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should maintain the sequence of answer of all parts of each question.)
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1. a) What is fundament Analysis? State the factors considered in fundamental analysis. 03
b) How do the investors use business cycle and yield curve to forecast the market? 03
c) What do you mean by Fed model and Fair value model? Why do the investors use 04

those models?

2. a) Is the industry analysis valuable in market forecasting? 02
b) How the industry life cycle is used in industry analysis? Explain. 06
c) What are the qualitative factors used to characterize the industry? 02

3. a) What is meant by Investment company? State the functions of investment 03
companies.

b) Classify the Mutual funds based on their objectives. 03
c) ICB mutual has Tk 510 million of securities in the market and borrowed Tk. 110 04

million from commercial banks. The fund has 10 million shares outstanding.
Recently it has declared 10 percent dividend to shareholders. Calculate the
followings;
(i) The net asset value of this fund.
(ii) If the fund is sold at 10 percent premium, what is the current market price of

fund.
(iii) Ifthe fund generates 5 percent capital gain and the net asset value goes up to

Tk 45 per share at the end of the year then calculate the total return and
percentage of return.

4. a) What is meant by bond valuation? Is the price of the bond sensitive to the market 03
interest rate? How?

b) Identify the determinants of bond risk premium. 02
c) Apex Limited has issued 12 percent coupon bond with the face value ofTk. 1000,

but selling- at Tk 950 in the market. The bond will mature in 10 years and 05
redeemable at 5 percent discount. The appropriate discount rate for investment of
similar risk is 10 percent. Do you purchase the bond? Calculate the bond duration,
the current yield and yield to maturity.

5. a) Write down the factors influencing the pricing of common stock. 02
b) The Peter Corporation's risk adjusted cost of capital is 9%. It's current cash

dividend per share are TK. 3.00, and have been growing at 4% per year. However, a 05
technological break-through is expected to increase Peter's growth rate to 7% for
the foreseeable future.

I. What do you expect the stock price will be after Peter's new
technological development is announced publicly?

11. Does the stock price change you suggested in .part (i) seem rational?
iii. Calculate the current value of Peter's common stock using dividend

discount model assuming Peter's dividend will grow at 10% rate for
the next 2 years, resulting in the third year to the historical g-rowth
rate and continuing to grow at a historical rate for the foreseeable
future. Show your calculation.

,.



c) The Parker Dental Supply sells at $36 per share, and Ray Parker, the CEO of this 03
well-known Research Triangle Firm, estimates the latest 12-months earnings are $3
per share with a dividend payout ratio of 50%. Dr. Parker's earnings estimates are
very accurate.

i) What is Parker's current PIE ratio?
ii) If an investor expects earnings to grow by 10% a year and required rate of

return is 16%, what is the projected price for next year.
iii) If the interest rates are expected decline, whatis the likely effect on Parker's

PIE ratio?

6· a) Why do company analysis is important to the investors? Mention the problems of 03
forecasted earnings valuation model in conducting company analysis.

b) Analyze the securities on the basis of information supplied and indicate the pest one 07

for investment decision .

Financial Variables CONFC HYDELB MICEM
Current Ratio 3: 1 2: 1 1.5: 1
Quick Ratio 0.8:1 1:1 . 0.75:1
Return on equity 15% 20% 18%
Return on capital employed 13% 17% 15%
Days sales outstanding 45 days 20 days 20 days
Inventory conversion period 60 days 45 days 50 days
Creditor deferral period 30 days 40 days 30 days
Debt ratio 0.50: 1 0.30: 1 0.45:1
Times Interest Earnings 7 times 10 times 9 times
ratio
Debt to equity ratio 1:1 0.80:1 0.4: 1

Evaluate the financial performance of securities and select the fundamentally best
one on each kind of information.

7 a) Define investment in real assets with example.
b) Describe the advantages and disadvantages of investment in real assets.
c) Discuss the different real estate valuation approaches.
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