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INSTRUCTIONS TO CANDIDATES

1. Please CAREFULLY read the instructions givén in the question paper.

2. This question paper has information printed on both sides of the paper.

3. This question paper consists of FOUR (4) questions.

4. Answer ALL gquestions.

5. Please write your answers on the answer booklet provided.

6. All.questions must be answered in English (any other language is not allowed).
7. This question paper must not be removed from the examination hall.

8. Present and future values tables and formulas has been appended for your reference.

THERE ARE NINE (9) PAGES OF QUESTIONS, INCLUDING THIS PAGE.
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SECTION A (Total: 100 marks)

INSTRUCTION: Answer ALL questions.

Please use the answer booklet provided.

Question 1

a.

As a Financial Executive at Angsana Sdn Bhd, you have been asked by your manager
to consider two mutually exclusive projects. Both projects require an initial‘outlay of
RM200,000. The annual after-tax cash flows of Project A are expected to generate
RM40,000 in the first year, while in the second year, they are expected to increase by
RM4,000. The cash flow generated in the third year is RM12,000 lower than the
RM64,000 generalted in the fourth year. Project A manages to gain up to the fifth year
with a total of RM120,000.

In Project B, the cash flow generated RM80,000.in first year, RM100,000 in the second
year. For the the third year, it is RM8,000 more than the third year of Project A and
RM70,000 for both the fourth and fifth years.

Based on the payback period method, which project would you choose and state your
justification for the chosen project:
(10 marks)

The next day, you were asked by the investment department to evaluate the following

two investment proposals. The cash flows of the proposals are as follows:

Cash Flows
Year Project 1 Project 2
0 (RM20,000) (RM60,000)
1 RM10,000 RM30,000
2 RM®6,000 RM16,000
3 RM8,000 RM18,000
< RM7,200 RM22,000

Apply the net present value approach as well as the profitability index approach for
each project. Which of the above projects would you accept? Assume a cost of capital
is 10%.

(15 marks)
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Question 2

a.

2020, as well as the financial statement for the year 2020.

CONFIDENTIAL

The CEO of Vicox Sdn. Bhd. has asked you, an experienced financial analyst, to
perform a detailed financial statement analysisof the company for the year ended 31

December 2021. Below are the financial ratios of Vicox Sdn. Bhd. for the year ending

Vicox Sdn. Bhd. Statement of Financial Position as at December 31, 2020

Non-Current Assets
Current assets

Accounts Receivable

" Inventories

Total Assets
Financed by:
Ordinary Share Capital

" Retained Earnings

Non Current Liabilities
Current Liabilities
Bank Overdraft

Trade Creditors

RM
5,29#50U

700,000
2,500,000
8,532,500

4,000,000
2,067,500
1,250,000

180,000
1,160,000
8,532,500

Vicox Sdn. Bhd Statement of Comprehensive Income For the year ended 31

Sales

Less: Cost of goods solds

Gross Profit
Less: Expenses
Administration

Depreciation

Interest expenses

Profit Before Tax
Less: Tax
Profit after Tax

EBB30803 INVESTMENT MANAGEMENT

December 2020

RM

8,000,000
(6,250,000)

1,750,000

(450,000)
(400,000)
(150,000)

750,000

(210,000)
540,000

_—
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Industry Average

CONFIDENTIAL

Quick Ratio

0.7x

Average Collection Period 40 days

Additional information:

Times Interest Earned 5.8%
Net Profit Margin 7.4%
Return on assets 7.77%

(i) 80% of total sales are credit sales.
(ii) Use a 360-day per year to calculate the ratios.
Required:

Calculate the above ratios for Vicox Sdn. Bhd. for the financial year 2020 and justify your

answer by comparing with industry average indicator given.

b. State FIVE (5) limitations of ratio analysis.

Question 3

(20 marks)

(5 marks)

Your board of directors is considering an investment from another firm. The firm has provided

its previous details on dividend transactions and financial. rewards history as shown below.

a. Dlaura Corporation has a net profit after tax RM35,000 and total shareholders’ equity

of RM300,000. Currently, the firm’s market price and number of common share

outstanding is RM45 and 7600 shares respectively. The firm has just paid dividend

totaling RM17,000. From this information you are required to find those listed value in

order to help your board of director making their decision.

Earnings per share

Dividend per share

Dividend pay-out ratio

Return on equity

b. State any FIVE (5) advantages of owning the common stock.

EBB30803 INVESTMENT MANAGEMENT

(5 marks)

(5 marks)

(5 marks)

(5 marks)

(5 marks)
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Question 4

a. A company issues a bond with a par value of RM1000, a coupon rate of 8%, and a
maturity of 5 years. The bond pays interest semi-annually, and the required rate of
return (market interest rate) is 10% per annum, compounded semi-annually. What is

the present value of the bond?

(5 marks)
b. A bond has the following terms:
Annual coupon interest RM80
Term 8 years
Principal RM1,000

If the market price of the bond is RM850 at the end of maturity date, calculate the
YTM.
(5 marks)
B Explain FIVE (5) types of bonds offered in.the market.

(15 marks)

END OF EXAM QUESTION PAPER
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