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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 question paper consist of ONE (1) section.

4. There are FOUR {4) questions, answer ALL questions.

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. Compund interest tables and formula have been appended for your reference.

THERE ARE 10 PAGES OF QUESTIONS, EXCLUDING THiIS PAGE.
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SECTION A: (TOTAL 100 MARKS)

INSTRUCTION: Answer All questions.
Please use the answer booklet provided.

Question 1

Clean Corporation, a leader in the beauty and skincare industry, has always prided itseif on
innovation and forward-thinking strategies. As part of their long-term growth plan, the
company's financial advisory team has proposed exploring investment opportunities to
diversify their portfolio and create additional revenue streams. Among the proposed options
is a Stock Estee Lauder (EL) and Bond Berjaya Care (BC), known for their potential to deliver
varying rates of return. In their monthly department meeting, the Chief Financial Officer (CFO)
has presented the details of two potential investment; Stock EL and Bond BC and requested
you as her subordinates to carefully analyse the probabilities associated with its potential
returns. The detailed report showcasing the probability distribution of returns are as follows:

U Eeongmy. b e AT CRetum{n. - 1 Retum{n)
) Ex‘bangizc)n T 025 I 1 5% — 1 7% ‘
Stable 0.55 8% 6%
Recession 0.20 - 10% 6%

(a) Calculate the expected rate of return and the standard deviation on the investment of
security KK and security BB.
(14 marks)
{b) Help the CFO by suggesting the most suitable investment for Clean Corporation.
Justify your reasoning.
(5 marks)
(c) The CFO intend to combine both of the stock into a single portfolio. He requires you to
come out with a data whether his action is wise or not for diversification and risk
management.
(6 marks)
[TOTAL MARKS: 25 MARKS]
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Question 2

Mr Kasim and his wife Mrs Salamah are the CEO and founder of A GO GO Express. They
wanted to buy a nice house near Puncak Alam as a retirement house. He has been eyeing a
project with a well-known developer and the cost of the house is RM 1.45 miillion. The house
build up is up to 3,086 sqft with Victorian concept design and comes with an extraordinary 25ft

back garden.

The project is going to be completed in & years' time. Instead of placing 10 % as a down
payment you, a banker, advise them to place at least 20% as a down payment to get a better
financing rate. Mr Kasim and his wife agree to your suggestion and wish to place a 20 % as a
down payment from the selling price and plan to save up some money for 3 years at the bank
at6.5% interest annually;

e

Since MrKasim plated 20% as’down’ or ffie holise, e ive Him 4.5
9% annually for 25-years. Mr Kasim is still a bit concerned with the monthly lnstalmentand asks

M‘ Ror e Ao

you to advise him on the payment scheme available at the bank. You offered Mr Kasim the
latest housing loan product that offered amortized loan scheme. You are required to:

(@) Calculate the amount Mr Kasim needs to save every year to achieve 90% of the down
payment.
(5 marks)
(b)  Prepared an amortization table for Mr Kasim for the first SIX (6)-month.
(15 marks)
(c) Distinguish the characteristic between amortized loan scheme with discount loan and
justify which of the scheme give a better offer to the lender.
{5 marks)

[TOTAL MARK: 25 MARKS]
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Question 3

NAA Enterprises is a dynamic company engaged in making strategic investments to maximize
returns and foster growth, The company specializes in evaluating and selecting investment
opportunities that promise the best potential for profitability and sustainable development. With
a keen focus on financial énalysis and strategic decision-making, NAA Enterprises aims to
optimize its investment portfolio by rigorously assessing various alternatives, each requiring

significant initial capital outlay and offering distinct cash flow patterns over time.

NAA Enterprises is currently evaluating two mutually exclusive investment alternatives to
determine which one is the most advantageous. You have presented TWO (2) project to your
department to be evaluate, Makanan Rancangan Tambahan (MRT)'s Project and Express'’s
project. With a very tight budget on investment, you only can invest in one project. The budget
this year is only RM 100,000. Each of these investment options necessitates an initial

expenditure of RM100,000.

You have calculate the cost of capital to obtained to RM 100,000 which is 10%. Your team
have projecta future cash flows associated with each alternative are outlined below. You need
to prepare a complete evaluation for both project. The company also has a policy to accept a

project if the project manage fo repay back the capital invested lesser than 4 years.

Year Project MRT Project Express
RM RM
1 10,000 25,000
2 20,000 25,000
3 30,000 25,000
4 40,000 25,000
5 50,000 25,000
(a) You are required to use the proposed tools in evaluating the project above by using

the data given.

i) Payback period.

(3 marks)
ii)  Net present value (NPV) assuming a discount rate of 8%.

{6 marks)
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iy Based on the data above, determine the profitable proiect should the company
proceed with. Defend you answer with suitable arguments.
{6 marks)
{b) Your immeidiate supervisor request you to compute appreximate amount rate of return
for the project chosen. Use interpolation technique to help you finding the number.
(7 marks)
(c) Your supervisor impress with your work and insist you to explain to the other team
member on the benefit in issuing bond rather than bank. Explain TWO (2) reasons or
benefit in issuing bond.
(8 marks)

[TOTAL MARKS: 30 MARKS]
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Question 4

Axiatis Corporation, which specializes in the manufacture of industrial sewing machines, has
recently received a substantial order from several European countries. This significant influx
of orders has created a pressing need for the company to expand its facilities in order to meet
the heightened demand for its products. To finance this necessary expansion, Axiatis
Corporation plans to raise RM75,000,000 internally through retained eamings.

This strategic move is part of the company’s broader financial plan to ensure that it can meet
the requirements of this large order while maintaining financial stability. In executing this
expansion plan, Axiatis Corporation aims to maintain its optimal capital structure, which is
composed of 45% debt, 10% preferred stock, and 45% equity. The company has always
prioritized a balanced capital structure o minimize risks and costs associated with financing.
It is committed to preserving this balance while financing the expansion, ensuring that the
financial health of the company remains robust.Currently, Axiatis's common stock is trading at

RM20 per share, with last year's dividend at RM1 .50 per share and an 8% growth rate.

The preferred stock is selling at RM50 per share and has been yielding 6% in the current
market price. Flotation costs are 8% for common stock and 3% for preferred stock.
Additionally, Axiatis Corporation can issue RM1 ,000 par value bonds with a 10% interest rate,
priced at RM 980, and a maturity period of five years. The company's tax rate stands at 35%.

The company will issuing new common stock and new preferred stock.

(a) Compute the cost of common stocks, preferred stocks and bonds.

{11 marks)
(b) Calculate the weighted average cost of capital (WACC).
(3 marks)
(c) Eiaborate THREE (3) the importance in knowing the cost of capital.
(6 marks)

[TOTAL MARKS: 20 MARKS]

END OF QUESTION PAPER
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FORMULA

Depreciation = [Cost Salvage Value] /n
DPR = (Dividend / Net income) x 100

_ 1
PV = PMT x [~{r)] (fjj"’)")]
_ (1+r)"-1
FVA = PMT (£222=)

E(R) =¥ (PxR)
o=J2P(R-E(R))

CV=olr

COVixxyy =3 (i - E(R)xx) (rvvi - E(R)yy) (P)
E(R) p = wxxE(R)xx + wyvE(R)vy
Pxxyr = COVxxyy/ (oxx)ovy)
Di1=Do(1+9)

Ve = CP (PVIFA) + MV (PVIF)

WACC = Sum of ([w] x cost of capital)
NPV = sum of PV — CFO

V*B=AV + VB

Vas = VA +(V*B — cost of acgn)

Vas = VA +VB + AV

Ki =YTM

Ka = ki(1-tax)

Kps =D/ (MP - FC)

Kre=[D1 / (MP)] +g

Knes =[D1 / (MP-FC)] +g

Vp/s = Dividend / k

Vcis = Di/(k-g)
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