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http://vustudents.ning.com MIDTERM EXAMINATION Spring 2009 FIN630- Investment Analysis & Portfolio Management (Session - 2) Question No: 1



( Marks: 1 ) - Please choose one



Shares of McDonald Corporation are an example of a (n): Standardized financial instrument Non-standardized financial instrument since their prices can differ over time Standardized financial liability instrument Open-end investment Question No: 2



( Marks: 1 ) - Please choose one



Which of the following is NOT a derivative security? Option Debenture Swap Future Question No: 3



( Marks: 1 ) - Please choose one



Which of the following is an example of a financial asset?



Factories Options Commercial properties Gold Question No: 4



( Marks: 1 ) - Please choose one
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http://vustudents.ning.com are qualified and regulated professionals who trade shares and other securities through market makers on behalf of investors. Members Specialists Day traders Stock brokers Question No: 5



( Marks: 1 ) - Please choose one



If a person gives too much weight to recent information compared to prior beliefs, he errors. would make Framing Selection bias Conservatism Forecasting Question No: 6



( Marks: 1 ) - Please choose one



Companies that have capitalization amounts between $500 million and $2billion are known as . Small cap companies Mid cap companies Growth companies Large cap companies Question No: 7



( Marks: 1 ) - Please choose one



Mr. A purchased a stock at Rs. 50 today that is expected to grow in future up to Rs.100, he believes in .
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http://vustudents.ning.com Growth investement Value investement Speculation None of the given options Question No: 8



( Marks: 1 ) - Please choose one



Which of the following is a popular price pattern? Resistance and support Double ups Head and shoulders Triangles Question No: 9



( Marks: 1 ) - Please choose one



The Elliot Wave Theory is based on repeating



waves cycle.



4 5 7 8 Question No: 10



( Marks: 1 ) - Please choose one



Which one of following statement is true if intrinsic value of a security is lower then its current market price?



The security is being overvalued The security is being undervalued
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http://vustudents.ning.com The security is correctly valued No connection exists between security intrinsic value and market price Question No: 11



( Marks: 1 ) - Please choose one



If a company possess higher required rate of return, the justified P/E will be.



Lower Higher Both will be same None of given options Question No: 12



( Marks: 1 ) - Please choose one



What will be the resulting figure,when gross profit is divided by net sales? Gross margin Operating margin Net margin Profit margin Question No: 13



( Marks: 1 ) - Please choose one



Which of the following ratio depicts a firm’s ability to cover its short-term obligations?



Dividend yield ratio Return on assets ratio Debt coverage ratio Current ratio
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http://vustudents.ning.com Question No: 14



( Marks: 1 ) - Please choose one



In top-down approach of fundamental analysis, investors begin their analysis with:



Company Industry Economy Market Question No: 15



( Marks: 1 ) - Please choose one



Which of the following stage is more important for the investors?



Pioneering stage Expansion stage Stabilization stage Decline stage Question No: 16



( Marks: 1 ) - Please choose one



Which of the following stage should be avoided by investors who are interested in capital gains?



Pioneering stage Expansion stage Decline stage Stabilization stage Question No: 17



( Marks: 1 ) - Please choose one
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http://vustudents.ning.com Which of the following industry is sensitive to business cycle and price changes?



Growth industry Cyclical industry Defensive industry Interest sensitive industry Question No: 18



( Marks: 1 ) - Please choose one



Mutual funds pool the funds of savers and can be used to buy



.



Shares in mutual savings banks only A variety of financial instruments Shares in the Federal Reserve System None of the given options Question No: 19



( Marks: 1 ) - Please choose one



In an efficient financial market, there would be no



Under/over priced securities Financial intermediaries Commissions Taxes Question No: 20



( Marks: 1 ) - Please choose one



An efficient market reflects which of the following information?
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Past, current and inferred information Future and past information Past and current information Current and inferred information Question No: 21



( Marks: 1 ) - Please choose one



If stock advances are greater than declines by a wide margin, the market is perceived as .



Healthy Stable Stronger because of the widespread movement Weaker because of the widespread movement Question No: 22



( Marks: 1 ) - Please choose one



Leverage ratios are designed to:



Measure a company's capital structure Measure the quality of a company's operations Measure a company's ability to cover its short-term obligations Measure the percentage of earnings paid to shareholders Question No: 23



( Marks: 1 ) - Please choose one



Financial securities with a maturity of less than a year from their original issue date are sold in which of following market?
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Money market Bond market Equity market Derivative market Question No: 24



( Marks: 1 ) - Please choose one



An over-the-counter market can be defined as: A network of dealers connected electronically An illegal secondary market for stocks used primarily by those attempting to evade taxes A primary market for stocks A form of centralized exchange Question No: 25



( Marks: 1 ) - Please choose one



When current assets exceeds current liabilities it is called: Gross capital Working capital Net capital Reserved capital Question No: 26



( Marks: 1 ) - Please choose one



Balance sheet shows the:



Financial position of business Balances of all accounts
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http://vustudents.ning.com Net profit earned during a period Expense of a business Question No: 27



( Marks: 1 ) - Please choose one



Which of the following is NOT an asset? Accounts payable Equipment Supplies Cash Question No: 28



( Marks: 1 ) - Please choose one



Which of the following categories is NOT a financial statement element?



Cash flow Contributed capital Assets Distributions Question No: 29



( Marks: 1 ) - Please choose one



For which of the following value of beta, a stock is assumed to be as risky as market?



1.5 1.0 2.0 0.5
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http://vustudents.ning.com Question No: 30



( Marks: 1 ) - Please choose one



Which of the following is NOT a requirement for an efficient market? Stock prices incorporate all information All known information be reflected in prices The adjustments occur very quickly Each adjustment be perfect Question No: 31



( Marks: 5 )



A company is paying $0.60 in dividends and the required rate of return is 6%.Company is selling the stocks at $12. Assume 2% growth rate. Figure out the current value of the stock. By keeping in view your answer.Explain whether the stock is overvalued or undervalued. Question No: 32



( Marks: 10 )



a) Describe the role of price-earning ratio in determining value of stocks. b) Price earning (Market price per share/Earning per share) ratios tend to be high when inflation and interest rates are low. Do you agree with this statement? Justify your answer.



http://vustudents.ning.com




















http://vustudents.ning.com http://vustudents.ning.com -






If a company possess higher required rate of return, the justified P/E will be. Lower ... In top-down approach of fundamental analysis, investors begin their analysis with: ... Interest sensitive industry ... Shares in mutual savings banks only. 
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