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ASSIGNMENT -1


1. An investor wishes deposits $100 in a bank account for 5 years at 8% interest. Find out the amount which he will have in his account if interest is compounded (a) annually, (b) semi-annually, (c) quarterly and (d) continuously. (LO 3) (0.25 X 4 = 1 Mark) 
 Compounded interest = P (1 + r/n) (nt) 
a) Annually amount. $100 (1 + 0.08) ^ 5
= $146.9
b) Semiannually. $100 (1+ 0.08/2) ^ 10
$ 148.02
C) Quarterly $ 100 (1+ 0.08/4) ^ 20
$ 148.6


2. You have a choice of accepting either of two 5-year cash flow streams or lump-sum amounts given 
End of year                                                               Cash flow stream                        
                                                          Alternative I                       Alternative II
1                                                                 $ 7,000                                 $ 11,000
2                                                                      7,000                                         9,000
3                                                                      7,000                                         7,000
4                                                                      7,000                                         5,000
5                                                                      7,000                                          3,000
                                                            Lump-sum amount
At time zero (t = 0)                                       $28,250                                   $28,000

Assuming 10 per cent required rate of return, which alternative (I or II) and in which form (Cash flow or lump-sum) would you prefer and why? (LO 3)  (2 Marks) 

 Alternative 1 compound annually 
$28250 (1+ 0.1) ^ 5  
= $45496.9

	Alternative 2 compounded annually will be 
$ 28000 (1+ 0.1) ^ 5
$ 45 094.3
The best option is the second alternative.


3. How can a lack of business ethics negatively affect the performance of an economy? Give an example. (LO6 ) (1 Mark)
It affect employee performance example lack of motivations, 

4. For the year ended Dec 31, 2018, Abeer Clothing Company has total assets of $87,631,181, ROA of 11.67 percent, ROE of 21.19 percent, and a profit margin of 11.59 percent. What are the company’s net income and net sales? Calculate the firm’s debt-to-equity ratio. (LO 3, LO 4) (1 Mark) 



ROA = NET INCOME /Average total assert.
ROE = Net income / shareholder equity 
Debt-to-equity ratio= total liabilities /total shareholder equity

ROA = 11.67 = net income /87,631,181
 Net income = 1,022,655, 882



Shareholder equity = 21.19 = 1,022,655, 882/ shareholder equity

Shareholder equity = 1,022,655, 882/ 21.19


Shareholder equity = 48,261,249.94


Profit margin = net income /net sales

11.59 = 1,022,655, 882/ net sales 
Net sales = 88,236,055.39

Debt-to-equity ratio   88,236,055.39/48,261,249.94

= 1.83
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