage = 30.000 in year five, tax rate = 34%, discount rate = 14%.  (11,24%) 

6. A company has 1 million shares of common stock outstanding with a market price of e 12 per share. The firm’s outstanding bonds have ten years to maturity, a face value of e 5 million, a coupon rate of 10 %, and sell for e 985 per e 1000 in face value. The risk-free rate is 7 %, and the expected return on the market is 14 %. The stock has a beta of 1.2 and the company is in the 34 % tax bracket. Calculate the WACC. (12,9 %)

7. The projected net income of a company is e 200 M, D/E target is 2/3, planned capital budget is e 260 M. What is the dividend according to the residual dividend policy? (44 M)

