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Table 4 - Present Value of an Annuity ($1 paid in each period)

Periods 4% 5% 6% 7% 8% 9% 10% 1% 12% 13% 14% 15%
1 0.962 0.952 0.943 0.935 0.926 0917 ~ 0.909 0.901 0.893 0.885 0.877 0.870
2 1.886 1.859 1.833 1.808 1.783 1.759 1.736 1.713 1.690 1.668 1.647 1.626
3 2.775 2.723 2.673 2.624 2.577 2.531 2.487 2.444 2.402 2.361 2.322 2.283
4 3.630 3.546 3.465 3.387 3.312 3.240 3.170 3.102 3.037 2.974 2.914 2.856
5 4.452 4.329 4.212 4.100 3.993 3.890 3.791 3.696 3.606 3.517 3.433 3.352.
6 5.242 '5.076 - 4.917 4,767 4.623 4.486 4.355 4.231 4,111 3.998 3.889 3.784
7 6.002 5.786 5.582 5.389 5.206 5.033 4.868 4,712 4.564 4.423 4.288 4.160
8 6.733 6.463 6.210 5.971 5.747 5.535 5.335 5.146 4.968 4,799 4,639 4.487
9 7.435 . 7.108 6.802 6.515 6.247 - 5.965 5.759 5.537 5.328 5.132 4.946 4.772
10 8.111 7.722 7.360 7.024 6.710 6.418 6.145 5.889 5.650 5.426 5.216 5.019
11 8.760 8.306 7.887 7.499 7.139 6.805 6.495 6.207 5.938 5.687 5.453 -5.234
12 9.385 8.863  8.384 7.943 7.536 7.161 6.814 6.492 6.194 5.918 5.660 5.421%
13 9.986 9.394 8.853 8.358 7.904. 7.487 7.103 6.750 6.424 6.122 5.842 - 5.583
- 14 10.563 8.899 9.295 8.745 8.244 7.786 7.367 6.982 6.628 6.302 6.002 5724
15 11.118 10.380 9.712 9108 =~  8.559 8.061 7.606 7.191 6.811 6.462 8.142 5.847
16 11.652 10.838 10.106 9.447 8.851 8.313 7.824 7.379 6.974 6.604 6.265 5.954
17 12.166 11.274 10.477 9.763 9.122 8.544 . 8.022 7.549 7.120 8.729 8.373 - 6.047
18 12.659 11.690 10.828 10.059 9.372 8.756 8.201 7.702 7.250 6.840 8.467 6.128
19 13.134 12.085 11.158 10.336 9.604 8.950 8.365 7.839 7.366 6.938 6.550 6.198
20 13.590 12.462 11.470 10.594 9.818 9.129 8.514 7.963 7.469 7.025 6.623 6.259
21 14.029 12.821 11.764 10.836 10.017 9.292 8.649 8.075 7.562 7.102 6.687 6.312
22 14.451 13.163 12.042 11.061 10.201 9.442 8.772 8.176 7.645 7170 6.743 6.359
23 14.857 13.489 12.303 11.272 10.371 9.580 8.883 8.266 7.718 7.230 6.792 6.399
24 15.247 13.799 12.550 11.469 10.529 9.707 8.985 8.348 7.784 7.283 6.835 6.434
25 15.622 14.094 12.783 11.654 10.675 0.823 9.077 8.422 7.843 7.330 6.873 6.464
26 - 15.983 14.375 13.003 11.826 10.810 9.929 9.161 8.488 7.896 7.372 6.906 6.491
27 16.330 14.643 13.211 11.987 10.835 10.027 9.237 8.648 7.643 7.408 6.935 6.514
28 16.663 14.898 13.406 12.137 11.051 10.116 9.307 8.602 7.984 7.441 6.961 6.534
29 16.984 15.141 13.591 12.278 11.158 10.198 8.370 8.650 8.022 7.470 6.983 6.551

30 17.292 15.372 13.765 12.409 11.258 10.274 89.427 8.694 8.055 7.496 7.003 5.566



THE OPEN UNIVERSITY OF SRI LANKA ’
BACHELOR OF MANAGEMENT STUDIES DEGREE PROGRAMME LEVEL 4
ASSIGNEMNT TEST - 2013/2014

MCU 2208 - MONEY AND CAPITAL MARKETS

DURATION - TWO (02) HOURS

DATE: 06.10.2013 ‘ TIME: 2.00 PM - 4.00 PM

INSTRUCTIONS

o Answer only THREE (03) questions.
e All questions carry equal marks.
e Non programmable calculators are allowed.

)] (i) Describe different financial markets.

(ii) Using appropriate diagram describe the main ways in which capital is transfen ed from
savers to borrows.

) (i) Discuss the various powers and functions of the security exchange commission (SEC).

(i) Distinguish between the primary market and the secondary market.

3) (1) “The debt market in Sri Lanka comprises mainly of two segments, Government debt
market and the corporate debt market”. Discuss.

(i1) Telecom Lid., has corporate debenture maturing in seven years, paying 10% interest on a
Rs. 1000/= face value. However, interest is paid semi-annually. If your required rate of
return is 12%., what is the value of the bond? How would your answer change if the
interest were paid annually?

# 1) Explain the steps that a firm has to follow when a public issue of shares is made.

(i1) Nancy Cotton Ltd., (NCL) paid a dividend of Rs. 2.00 per share last year. Investors
expect dividends of NCL to grow at a constant rate of 5% forever. Currently the share is
trading at Rs. 15.00
a) What is the value of the share of NCL to an investor whose required rate of return is
18%7
b) Isthe Stock Over Valued or Under Valued?
c) Do you recommend for an investor to purchase this share? Explain.

~All rights Reserved-
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Table 4 - Present Value of an Annuity (51 paid in each period)

Periods 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15%
1 0.962 0.952 0.943 0.935 0.926 0917 ~ 0.909 0.901 0.893 0.885 0.877 0.870
2 1.886 1.859 1.833 1.808 1.783 1.759 1.736 1.713 1.690 1.668 1.647 1.626
3 2.775 2.723 2.673 2.624 2.577 2.531 2,487 2.444 2.402 2.361 2.322 2.283
4 3.630 3.546 3.465 3.387 3.312 3.240 3.170 3.102 3.037 2.974 2914 2.855
5 4.452 4.329 4,212 4.100 3.993 3.890 3.791 3.696 3.606 3.517 3.433 3.352.
6 5.242 5.076 4.917 4.767 4.623 4.486 4.355 4.231 4111 3.998 3.889 3.784
7 6.002 5.786 5.582 5.389 5.206 5.033 4.868 4,712 4.564 4.423 4.288 4.160
8 6.733 6.463 6.210 5.971 5.747 5,535 5.335 5.146 4.968 4,799 4639 4.487
9 7.435 7.108 6.802 6.515 6.247 - 5.995 5.759 5.537 5.328 5.132 4.946 4.772
10 8.111 7.722 7.360 7.024. 6.710 6.418 6.145 5.889 5.650 5.426 5.216 5.019
1 8.760 8.306 7.887 7.499 7.139 6.805 6.405 6.207 5.938 5.687 5.453 5,234
12 9.385 8.863 8.384 7.943 7.536 7.161 6.814 6.492 6.194 5.918 5.660 5.421
13 9.986 9.394 8.853 8.358 7.904. 7.487 7.103 6.750 6.424 6.122 5.842 5.583
© 14 10.563 9.899 9.295 8.745 8.244 7.786 7.367 6.982 6.628 6.302 6.002 5.724
15 11.118 10.380 9.712 9.108 8.559 8.061 7.606 7.191 6.811 6.462 6.142 5.847
16 11.652 10.838 10.106 9.447 8.851 8.313 7.824 7.379 6.974 6.604 6.265 5.954
17 12.166 11.274 10.477 9.763 9.122 8.544 8.022 7.549 7.120 8.729 8.373 6.047
18 12.659 11.690 10.828 10.059 9.372 8.766 8.201 7.702 7.250 6.840 6.467 6.128
19 13.134 12.085 11.158 10.336 9.604 8.950 8.365 7.839 7.366 6.938 8.550 6.198
20 13.590 12.462 11.470 10.594 9.818 8.129 8.514 7.963 7.469 7.025 6.623 6.259
21 14.029 12.821 11.764 10.836 10.017 9.292 8.649 8.075 7.562 7.102 6.687 6.312
22 14.451 13.163 12.042 11.061 10.201 9.442 8.772 8.176 7.645 7.170 8.743 6.359
23 14.857 13.489 12.303 11.272 10.371 9.580 8.883 8.266 7.718 7.230 8.792 6.399
24 16.247 13.799 12.550 11.469 10.529 §.707 8.985 8.348 7.784 7.283 6.835 6.434
25 15.622 14.094 12.783 11.654 10.675 9.823 9.077 B.422 7.843 7.330 6.873 6.464
26 15.983 14.375 13.003 11.826 10.810 9.929 9.161 8.488 7.896 7.372 6.906 6.491
27 16.330 14.643 13.211 11.987 10.935 10.027 9.237 8.648 7.043 7.408 6.935 6.514
28 16.663 14,898 13.406 12.137 11.051 10.116 9.307 8.602 7.984 7.441 6.961 6.534
29 16.984 15.141 13.591 12.278 11.158 10.198 9.370 8.650 8.022 7.470 6.983 6.551
30 17.292 15.372 12.409 11.258 10.274 9.427 8.694 8.055 7.496 7.003 6.566

13.765



