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INSTRUCTIONS TO CANDIDATES

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

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

3. This guestion paper consists of ONE section only.

4. There are FIVE questions. Answer FOUR questions ONLY.

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 have been appended for your reference.

THERE ARE FIVE (5) PAGES OF QUESTIONS, EXCLUDING THIS PAGE.
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INSTRUCTION: Answer FOUR (4) questions.

Please use the answer booklet provided.

Question 1

CONFIDENTIAL

As the Investment Analyst at Skyline Asset Management, you have been tasked to evaluate

two potential equity investments: shares of Company X and Company Y. The returns and

associated probabilities for these shares are shown in the table below:

Probability X | Return on X (%) | Probability Y | Return on Y (%)
0.10 -8 0.10 10
0.20 12 0.20 -6
0.40 18 0.40 24
0.20 22 0.20 30
0.10 28 0.10 36

Table 1: Possible returns and probabilities for Company X and Y

(a) Calculate the expected return for eachiinvestment.

(5 marks)

(b) Compute the standard deviation for each investment to assess their individual risk.

(10 marks)

(c) Assume an investor allocates 70% of the portfolio to Company X and 30% to Company

Y. Calculate the expected portfolio return and portfolio standard deviation.
(10 marks)
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Question 2
(a) Discuss the inverse relationship between bond value and interest rate.
(10 marks)

(b) A bond issued by EcoGrowth Capital Sdn Bhd has the following details:

Annual Coupon Payment: RM120
Maturity Period: 5 years
Face Value (Principal): RM1,000

i.  Determine the price of the bond if the coupon rate is 12% compounded semi-
annually and the market requires an 8% yield.
(5 marks)

ii. Calculate the bond's price if the required market yield is 10% per annum with
12% coupon rate and interest is paid annually.
(5 marks)

ii.  Ifthe bond's market price at the end of year 5'is RM890, calculate the Yield to

Maturity (YTM).
(5 marks)
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Question 3

(a) Eastern Link Berhad has reported the following figures in its annual report:
Net Profit: RM5.6 million
Total Revenue: RM35 million
Total Assets: RM22 million
Total Liabilities: RM9 million
Number of common shares outstanding: 400,000 shares

Calculate the followings:

Debt to equity ratio

(2 marks)
ii. Return on assets (ROA)

(2 marks)
ii.  Earnings per share (EPS)

(2 marks)
iv.  Net profit margin

(2 marks)
v.  Equity multiplier

(2 marks)

(b) Explain in detail four (4) types of common shares.
(8 marks)

(c) Explain the difference between primary market and secondary markets in securities
trading.
(4 marks)

(d) Investors often build portfolios to diversify their holdings. Briefly explain the concepts

of diversification and correlation in influencing portfolio risk.

(3 marks)

EBB30803 INVESTMENT MANAGEMENT Page 3 of 10



MARCH 2025 CONFIDENTIAL

Question 4

(a) AFA Corporation just paid a dividend of RM1.50 per share. Dividends are expected to
grow at 20% in Year 1, 12% in Year 2, and then stabilize to a constant 8% per year
starting Year 3 onward. If the required rate of return is 10%, calculate the intrinsic value
of the stock today.

(5marks)

(b) Global Axle Industries expects to pay a dividend of RM2.00 next year, with dividends
expected to grow at a constant rate of 6% per year indefinitely. If the required rate of
return is 9%, compute the current intrinsic value of the stock.

(5 marks)

(c) Bintara Holdings has paid a dividend of RM0.80. Analysts expect a growth rate of 30%
for the next 2 years, followed by a stable growth of 5% per year thereafter. The investor
requires a return of 11%. Determine the stock’s intrinsic value today.

(5 marks)

(d) Discuss the effects of investor required rate of return towards the stock valuation.

(6 marks)
(e) Discuss investor’s reaction if the intrinsic value differs significantly from the current

market price.

(4 marks)
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Question 5
(a) Elaborate two advantages of investing in unit trusts with appropriate justification.

(4 marks)

(b) ABC Balanced Fund has the following portfolio composition at the end of the financial
period:
Total value of equity investments: RM2,000,000
Government bonds: RM500,000
Cash and cash equivalents: RM100,000
Accrued income: RM50,000
Liabilities (including fees & payables): RM150,000
Outstanding units: 1,500,000 units

i.  Calculate the Net Asset Value (NAV) of the fund.

(4 marks)
ii. Calculate the NAV per unit.

(3 marks)

(c) Explain three (3) common investment objectives that influence individual or institutional

investor decisions.

(6 marks)

(d) Discuss the relationship between risk and return in investment decisions. Support your
explanation with an example.
(4 marks)

(e) State two (2) roles of financial intermediaries in the capital market.
(4 marks)

END OF EXAMINATION PAPER

EBB30803 INVESTMENT MANAGEMENT Page 5 of 10



MARCH 2025

List of formulas

1s

Vb = CP/m (PVIFA wmnxm) + par value (PVIF wm,nxm)

YTM = [CF’/m+[PV-—M?[ ]

nxm
[ PV + MP ]
2

2.

YIC = E':me + (RV.= MP) 1

nxm |
{"RV + MP 1
L 2
3. Po = D/k
]
. P
Price = Future Pricex : + Dividend Stream __ﬁj__i‘l
(1+r}' r
4.
5. Po = Do(1+q)
(k—9)
6. PV=FV/(1+r)
7. FV=PV(1 +r)
8. rj=r*+IP + RPj
9. HPR=Inc+ CG
Vo
Z (& ~ r_)z
S - t=1
n-1
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