Books Brothers stock was priced at $15 per share two years ago. The stock sold for $13 last year and now it sells for $18. What was the total return for owning Books Brothers stock during the most recent year? Assume that no dividends were paid. Round your answer to the nearest percent.


	[image: ] 
	17%



	[image: ] 
	20%



	[image: ] 
	23%



	[image: ] 
	38%


George Wilson purchased Bright Light Industries common stock for $47.50 on January 31, 2016. The firm paid dividends of $1.10 during the last 12 months. George sold the stock today (January 30, 2017) for $54.00. What is George’s holding period return?



	[image: ] 
	14.00%



	[image: ] 
	19.00%



	[image: ] 
	11.00%



	[image: ] 
	16.00%


Use the following table to calculate the expected return from the asset.

	Return
	Probability

	0.1     
	0.25    

	0.2     
	0.5    

	0.25     
	0.25    






	[image: ] 
	15.00%



	[image: ] 
	18.75%



	[image: ] 
	20.00%



	[image: ] 
	17.50%


You know that the average college student eats 0.75 pounds of food at lunch. If the standard deviation is 0.2 pounds of food, then what is the total amount of food that a cafeteria should have on hand to be 90 percent confident that it will not run out of food when feeding 50 college students?


	[image: ] 
	17.90 pounds



	[image: ] 
	53.95 pounds



	[image: ] 
	57.10 pounds



	[image: ] 
	21.05 pounds


Horse Stock returns have a standard deviation of 0.57, whereas Mod T Stock returns have a standard deviation of 0.63. The correlation coefficient between the returns is 0.078042. What is the covariance of the returns? (Round your answer to six decimal places.)


	[image: ] 
	0.993094



	[image: ] 
	0.359100



	[image: ] 
	0.217327



	[image: ] 
	0.028025


Data for Hugh’s Corporation is provided below. Hugh’s recently acquired some risky assets that caused its beta to increase by 30%. What is the stock's new expected rate of return according to the CAPM?
	Initial beta
	1.00

	Initial expected return (rs)
	10.20%

	Market risk premium, E(Rm – Rrf)
	6.00%

	Percentage increase in beta
	30.00%






	[image: ] 
	16.21%



	[image: ] 
	14.70%



	[image: ] 
	12.00%



	[image: ] 
	15.44%


Blossom, Inc., has issued a three-year bond that pays a coupon rate of 6.0 percent. Coupon payments are made semiannually. Given the market rate of interest of 4.0 percent, what is the market value of the bond? (Round answer to 2 decimal places, e.g. 15.25.)

	Market value
	
	$ _1056.01________
[image: ] 



Oriole Real Estate Company management is planning to fund a development project by issuing 10-year zero coupon bonds with a face value of $1,000. Assuming semiannual compounding, what will be the price of these bonds if the appropriate discount rate is 14.2 percent? (Round answer to 2 decimal places, e.g. 15.25.)

	Price of the bond
	
	$




$253.64

Laura Hall wants to invest in four-year bonds that are currently priced at $866.87. These bonds have a coupon rate of 5.3 percent and make semiannual coupon payments. What is the current market yield on this bond? (Round intermediate calculations to 5 decimal places, e.g. 1.25145 and final answer to 2 decimal places, e.g. 15.25%.)
	Current market yield
	
	[image: ] 
	%


 6.11%
Oriole, Inc., has a bond issue maturing in seven years that is paying a coupon rate of 10.0 percent (semiannual payments). Management wants to retire a portion of the issue by buying the securities in the open market. If it can refinance at 8.5 percent, how much will Oriole pay to buy back its current outstanding bonds? (Round answer to 2 decimal places, e.g. 15.25.)
	Oriole will pay
	
	$1077.93
[image: ] 


Briar Corp is issuing a 10-year bond with a coupon rate of 7 percent. The interest rate for similar bonds is currently 9 percent. Assuming annual payments, what is the present value of the bond? (Do not round intermediate computations. Round your final answer to the nearest dollar.)


	[image: ] 
	$990



	[image: ] 
	$1,066



	[image: ] 
	$945



	[image: ] 
	$872



Regatta, Inc., has six-year bonds outstanding that pay an 8.25 percent coupon rate. Investors buying the bond today can expect to earn a yield to maturity of 6.875 percent. How much will you be willing to pay for Regatta's bond today? Assume annual coupon payments. (Do not round intermediate computations. Round your final answer to the nearest dollar.)


	[image: ] 
	$923



	[image: ] 
	$972



	[image: ] 
	$1,066



	[image: ] 
	$1,014

	
	


Triumph Corp. issued five-year bonds that pay a coupon of 6.375 percent annually. The current market rate for similar bonds is 8.5 percent. How much will you be willing to pay for Triumph's bond today? (Do not round intermediate computations. Round your final answer to the nearest dollar.)


	[image: ] 
	$1,137



	[image: ] 
	$897



	[image: ] 
	$1,023



	[image: ] 
	$916



			Carla Vista Corp. is a fast-growing company whose management expects it to grow at a rate of 28 percent over the next two years and then to slow to a growth rate of 20 percent for the following three years. If the last dividend paid by the company was $2.15.
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			What is the dividend for the 1st year? (Round answer to 3 decimal places, e.g. 15.250.)
	D1
	
	$enter a dollar amount of the dividend for the first year rounded to 3 decimal places
[image: ] 2.752
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			What is the dividend for the 2nd year? (Round answer to 3 decimal places, e.g. 15.250.)
	D2
	
	$enter a dollar amount of the dividend for the second year rounded to 3 decimal places
[image: ] 3.523
	

	




	LINK TO TEXT









	



	



	
			What is the dividend for the 3rd year? (Round answer to 3 decimal places, e.g. 15.250.)
	D3
	
	$enter a dollar amount of the dividend for the third year rounded to 3 decimal places
[image: ] 4.227
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			What is the dividend for the 4th year? (Round answer to 3 decimal places, e.g. 15.250.)
	D4
	
	$enter a dollar amount of the dividend for the fourth year rounded to 3 decimal places
[image: ] 5.072
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			What is the dividend for the 5th year? (Round answer to 3 decimal places, e.g. 15.250.)
	D5
	
	$enter a dollar amount of the dividend for the fifth year rounded to 3 decimal places
[image: ] 6.087
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			Compute the present value of these dividends if the required rate of return is 14 percent. (Round intermediate calculations and final answer to 2 decimal places, e.g. 15.25.)
	Present value
	
	$enter the present value of these dividends rounded to 2 decimal places
[image: ] 2.11
	

	Click if you would like to Show Work for this question:
	Open Show Work
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Crane Supply Corp. has not grown for the past several years, and management expects this lack of growth to continue. The firm last paid a dividend of $3.80. If you require a rate of return of 16 percent, what is the current value of this stock to you? (Round answer to 2 decimal places, e.g. 15.25.)
	Current stock price
	
	$enter the current stock price rounded to 2 decimal places
[image: ] $23.75



David Davis is interested in buying the stock of First National Bank. While the bank's management expects no growth in the near future, David is attracted by the dividend income. Last year the bank paid a dividend of $5.52. If David requires a return of 20.0 percent on such stocks, what is the maximum price he should be willing to pay for a share of the bank’s stock? (Round answer to 2 decimal places, e.g. 15.25.)
	Maximum price
	
	$
[image: ] 



 $27.60
The First Bank of Flagstaff has issued perpetual preferred stock with a $100 par value. The bank pays a quarterly dividend of $1.70 on this stock. What is the current price of this preferred stock given a required rate of return of 10.0 percent? (Round answer to 2 decimal places, e.g. 15.25.)
	Current price
	
	$enter the current price of the preferred stock rounded to 2 decimal places
[image: ] 





$68.00







Which of the following statements is true about common stock?


	[image: ] 
	Common-stock holders have unlimited liability toward the obligations of the corporation.



	[image: ] 
	Owners of common stock are guaranteed dividend payment by the firm.



	[image: ] 
	Owners of common stock have the lowest-priority claim on the firm’s assets in the event of bankruptcy.



	[image: ] 
	Common stock is considered to have a fixed maturity.

	
Which of the following statements is NOT true about preferred stock?


	[image: ] 
	Preferred stock dividends are paid by the issuer with after-tax dollars.



	[image: ] 
	Preferred stock holders have limited voting privileges relative to common-stock owners.



	[image: ] 
	Preferred stock represents ownership in the firm.



	[image: ] 
	Preferred stockholders are not guaranteed dividend payments by the firm.



	


Which of the following statements is NOT true about preferred stock?


	[image: ] 
	Preferred dividend payments are paid by the issuer with after-tax dollars.



	[image: ] 
	Preferred stocks are generally viewed as perpetuities because they have no fixed maturity.



	[image: ] 
	Preferred dividends are tax deductible just like the interest on bonds.



	[image: ] 
	Preferred stock holders have limited voting privileges relative to common-stock owners.
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