Briefly state why you have chosen an answer and why other choices are incorrect. For open-ended questions, show your work 
[bookmark: _GoBack]
Question 1
For a firm with a constant payout ratio, the dividend growth rate can be estimated as: 
A. Payout ratio × Return on equity.
B. Return on assets × Retention ratio.
C. Return on equity × (1 + Retention ratio).
D. Payout ratio × Return on assets.
E. Return on retained earnings × Retention ratio. 

Question 2
A stock’s PE ratio is primarily affected by which three factors?
 
A. accounting practices, opportunities, and the market rate of return
B. dividend yield, capital gains yield, and opportunities
C. market rate of return, risk, opportunities
D. accounting practices, market rate of return, risk
E. risk, opportunities, accounting practices

Question 3
Enterprise value equals the: 
A. combined market value of debt and equity minus excess cash.
B. market value of equity minus the market value of debt plus excess cash.
C. market value of debt plus the book value of equity minus excess cash.
D. combined market value of debt and equity.
E. combined book value of debt and equity minus excess cash.

Question 4
Martin's Yachts is expected to pay annual dividends of $1.40, $1.75, and $2.00 a share over the next three years, respectively. After that, the dividend is expected to remain constant. What is the current value per share at a discount rate of 14 percent?

Question 5
Bikes and More just announced its next annual dividend will be $2.42 a share and all future dividends will increase by 2.5 percent annually. What is the market rate of return (the discount rate) if this stock is currently selling for $22 a share?

Question 6
Dexter’s has a fixed dividend payout ratio of 40 percent, current net income of $5,200, total assets of $56,400, and total equity of $21,600. Given this information, what estimate would you use as the dividend growth rate if the last dividend paid was $.464 per share?

Question 7
Rudy’s stock is currently valued at $28.40 a share. The firm had earnings per share of $1.86 last year and projects earnings of $2.09 a share for next year. What is the trailing twelve month price-earnings ratio?

Question 8
Kurt’s Interiors has annual revenue of $506,000 with costs of $369,400. Depreciation is $64,900 and the tax rate is 34 percent. The firm has debt outstanding with a market value of $240,000 along with 7,500 shares of stock that is valued at $87 a share. The firm has $51,200 of cash, all of which is needed to run the business. What is the firm’s 
EV/EBITDA ratio? 
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