Surname5

Name:
Tutor:
Course:
Date:
1. Long-term Sustainable Goals; profit maximization might be among the top goals of the financial management, however, this does not mean that the profits that are earned within that short period of time will produce long-term sustainable goals for the organization.in financial management, profit maximization has the potential of earning high profit within short-term period, but still at the same time long-term earning might drastically diminish.
Product quality; through profit maximization, an organization might decrease the quality of the product produced or services that are rendered to the customers. A company might end up ruining its reputation in a bid to maximize its profit if it uses low quality production material or does not keep the required standards during the production process.
2. 
a. Money market refers part of the financial market that deals in borrowing and lending of short-term loans which generally takes a period of less than a year. 
Capital Market is a financial market whereby long-term debt or equity-backed securities are either sold or bought. Some of the securities that are dealt with in capital market are shares, bonds, and other long-term investments.
b. The Toronto Stock Exchange is part of the Capital Market.
c. The Toronto Stock Exchange is a secondary market since it enables other companies to sell securities that were previously issued in a primary market.
3. 
I. A forgone investment opportunity will not lead to agency costs since investment opportunities are long-term and thus they are thought over a substantial period of time. 
II. Paying a dividend to each of the existing shareholders will lead to agency costs since they can be shared with an aim of benefitting one person at the expense of the shareholders’ interests.
III. Purchasing new equipment which increases the value of each share of stock will not increase agency costs because it will be geared towards prioritizing of the shareholders’ interests.
IV. Hiring auditors to verify accuracy of things such as financial statements of an organization does not increase agency costs since they are incurred while at the same time prioritizing of the interests of the shareholders.
4. 
a. [bookmark: _GoBack]Sole proprietorship; agency conflicts occurs normally where there occurs a separation of ownership and management of a business. In a sole proprietorship or any other small business, there is no such separation as it occurs in a corporate. However, there is still a possibility for agency conflicts taking place. 
b. Partnership; the degree of agency conflicts occurring is higher than that in sole proprietorship but lower than that of a corporation since there is no greater separation of management and ownership of the business as that in corporation.
c. Corporation; the degree of agency conflicts taking place is higher than that of both partnership and sole proprietorship since there is a bigger separation of management and ownership of the business  
5. A= P(1+rt)
P is the principal amount; r interest rate; t number of time periods
A= $500; P= $200; r= 20
500= 200(1+0.20*t)
500/200= 1+0.20t
2.5=1+0.20t
2.5-1=0.20t
1.5=0.20t
T=1.5/0.20
T= 7.5 years.
6. A= p(1+r/n)nt
A=amount; p= principal; r= interest rate; n= number of times interest is compounded per year; nt= time
A= $20,736; r=20% or 0.20; n= 4 years p=?
20,736= p (1+0.20/4)4
20,736= p (1.21550625)
P= 20,736/1.21550625
P= $ 17,059.60
Interest= A- P
Interest= $ 3,674.40
7. p= $ 500,000,000; n= 20 years; A= 1,000,000,000
1,000,000,000= 500,000,000(1+r/20)20
1,000,000,000/500,000,000= (1+r/20)20
2= (1+r/20)20
Log2= 20 log (1+r/20)
Log2-log20=log (1+r/20)
0.23138=log (1+r/20)
Antilog 0.23138=1+r/20
1.70364=1+r/20
1.70364-1= r/20
0.70364=r/20
R= 0.70364*20
R= 14.07283%

8. present value of cash flows at time zero
a. p= A/(1+i)t
p.v= 10,000/(1+0.025)0
p.v= $ 10,000.00

p.v= 12,000/(1+0.025)1
p.v= $ 11,707.30

p.v= 5,000/(1+0.025)2
p.v= $ 4,759.10

p.v= 10,000/(1+0.025)3
p.v= $ 9,286.00

p.v= 13,000/(1+0.025)4
p.v= $ 11,777.40

Total present value of the cash flows
10,000.00+11,707.30+4,759.10+9,286.00+11,777.40
=$ 47,529.80

b. future value at time 4
f.v= 10,000*(1+0.025)4
f.v= $ 11,038.10

f.v= 12,000*(1+0.025)3
f.v= $ 12,922.70

f.v= 5,000*(1+0.025)2
f.v= $ 5,253.10

f.v= 10,000*(1+0.025)1
f.v= $ 10,250.00

f.v= 13,000*(1+0.025)0
f.v= 13,000*1
f.v= $13,000.00

Total future value of the cash flows
11,038.10+12,922.70+5,253.10+10,250.00+13,000.00
=$ 52,463.90
9. 
a. present value at time 0
p.v= 5,000/(1+0.025)0
p.v= $ 5,000.00

p.v= 5,000/(1+0.025)1
p.v= 5,000/1.025
p.v= $ 4,878.00

p.v= 5,000/(1+0.025)2
p.v= 5,000/1.050625
p.v= $ 4, 759.10

p.v= 5,000/(1+0.025)3
p.v= $ 4,643.00

p.v= 5,000/(1+0.025)4
p.v= $ 4,529.80

Total present value of the cash flows
5,000.00+4,878.00+4,759.10+4,643.00+4,529.80
=$ 23,809.90

b. future value at time 4
f.v= 5,000*(1+0.025)4
f.v= $ 5,519.10

f.v= 5,000*(1+0.025)3
f.v= $ 5,384.50

f.v= 5,000*(1+0.025)2
f.v= 5,000*1.050625
f.v= $ 5,253.10

f.v= 5,000*(1+0.025)1
f.v= 5,000*1.025
f.v= $ 5,125.00
f.v= 5,000*(1+0.025)0
f.v= $ 5,000

Total future value for the cash flows
5,519.10+5,384.30+5,253.10+5,125.00+5,000
=$ 26,281.50

10. 
a. present value at time 0
p.v= 5,000/(1+0.025)0
p.v= $ 5,000

p.v= 5,000/(1+0.025)1
p.v= $ 4,926.12

p.v= 5,000/(1+0.015)2
p.v= $ 4,853.30

p.v= 5,000/(1+0.019)3
p.v= $ 4,725.50

p.v= 5,000/(1+0.024)4
p.v= $ 4,547.50

Total present value of the cash flows
5,000+4,926.12+4,853.30+4,725.50+4,547.50
=$ 24,052.42

b. future value at time 4
f.v= c0*(1+r)n
f.v= 5,000*(1+0.025)4
f.v= $ 5,519.10

f.v= 5,000*(1+0.025)3
f.v= $ 5,384.50

f.v= 5,000*(1+0.015)2
f.v= $ 5,151.10

f.v= 5,000*(1+0.019)1
f.v= $ 5,095.00

f.v= 5,000*(1+0.024)0
f.v= $ 5,000

Total future value= 5,519.10+5,384.50+5,151.10+5,095.00+5,000
=$ 26,149.7










