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QUESTION 19

An annity where the cash flows continue forever is called a(n):
a ordinary annuity
b.annuity due
. absolute annuity
d. perpetuity.
e perpetuity due

QUESTION 20
‘The implicit exchange rate between two currencies which are both quoted in some third currency is called the:
a eurorate
b.depositary rate
. multiplex rate
9 London Interbank rate.

e.cross-rate

QUESTION 21

Investing in a number of differing assets to eliminate some of the risk is referred to as the principle of:
a.diversification
b.spreading risk
c.risk containment
d.portfolio construction
& scattering assets
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QUESTION 22

A current asset s defined as an asset that:
a.was purchased after the last financial statement date
b.was purchased within the past twelve months
©:normally converts to cash within one year

d.was manufactured within the past year and has yet to be sold
e.is highly liquid

QUESTION 23

Which one of the following best defines an annuity?
.2 stream of increasing annual dividend payments over an infinite period of time
b.a stream of decreasing payments occurring at regular intervals for a fixed period of time
. level stream of payments occurring at equal intervals of time
d.a level stream of payments occurring at random intervals for an infinite period of time
. seriof of equal payments occurring at random intervals over a fixed period of time

QUESTION 24

A business entity which is treated as alegal *person is called a:
alimited partnership
b.sole partnership
. general partnership
d.corporation
e private venture
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QUESTION 25

A bond which sells for less than the face value s called a:
a par value bond
b. perpetuity.
c. debenture
d.discount bond
& premium bond

QUESTION 26

‘The cost of debt s defined as the:
. annual interest divided by the current price
b.pre-tax change in the face value of a bond over time
. aftertax change in the face value of a bond over time
d.capital gain less the interest income
& retur that lenders require on any new borrowing by the firm

QUESTION 27

A portfolio weight s defined as the:
. total number of shares in a particular asset divided by the total number of shares held in a portfolio
b total market value of a portfolio divided by the total book value of that portfolio
. total current market value of an entire portfolio of diversified holdings
- current value of a portiolio minus the value one year ago, divided by the value one year ago

. percentage of a portfolio's total value that is invested in a particular asset
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QUESTION 28

A group of stocks, bonds, or other assets, owned by an investor is called a:
2 collection
b.fund

© Gonglomeration

d.portfolio
& holding

QUESTION 29

Financing for new, often high-risk firms is called:
a.aninitial public offering
b.a seasoned offering
c.a private placement
d.venture capitel
&.a public offering

QUESTION 30

‘The market where one shareholder sells shares to another shareholder is called the market.
aprimary
b.open
c.secondary
d.free
e dealer
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QUESTION 31

Cash is decreased when:
a.new debt is issued to purchase holiday merchandise

b.a dividend s paid
.a short-term loan is used to purchase fixed assets
d.sales are made on credit

©.new debt is assumed

QUESTION 32
‘The percentage of debt and equity utilized by a firm is called the:
. equity multiplier
b.capital structure weight
. weighted average cost of capital
d.debt ratio
e portfolio weight

QUESTION 33

Which one of the following is an annuity but NOT a perpetuity?
2.$300 every two to three weeks for one year

b.a monthly payment of $425 forever

. payments on the first day of each month in varying amounts for ten months
d.$600 on the last day of each month for two years

.$400 on the first of the secand, ifth, seventh, and tenth months of each year
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QUESTION 34
‘The proportional cost of equity plus the proportional aftertax cost of debt is called the:
. debt-equity ratio
b.capital structure weight
c. portfolio weight
d.weighted average cost of capital
& pure play weight

QUESTION 35
‘The process of accumulating interest in an investment over time to earn more interest in called:
a.discounting
b.compounding
©:complexing

A multiplying
&.indexing

QUESTION 36

A balance sheet is a financial statement that:
areports the cash flows of a firn as of a specified date
breflects a firm's accounting value on a particular date
. records the revenues and expenses for a firm over a period of time
d.reflects the market value of a firm as of the statement date
& reports the et income for a designated period of time based on the Generally Accepted Accounting Principles (GAAP)
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QUESTION 37

‘The London Interbank Offer Rate (LIBOR) is the rate that most
. domestic; Eurodollar

b.domestic; U.S. dollar
. international; Eurodollar
d.international; gold bulion
e.foreign; gold bullion

QUESTION 38

‘The stated interest payment made on a bond is called the:
a.face value

b.yield to maturity
c.coupon
d.maturity date

e discount rate

QUESTION 39

‘The rate required in the market on a bond s called the:
. yield to maturity
b.call yield
c. current yield
dliquidity premium
e.risk premium

banks charge one another for overnight

loans.
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QUESTION 40
Atangible asset:
a.is defined as any asset which adds value to a firm
b.by definition includes both equipment and patents
c.is another term for a fixed asset
d.is defined as an asset with a market value that exceeds the book value
e.is a fixed asset with a physical existence

QUESTION 41

A business organization that is similar to a sole proprietorship but has two or more owners s called a:
alimited liability company
b.corporation
. dual company
d.partnership
stock company

QUESTION 42

‘The process of managing a firn's long-term investments s called:
2. capital budgeting
b.working capitel management
. credit management
d.cost accounting

& capital structure management
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QUESTION 43

International bonds issued in a single country and generally denominated in that country's currency are called:
a.Eurobonds

b. American Depositary Receipts
c. Foreign bonds
d.country bonds

QUESTION 44
‘The cost of capital depends primarily on the:
& mix of projects related to a fir's current operations
b.source of the funds
c. current tax rate
d.use of the funds
e.firm's historical rates of return

QUESTION 45

Payments to shareholders by a corporation that represents a return on capital are called:
2 payouts
b.capital gains
c. dividends
. treasury distributions
e.required retums
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QUESTION 1

Which one of the following credit terms is most apt to produce the shortest accounts receivable period?
anetds

b.net 10
©.2/10, net 30
d.3/5, net 10

©.2/20, net 45

QUESTION 2
An intangible asset is a:
a. valuable fixed asset that has no physical existence
b.physical fixed asset that loses value over time, such as equipment
. fully-depreciated fixed asset which has no remaining market value
d.current asset with a negligible book value but considerable market value
& current asset iwth minimal market value and no physical existence

QUESTION 3

‘The legal document provided to prospective investors that describes details of the issuer and the proposed securities offering is called a:
a.security agreement

b.prospectus
<. public statement
d.registration statement
&.formal fiing
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QUESTION 4
‘The type of security which represents ownership in a firm without priority for dividends or priority in a bankruptoy is called stock.
a.convertible
b.senior
c.common

d.preferred

e treasury

QUESTION 5
‘The amount of debt and equity used by a firm to finance its obligations s called the firm's"
a.debt ratio
b.working capital ratio
c. capital structure
d.financial position
& cash position

QUESTION 6

Abond issued by the British government i called a:
a Eurobond
b-Eurodollar
c.foreign bond
d.country bond
e.git
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QUESTION 7

An advertisement placed in  paper which announces a public offering of securities is called a(n):
aprospectus
b.red herring
c. tombstone
d.Green Shoe
. underwriter's announcement

QUESTION 8

‘The market in which new securities are originally sold to investors is calied the market.
a primary.
b.open

. secondary
d.free

e.initial public

QUESTION 9

Diversifying a portfolio of equity securities across sectors and markets willtend to:
a.increase the required risk premium
b reduce the beta of the portfolio to zero
. reduce the standard deviation of the portfolio to zero
d.eliminate the market risk
& reduce the firm-specific risk
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QUESTION 10

‘The statement fled with the SEC that contains the required information concerning a firn's public offering is called a:
2 prospectus
b.red herring
c. security agreement
d.comment letter
&.registration statement

QUESTION 11

Last week, Baxter Industries paid their annual dividend of $1.34 on their common stock. The company predicts that the dividend will
increase by 3.5 percent each year indefinitely. What is the firm's cost of equity if the stock s selling for $43 a share?
2.4.80%

.6.62%
.6.73%
d.7.12%
6.7.38%

QUESTION 12

Blakeslee Machinery announced this morning that their next annual dividend will be increased to $2.10 a share and that future dividends will
be lowered by 2 percent per year. The stock price after the announcement settled at $16 a share. What s the firm’s cost of equity?
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QUESTION 13

An American Depositary receipt s defined as a security:
. which has been deposited in an interest-bearing account at a U.S. bank

issued outside of the U.S. which which represents shares of a U.S. stock

c.issued in the U.S. which represents shares of a foreign stock

d.which has a guarantee of payment from a U.S. bank

e.issued in multiple countries but denominated in U.S. currency

QUESTION 14

Which of the following is a use of cash?
. creating an accounts payable
b.collecting an accounts receivable
c.securing a new loan
d.expensing depreciation
&. reducing accounts payable

QUESTION 15

‘The process of finding the present value of some future amount is often called:
2. compounding
b.reducing
c.valuing
d.discounting
&.complexing
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QUESTION 16

A premium bond is a bond that:
a.is callable within 12 months or less

b.has a face value in excess of $1,00

. has a market price which exceeds the face value
d.is seling for less than par value

&.has a par value which exceeds the face value

QUESTION 17

‘The time period between the purchase of inventory and the collection of cash from the receivable created by the sale of that inventory is
called the:

a.cash cycle
b.operating cycle
c.inventory period
d.accounts receivable period
&.accounts payable period

QUESTION 18

A sole proprietorship is defined as a business:
a.that is five or less years old

b.with two or less owners
c.that is created informally

d.that is owned by a single individual
&.that has a single general partner









