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Question 1

a) Provide a brief discussion of the types and characteristics of debt and equity securities.
(10 marks)
b) If a company was to go into liquidation, which claims would have higher priority: bonds or equity?  Why?  How would you deal with hybrid securities in liquidation?  
(10 marks)
									  	    (Total 20 marks)

Question 2
On March 30, 2014, the €/$ exchange rate was €0.82/$ compared to €0.94/$ exactly one year before.  On the same day, the £/$ exchange rate was £0.56/$ compared with £0.62/$ one year earlier.

a) Calculate the percentage appreciation of the euro against the dollar over the previous year. 
(5 marks)
b) Calculate the percentage appreciation of sterling against the dollar over the previous year.
(5 marks)
c) Calculate the percentage appreciation or depreciation of sterling against the euro over the previous year.
(10 marks)
									  	    (Total 20 marks)

Question 3
Beta Company is considering entering the market for cleaning fluids. The project requires an initial outlay of £500,000 to build a plant.
 
Forecast cash flows are as follows:

	Year
	Cash Flows (£)

	1
	146,926

	2
	127,842

	3
	127,983

	4
	98,885

	5
	49,739



In five years, it is estimated that the salvage value of the plant will be £50,000. Beta Company uses 7% to discount future cash flows.

a) Evaluate the project using the NPV method. 				
(20 marks)

b) Discuss the various investment appraisal methods Beta Company could use. In your discussion, comment on the advantages and disadvantages of other methods. 																								(10 marks)

									  	  (Total 30 marks)

Question 4
Consider the following financial statement information for ABC Plc. and XYZ Plc.:
	
	ABC Plc
	
	XYZ Plc

	 
	2017
	2016
	
	2017
	2016

	Inventory
	£500
	£450
	
	£900
	£900

	Accounts Receivables
	£600
	£625
	
	£1,000
	£1,100

	Accounts payable
	£400
	£350
	
	£600
	£825

	
	
	
	
	
	

	Sales
	£3,000
	
	£6,000

	Cost of goods sold
	£2,500
	
	£5,200




a) Calculate the operating and cash cycles. How do you interpret your answer?
(20 marks)
b) What is working capital? Identify the objectives of working capital management and discuss the conflicts that may arise between them. 
(10 marks)
									  	    (Total 30 marks)
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