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INSTRUCTIONS

1. This paper has six (6) questions
2. Answer question one (1) and any other three (3)
3. Each question carries 25 mabks

4. Start each question on a new page




a) Calculate the Expected Return of security A and B. &)

b) If60% of the total wealth is invested in asset A and 40% in Asset B, calculate
the Expected Return of the portfolio. %)

C) Explain the three forms of Efficient Market Hypothesis. (13

4) Explain any five sources of finance giving advantages and disadvantages of each. (25)

(1) Calculate the present value of the bond, (6)
(i Determine the effective annual rate of return on the bong. 3)
(1ii) Use the Capital Asget Pricing Mode] (CAPM) to determine the require

rate of return for Barclays Ho dings Zimbabwe assuming it has a beta of [.2
Zimbabwe Treasury Bill rate is 5.07% whilst the feturn on the Zimbaby, o Sto.
Exchange (ZSE) Industria] index is 15%, (6) )

(b) Bluerays industries has produced a bare] per week for the Past20  years byt
pays it all out to stockholders. The stockheiders have alternative, equivalent-risk

ventures yielding 209 PEr year on average., How much is one share of Bluerays
worth? Assume the Company can keep going indeﬁnitely “4)

(¢) Explain the concept of portfolio diversification. (6)

6) (a). Explain how the Accounting Rate of Return differs from other methods of investimeiy

appraisal. (8)




(b). Giving examples explain how the Payback method is used to arrive at a project to be
chosen (5)

(). Gabriel is considering whether or not to invest in project KK which has the following
details. Use the Net Present Value to advise him on whether he should take it or not.

Investment outlay $10 000

$
Estimated future cash inflows  Year | 4 000
Year 2 4 000
Year 3 4 000
Year 4 1 000
Cost of Capital is 10% (13)

End of Paper



