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SECTION A (Total: 100 marks)

INSTRUCTION: Answer ANY FOUR (4) questions.

Please use the answer booklet provided.

Question 1
a. Discuss the process a company goes through when it decides o go public with an IPO.
(6 marks)
b. Differentiate between real assets and financial assets.
{4 marks)

c. Given below is the stock market reported at New Strait Times dated 15 June 2024.

Counter Code | Open | Day Day Last | Change | Vol ‘00
High | Low

Duopharma Biotech | 7148 | 1.260 | 1.27 | 1.25 | 1.260 | 0.000 6,402

Berhad

KPJ Healthcare BHD | 5878 & 2.01 2.01 1.90 1 1.94 -0.06 | 306,884

Based on the information provided:
i.  Which counter has the highest price for the day?
ii. Whatis the closing price for Duopharma Biotech Berhad on 15 June 20247
iii.  What is the opening price for KPJ Healthcare Bhd on 15 June 20247
iv.  How many units are Duopharma Biotech Berhad shares being traded for the day?
v.  What is KPJ Healthcare stock code?
(5 marks)

d. Lala Corporation has announced an expected annual cash dividend of RM 3.00 per
share for the next 4 years. The client intends to hald the stock for 4 years and believes
they can sell it for RM 40 at the end of the fourth year. The client requires a 12% return
on this investment. How much should the client pay for one share of Lala Corporation
stock to meet their investment criteria? (6 marks)

e. Siti plan to receive RM 5,000 annually for the next 10 years from an investment in unit
trust. If the annual discount rate is 6%, calculate the present value of these annuity
payments? (4 marks)

[Total: 25 marks]
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Question 2
a. Describe FOUR (4) characteristics of common shares. (8 marks)
b. Briefly explain TWO {2) types of common shares. (4 marks)

c. Zirconic Bhd is expected to pay a dividend of RM2.00 next year. The investors’
required rate of return is 10%. What would be the value of Zirconic Bhd's common
share if the company's common share dividend is expected to grow at a constant rate
of 5% per year? (3 marks)

d. JHC just paid a dividend of Do = RM1.00. Analysts expect the company's dividend to
grow by 30% this year, by 10% in Year 2, and at a cbnstant rate of 5% in Year 3 and
thereafter. The required return on JHC's stock is 9.00%. What is the best estimate of
the stock’s current intrinsic value? (10 marks)

[Total: 25 marks]

Question 3
a. Highlight the significance of conducting market analysis for businesses in
comprehending the desires and requirements of their target market. (4 marks)

b. Discuss FOUR (4) advantages and disadvantages of investing in unit trust. (8 marks)

¢. Lerpak Sdn Bhd has decided to declare a dividend 6% stock dividend. Current shares
are traded in the market at RM®6.00 each.
Extracted Balance Sheet of Lerpak Sdn Bhd
Common Shares (Par Value @ RM1.00) RM 1,500,000

Premium RM 3,150,000
Retained Earnings RM 1,200,000
Total shareholders’ equity RM 5,850,000

Show the effect on the balance sheet after stock dividend and if the company plans to
have a stock split 2 for 1.
(13 marks)

[Total: 25 marks]
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Question 4
A 5-year bond with a coupon rate of 6% and a par value of RM 1,000 was issued 2 years ago.

The required rate of return for bonds with similar risk is currently at 4%.

a. Without using the formula, determine whether the bond trades at a premium or'a

discount and justify your answer. (3 marks)
b. Calculate the bond’s price, assuming it is an annual coupon-paying bond. - (5 marks)
¢. Calculate the bond's price, assuming it is a semi-annual coupon. (5 marks)

d. Now assume that the bond is a zero-coupon bond and does not pay any coupon. What

will be the price for an annual compounding at the time of issue and now? (5 marks}

e. Abond is priced in the market at RM 1250 and has a coupon of 7%, 8 years to maturity.

Calculate:
i.  The current yield (2 marks)
ii.  The yield o maturity (5 marks)

[Total: 25 marks]
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Question 5

a. What motivates analysts to undertake portfolic analysis? (2 marks)

b. Briefly explain the importance of using standard deviation to assess the risk

measurement. (3 marks)

c. Sarais considering a portfolio containing asset A and B. Asset A will represent 70% of
the portfolio and asset B will account for 30% of the portfolio. The expected returns
over the next 5 years, 2019 — 2023 for each of these assets are summarized in the
following table.

Required:
i.  Calculate the expected portfolio return for each of the 5 years. (5 marks)
ii.  Calculate the average expected portfolio return over the 5 years. (2 marks)

i Calculate the variance and standard deviation of expected portfolio return over the

5 years period. {7 marks)

e. Suppose on 1% January 2021, Lutfi place RM1,500 into an account that earns 10% of
interest and the interest is compound each year. Lutfi plans to withdraw RM 500 at the
beginning of the year 2022 but will invest another RM 800 at the beginning of 2023.
What will be Lutfi's account balance at the end of 20237 (6 marks)

[Total: 25 marks]

END OF EXAMINATION PAPER
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List of formulas
1. Vb = Cle (PVIFA kjm,nxm) + pal' Value (PVIF kjm,nxm)
YiM = [ CPfm + [PV — MP) ]

nxXm

[ PV + MP ]
2

2.
YIe = E:P/m+(RV—-MP) }
nxm
[RV + MP ]
2
3. Po = D/k
i
-
Price = Future Pricex ! + Dividend Stream X __M
(I-{v-ry F
4,
5 Po = Do (1+a)
(k—9)
6. PV=FV/{1+r)
7. FV=PV(1+r)
8. rfj=r*+IP+RPj
9. HPR=Inc+ CG
Vo

Z (r, - F)z
Sl —
10. n-1
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