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Question 1
a. There are mutually exclusive projects with NPV greater than that of my project.
b. My coworker’s project should be accepted because it has higher profitability due to its high NPV value.
c. If my coworker has another project and our two projects are not mutually exclusive, both of our projects should be accepted because they can happen together, and their NPVs are greater than $0  
Question 2
The marginal tax rate is the incremental tax one pays on an incremental income. The average tax rate refers to the total tax divided by income total. If one has an income of $ 250,000 and the tax amount is $25,00, the average tax rate will be 10%. The most important rate for most financial decisions is the average tax rate. 
Question 3
The dividend growth model values a stock by using the required return rate to discount the infinite series of dividends per share back into the present. It is not a good idea to use the dividend growth model because it assumes that the dividends per share have constant growth, and it can only be limited to companies with stable growth rates.
Question 4
The weighted average cost of capital (WACC) compares the equity and debt structure of a business. It is calculated by dividing the firm’s equity market value by the total market value of the company’s equity and debt multiplied by equity cost multiplied by the company’s debt value in the market by the company's equity and debt values in the market multiplied by debt cost times one minus the corporate income tax. It might be a good idea to use at least some debt financing because they will lower the company's overall cost of funding and increase free cash to distribute to its stakeholders.
Question 5
When interest rates increase, the bond prices fall. This is because investors will no longer be interested in the lower fixed interest rate paid by a bond.
Part B
Question 6
a. [bookmark: _Hlk72309063]E(Ri) is the security’s expected return, while E(RM) is expected from the market portfolio. β is the systematic or non-diversifiable risk. RM is the market rate's return, and Rf is a risk-free rate.
b. Beta (β) measures security or systematic risk or volatility or portfolio compared to the whole market. Beta indicates that a stock and the market have the same risk if its value is equal to one (β=1). A Beta less than one shows that the asset has a lower risk as compared to the market. A Beta greater than one indicates a riskier asset than the market. A Beta greater than one suggests that any addition of the stock to a portfolio will increase its risk, which may lead to a rise in the expected return on investment. A Beta of 1.5 would suggest that the stock is 50% more volatile than the market.

Question 7
a. The weighted average cost of capital (WACC) refers to the determination of the cost of capital for a firm which involves a proportionate weighing of each category of capital in the firm. The WACC formula is; WACC=(E/V * Re) + ((D/V * Rd) * (1-T) where: E is the firm's equity market value, D is the firm's debt market value, V is the total sum of debt, and equity, E/V is the capital percentage that represents equity, D/V is the percentage of debt in the capital, Re is the equity cost, Rd is the debt cost, and T is the tax rate. 
The CEO is correct because a high WACC might be a concern to the investors. A company with a high WACC than its actual return may indicate a loss of value.
b. The two different approaches to determine the appropriate cost of capital that appropriately accounts for the different risk(s) are the capital asset pricing model and the weighted average cost of capital. On the capital asset pricing model (CAPM) approach, I will calculate the expected return on investment by subtracting the security’s return from the sum of systematic risk multiplied by the market’s portfolio expected return and the risk-free rate. The advantage of CAPM is that it considers only systematic risk hence reflecting diversified portfolios for most investors. The limitation of this approach is that values need to be assigned to the market return, equity risk, return of risk-free rate, and the Beta.
For the weighted average cost per capital approach, I will determine the company's weighted average cost of capital by using the WACC formula. WACC=(E/V * Re) + ((D/V * Rd) * (1-T) where: E is the firm's equity market value, D is the firm's debt market value, V is the total sum of debt and equity, E/V is the capital percentage that represents equity, D/V is the percentage of debt in the capital, Re is the equity cost, Rd is the debt cost, and T is the tax rate. The advantage of WACC is its simplicity. The disadvantage of this approach is the difficulty in capital structure maintenance. I will use the WACC value to determine the NPV. If the NPV is greater than $0, the project should be accepted.
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