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ADM 2350 


  Quiz #1 Examination
Name: __________________________
January 29, 2013

           




Student ID #: _____________________ 

	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!
 SEQ CHAPTER \h \r 1Part 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. The PRESENT VALUE of $100 received at some future time T 
(a) INCREASES if time T  INCREASE.
(b) INCREASES if time T  DECREASE.
(c) DECREASES if time T  INCREASE.
(d) DECREASES if time T  DECREASE.
(e) Both a. and d. above
(f) Both b. and c. above
Ans: F
2. Which of the following statements about the PRESENT VALUE of a growing annuity and/or perpetuity are correct:

(a) If the growth rate is higher than the discount (interest) rate then the PRESENT VALUE of a growing ANNUITY is infinite

(b) If the growth rate is lower than the discount (interest) rate then the PRESENT VALUE of a growing ANNUITY is infinite

(c) If the growth rate is higher than the discount (interest) rate then the PRESENT VALUE of a growing PERPETUITY is infinite

(d) If the growth rate is lower than the discount (interest) rate then the PRESENT VALUE of a growing PERPETUITY is infinite

(e) Both (a) and (c)

(f) Both (b) and (d)

Ans: C

3. Which of the following statements about the bond prices right after the coupon payment are correct:

(a) It is less than its face value if and only if the coupon rate is less than the YTM

(b) It is less than its face value if and only if the coupon rate is higher than the YTM
(c) It is always equal to the face value
(d) It is always less than the face value

(e) It is always higher than the face value

(f) None of the above statements are correct
Ans: A

4. If you are given an APR of 12% and are told that it is compounded N times during the year then the EAR

(a) Positively depends on N

(b) Negatively depends on N

(c) Does not depend on N

(d) Is equal to 0.12N

(e) Is equal to N0.12
(f) Cannot be computed given the provided information

Ans: (A)

 SEQ CHAPTER \h \r 1Part II - Multiple Choice Problems (6 Marks)
There are six multiple-choice problems in this part each worth 1 mark. To receive credit, you must show your work. Each problem is on a separate page. If you are using a financial calculator, show what you are entering into the financial registers. If you are using the formulas, please, specify which formula you are using and then write down the formula with all the parameter values entered into it. Please, write down the final answer into the space provided 
	5.
	Find the PRESENT VALUE of $1000 received in 5 years if the annual interest rate is 7%

Ans:_$712.9862__

Solution: 1000/(1.07^5)=$712.9862



	
	


6.
If you invested $1,000, to the nearest 1/100 of a percent what interest rate must one earn to double your money in 7 years?  

Ans:_10.41%____

Solution: 2000=1000*(1+r)^7. Hence, r=(2000/1000)^(1/7)-1=10.41%
 SEQ CHAPTER \h \r 17.
Find the PRESENT VALUE of an annuity that pays you $2,000 per year for 15 years if the annual interest rate is 8%


Ans:__$17,118.96_______


Solution: PMT = 2000; N=15; I/Y =8, CPT PV

8.
The ABC inc. issued a 12% coupon (with semiannual pay) 20-year bond 7 years ago. Today the YTM on this bond is 8%. What is the current price of the bond if its face (i.e. maturity or par) value is $1,000?


Ans:_$1,319.66________

PMT=60; N=26; I/Y=4; FV=1000; CPT PV

9.
What is the EAR on your credit card if the APR is 21% compounded monthly. Make sure to keep at least 6 decimal digits while performing your calculations. 

Ans:_$23.14%________


EAR=(1+0.21/12)^12-1=23.14%

10.
You've decided to pay off your $5001.17 credit card debt with 48 equal monthly payments of $131.70 (starting next month). What will be your balance halfway through (i.e., right after the 24th payment) if the credit card charges you 1% monthly interest?. 

Ans:_$2,797.75________


N=24; I/Y=1; PMT=131.70; CPT PV

Or just use AMORT function on the calculator
www.telfer.uOttawa.ca
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