Week seven session two tutorial and case
Blue
Requirements
(a) Blue plc is equity financed by 500,000 50c ordinary shares. Current market value is 30c and the annual dividend of $12,000 is about to be paid.
Calculate Blue’s cost of capital.

(b) Red plc is financed by equity shares having a market value of $3. A dividend of 25c has just been paid and this compares favourably with the dividend of 15c paid four years ago.
Calculate Red’s cost of capital.
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