Part A

Explain how the decision of the Federal Reserve Bank (Fed) to raise interest rates would be expected to affect each component of the weighted average cost of capital (WACC). What mistakes are commonly made when estimating the WACC, and how do these mistakes arise?





PART B



[bookmark: _GoBack]In what types of situations would capital budgeting decisions be made solely on the basis of project's net present value (NPV)? Identify potential reasons that might drive higher NPV for a given project. Substantiate your response by providing an example to explain your thought process.

P


art 


A


 


 


Explain how the decision of the Federal Reserve Bank (Fed) to raise interest rates would be expected to affect 


each component of the 


weighted average cost of capital (WACC). What mistakes are commonly made when 


estimating the WACC, and how do these mistakes arise


?


 


 


 


 


 


 


PAR


T


 


B


 


 


 


 


In what types of situations would capital budgeting decisions be made solely on the basis of project's net present 


value (N


PV)? Identify potential reasons that might drive higher NPV for a given project. Substantiate your response 


by providing an example to explain your thought process


.


 




P art  A     Explain how the decision of the Federal Reserve Bank (Fed) to raise interest rates would be expected to affect  each component of the  weighted average cost of capital (WACC). What mistakes are commonly made when  estimating the WACC, and how do these mistakes arise ?             PAR T   B         In what types of situations would capital budgeting decisions be made solely on the basis of project's net present  value (N PV)? Identify potential reasons that might drive higher NPV for a given project. Substantiate your response  by providing an example to explain your thought process .  

