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Q1
	Computation of book value and market value of assets Wall Brick's Inc

	
	Solution 
	
	
	
	

	Current assest (book value) = $9 Millions
	
	

	Current liabilities (book value) = $ 6 Millions
	
	

	Net fixed assets (book value) = $15 Millions
	
	

	Total assets (book value) = $30 Millions.
	
	

	Net working capital (market value) = current assets - current liabilities

	$ 5 Millions = current assets - $6 Millions
	
	

	current assets = $11 Millions
	
	
	

	Net fixed assets (market value) = $18 Millions
	
	

	Total assets (market value) = $29 Millions.
	
	

	
	
	
	
	
	


Book Value= $ 30 million                     Market Value = $29 Million 

Q2
Approximately (using the Rule of 72), how many years will it take to double a $1000
Investment when interest rates are 4% per year?
The rule dictates that you take the number 72 divided by the interested rates. Thus, 72÷4= 18 years
Q.3
A stock investor deposited $1000 five years ago in a non-dividend paying stock.
Today the stock is valued at $1,539. What annual rate of return has this investor earned?

Annual Rate of Return=EYP-BYP/ (BPY)/100
BYP beginning of the year amount deposited 
EYP End of the year, amount available 
Thus, [1539-1000/1000]100= 53.9%
Q4
A friend wants to retire in 40 years when he is 65. At age 25, he can invest
$200/month that earns 6% each year. But he is thinking of waiting 20 years when he is age 45,
And then investing $600/month to catch up, earning the same 6% per year. He feels that by
Investing over three times as much for half as many years (20 instead of 40 years) he will have more.
The best option is to retire at 45 years, investing 6% a month of $600.
A. What is the future value of each of these options at age 65, and under which scenario would he accumulate more money?
He accumulates more money on the second option. That is, [36×12]20= $8,640

B. He is now retiring at age 65, and has saved $526,140. He wants the money to last until he
Turns age 100. He continues to earn 6%. How much can he spend each month to spend his final?
Dollar at age 100?
526,140= what he has already saved. 
At 65 for 40 years. 
40=526,140
60=?
60.526,140/40= 789,210

5Q

Q6.
Given 
Property value =200,000
Down payment=$ 40,000
Loan Amount = 160,000
Interest Rate (r) =3.5% annual
                           = 0.292% monthly.
Year (n)     =30 
      Monthly payment = Loan amount x r/ 
                                          200,000*0.00292  / 

584/ 

584/0.6512
The monthly payment will be =$ 896.806
Q7
The general conversion factor for APR to EAR is  
  Where n represents the number of compounding periods of the APR per EAR Period.
For a common {\displaystyle \mathrm {EAR} =(1+{\tfrac {\mathrm {APR} }{n}})^{n}-1} credit card quoted at 29.99 % APR compounded monthly, the one year EAR is {\displaystyle (1+{\tfrac {0.129949}{12}})^{12}-1}
  
=1.0249916712 -1
=O.3448
=34.48%
Q8
Calculate the price of a $1,000 bond, offering a 8% coupon payment with 20 years left
 to maturity and a market interest rate of 10%. (Assume interest payments are semiannual.) Is this a discount or premium bond?
N=20×2(Since it’s semiannually) = 40
I= 10%
PMT= 1000×0.08= 80/2 (since it’s semiannually) = 40
FV 1000
PV? = 749.3 which is less than the market value hence the bond is a discount bond





Q9 
Daily Returns = ($25,332.18 -$24,819.78)/ $24,819.78  
=0.021x100
=2.1%
Considering 252 working days in a year, Effective annual rate of that day = (1.021252  -1)*100  
18714.25413%

Q10.
Dividend recent = $ 1.70
Required return = 10% = 0.1
Growth = 6% = 0.06
Price of Stock = D1/(r - g) = 1.70*(1+0.06)/(0.1-0.06) = $45.05
Therefore, Price of Stock = $ 45.05  

Q11
Expected dividend = 2.00+5% = 2.1
Dividend yield = Expected dividend / Stock price
2.1/ 42 *100 = 5%
Expected return = Dividend Yield + Growth rate
5%+ 6% = 
Expected Return=  11%
Q12
The return for a portfolio of securities is the weighted average of the individual returns.
In this case, 0.2 *12% (company X weight and return) +  0.55 * 14% (company Y weight & return) + 0.25 *-6% (company Z weight & return) = 
0.2 *12% + 0.55 * 14% + 0.25 *-6%
0.024% (from X) + 0.077% (from Y) + -0.015% (From Z)
= 0.086%
Thus, your portfolio return is  0.086%
Q13
A) Total value of portfolio= ($25.00 x200)+ ($40.00 375)+ ($50.00+ 600) 
=5,000+15000+30,000 
=50,000
Wt of  Goodmonth   ($25.00 x200)/50,000  =10%
Wt of Icestone = ($40.00 375)/50,000 =30%
Wt of Bridgerock= ($50.00+ 600)/50,000 =60%
Beta of your portfolio= (10%x4.0)+(30%x-2.0)+(60% x1.5)= 
Beta=  0.7
B)
Required return of the portfolio= Rf+beta(Rm-Rf)
required return of the portfolio= 3+2.36(8-3)=  15.5%
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