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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 midterm 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.
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8. Good Luck!
www.telfer.uOttawa.ca
[bookmark: OLE_LINK1]There are FOUR multiple-choice problems on this exam. Each problem counts 5 marks for a total of 20 marks for this exam. To receive credit for each problem, you must show your work!

1.	Mary Marson wishes to retire on her 75th birthday. She wants to withdraw $80,000 on each of her 75th through 99th birthdays (i.e. 25 withdrawals). Her life expectancy is 100 years, and she wishes to leave to her heirs $500,000 at that time. (Just in case she does live longer than 100 years, she will dip into the $500,000!) Assuming an interest rate throughout her life of 3%, (1) how much must Mary accumulate by age 75 BEFORE making her first withdrawal to be able to provide for her retirement years and her bequest of $500,000 and (2) how much must Mary deposit at the END of each year for fifty-five years, assuming she starts her plan at age 20 with deposits on her 21st through 75th birthdays with the deposit on her 75th birthday occurring immediately BEFORE her withdrawal on that birthday.

	a.	$1,631,854.60,     $11,992.62
	b.	$1,673,646.15,     $11,941.50
	c.	$1,673,646.15,     $12,299.74
	d.	$2,500,000.00,     $17,837.55
	e.	$2,500,000.00,     $18,372.68
	f.	$1,393,051.82,     $  9,939.45
	g.	$1,393,051.82,     $10,237.64
	h.	$1,434,843.37,     $10,237.64
	i.	$1,434,843.37,     $10,544.77
	j.	$1,631,854.60,     $11,643.32
	k.	None of the above.


ADDITIONAL SPACE IS PROVIDED FOR WORKING PROBLEM 1



2.	For fiscal year 2013, the Kahl Telephone Company (KTC) expects to pay dividends of $11,000.00 per share. Dividends are expected to grow from the 2013 dividend of $11,000.00 at 10% compounded annually in fiscal years 2014 through 2017, respectively.  After that, dividends are expected to remain at the fiscal 2017 level for fiscal years 2018 through 2019. Thereafter, dividends are DECREASE at a compound rate of 10% per year forever from the fiscal 2019 level. Stocks of similar risk yield 10%. To the nearest penny, what should be the price of a share of KTC stock today at the BEGINNING of fiscal 2013?

	a.	$  72,472.95
	b.	$  59,895.00
	c.	$  87,846.00
	d.	$  54,545.45
	e.	$  55,000.00
	f.	$  50,000.00
	g.	$  27,951.00
	h.	$  17,355.37
	i.	$  37.190.08
	j.	$104,545.45
	k.	None of the above.

		

ADDITIONAL SPACE IS PROVIDED FOR WORKING PROBLEM 2
		


3.	Stock A has a beta of 1.40, Stock B has a beta of 0.80, the expected and required rate of return on an average stock is 15 percent, and the risk-free rate of return is 5 percent. By how much does the required rate of return on Stock A exceed the required rate of return on Stock B? 

	a.	  4%
	b.	  2%
	c.	13%
	d.	  7%
	e.	  8%
	f.	  5%
	g.	10%
	h.	15%
	i.	  6%
	j.	19%
	k.	None of the above.



ADDITIONAL SPACE IS PROVIDED FOR WORKING PROBLEM 3


4.	Lara and Larry Davis wish to buy the home of their dreams in Huntsville, Ontario. The home costs $800,000. The ScotiaBank offers to lend them 80% of the purchase price or $640,000 at a nominal annual rate of 6.00 percent compounded semi-annually for a term of 4 years with an amortization period of 20 years. Since Lara and Larry have saved $160,000, they are considering the ScotiaBank mortgage. Since Lara and Larry are paid monthly, they elect monthly mortgages payments to match the frequency of their paycheques. To the nearest penny, what are their monthly mortgage payments? (NB. There are EXACTLY 12 payments per year.) 

	a.	$  13,333.33
	b.	$    2,666.67
	c.	$161,980.31
	d.	$  33,685.26
	e.	$  32,000.00
	f.	$  15,030.42
	g.	$    4,585.16
	h.	$  15,008.82
	i.	$    4,558.01
	j.	$160,000.00
	k.	None of the above.
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