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	Statement of Academic Integrity
The Telfer School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind, use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 

Statement to be signed by the student:
I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic fraud in this examination.

Signed:______________________________________  

Note: an examination copy or booklet without that signed statement will not be graded and will receive a quiz exam grade of zero. 


   

















General Instructions:

1. Please SIGN the academic integrity statement above.
2. Please put your Name and Student ID# on ALL NINE pages of this exam.
3. This is an open book and open notes exam. Notes are any handwritten or printed materials, including but not limited to, previous assignments, quizzes, and exams plus their solution sets.
4. The use of scientific and financial calculators is encouraged.
5. Laptop computers or any other devices that can be used for communication are NOT permitted.
6. Please do NOT take apart the pages of this exam.
7. You have 1 hour and 10 minutes to work this exam.
8. Good Luck!





9. 
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Part I - Multiple Choice Questions (4 Marks)


There are four multiple-choice questions in this part. Each question counts 1 mark. Circle the ONE answer that is the BEST answer to each question. No credit is given for (a) no answer, (b) more than one answer, or (c) an answer other than the best answer to a question.


1. Which of the following potential benefits of global of financial markets have actually occurred?

a. They represent important sources of funds for Canadian borrowers.
b. They provide important diversification benefits to Canadian investors.
c. Canadian firms can list their shares in different markets.
d. The value of Canadian shares became more stable.
		e. All of the above
		f. Answers a., b., and c. 


2. Which of the following is NOT an example of an agency problem between shareholders and management?

a. Management refuses a merger offer because of the possibility of major changes in management.
b. Management takes a high risk to potentially increase the value of management stock options.
c. The firm increases its debt to increase the price of common shares via a share buy-back program.
d. Management keeps dividends low so that there are always funds available for management bonuses.
e. All of the above are examples of agency problems faced by shareholders.
f. None of the above is an example of agency problems faced by shareholders.
	      
 
3. The PRESENT VALUE of $100 received in four years

a. INCREASES if interest rates INCREASE.
b. INCREASES if interest rates DECREASE.
c. DECREASES if interest rates INCREASE.
d. DECREASES if interest rates DECREASE.
e. Both a. and d. above
f. Both b. and c. above




4. 
Use the following three statements to answer this question:

I. The prices of bonds with HIGHER durations are MORE sensitive to interest rate changes than are those with LOWER durations.

II. All else being equal, durations will be HIGHER when (1) market yields are HIGHER, (2) bonds have SHORTER maturities, and (3) bonds have HIGHER coupons.

III. Duration is a measure of risk of the bond

Which answer below best describes the three above statements?

a. I is CORRECT; II and III are INCORRECT.
b. II is CORRECT; I and III are INCORRECT.
c. III is CORRECT I and II are INCORRECT.
d. I and II are CORRECT; III is INCORRECT.
e. I and III are CORRECT; II is INCORRECT.
f. II and III are CORRECT; I is INCORRECT.
g. I, II, and III are CORRECT.
h. I, II, and III are INCORRECT.

Part II - Multiple Choice Problems (6 Marks)

There are three multiple-choice problems in this part. Each problem is worth 2 marks. To receive credit, you must show your work. Each problem is on a separate page and an additional blank work page is provided for each problem. If you are using a financial calculator, show what you are entering into the financial registers and show significant keystrokes. Please also specify the brand and model number. 

	5.
	An investment pays $2,000 at the BEGINING of EVERY 2 weeks for a year (a total of 26 payments). Your opportunity cost is a nominal or quoted annual rate of 13 percent based on compounding biweekly (i.e. every two weeks). The FUTURE VALUE of this investment is:

a.     $52,000.00
b.   $353,700.20
c.   $399,681.22
d.     $55,383.82
e.     $55,660.74
f.      $48,891.28
g.  None of the above



	
	



ADDITIONAL SPACE IS PROVIDED FOR WORKING PROBLEM 5



6.	If you invested $1,000, to the nearest 1/100 of a percent what interest rate must one earn to quintuple your money (i.e. accumulated compound interest plus original principal totaling $5,000) in 10 years? 

	a.	25.85%
	b.	22.28%
	c.	19.58%
	d.	14.35%
	e.	15.76%
	f.	17.46%  
	g.	None of the above
  

	

ADDITIONAL SPACE IS PROVIDED FOR WORKING PROBLEM 6
		


7.	The Real Thing Corporation issued a semi-annual pay 9 percent nominal annual coupon twenty-year bond twelve years ago. The nominal market yield until maturity for eight years for this bond is 10 percent. What is the current price of the bond if its face (i.e. maturity or par) value is $1,000?
 
	a.	$1,000.00
	b.	   $945.81
	c.	   $931.86
	d.	   $946.65
	e.	   $967.68
	f.	   $955.68
	g.	None of the above
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