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Chapter 9 Quiz

< Question1(of3)

1 value:

10.00 points

Problem 9-1

What must be the beta of a portfolio with E(rp) = 17%, if 1 = 5% and E(n) = 15%? (Do not round
intermediate calculations. Round your answer to 2 decimal places.)

Beta of a portfolio

References eBook & Resources

Worksheet Problem 9-1

Check my work
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Problem 9-2

The market price of a security is $30. Its expected rate of return is 18.2%. The risk-free rate is 6% and the
market risk premium is 9.7%. What will be the market price of the security ifits correlation coefficient with
the market portfolio doubles (and all other variables remain unchanged)? Assume that the stock is expected
to pay a constant dividend in perpetuty. (Do not round intermediate calculations. Round your answer
to 2 decimal places. Omit the "$" sign in your response.)

Market price s

References eBook & Resources

Worksheet Problem 9-2

Check my work
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Problem 9-8

You are a consultant to a large manufacturing corporation that is considering a project with the following net
after-tax cash flows (in millions of dollars)

Years from Now After-Tax Cash Flow
0 -25
1-10 6

The project's beta is 1.7. Assuming that r; = 5% and E(1yy) = 13%, what is the net present value of the
project? What is the highest possible beta estimate for the project before its NPV becomes negative? (Do
not round intermediate calculations. Enter "NPV" answer in millions rounded to 2 decimal places.

Round "Highest beta" answer to 2 decimal places. Omit the "$" sign in your response.)
Net present value B
Highest beta
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Worksheet Problem 9-8
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Problem 14-5

Abond with par value of $1,000 has an annual coupon rate of 6.6% and currently sells for $940. What is
the bond's current yield? (Round your answer to 2 decimal places. Omit the "%" sign in your
response.)

Current yield %

References eBook & Resources

Worksheet Problem 14-5

Check my work
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Problem 14-6

a. Calculate the effective annual interest rate for (1) A 3-month T-bill selling at $98,660 with par value
$100,000. (2) A 15% coupon bond selling at par and paying coupons semiannually. (Round your
answers to 2 decimal places. Omit the "%" sign in your response.)

Effective Annual Rate
Tobil %
Coupon bond %

b. Which security has a higher effective annual interest rate?

O Coupon bond
O Toil

References eBook & Resources

Worksheet Problem 14-6
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Problem 14-7

Treasury bonds paying an 13.4% coupon rate with semiannual payments currently sell at par value. What
Coupon rate would they have to pay in order to sell at par if they paid their coupons annually? (Hint: What is
the effective annual yield on the bond?) (Round your answer to 2 decimal places. Omit the "
your response.)

Effective annual yield

References eBook & Resources

Worksheet Problem 14-7

Check my work




