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THE OPEN UNIVERSITY OF SRI LANKA ~
 BACHELOR OF MANAGEMENT STUDIES DEGREE PROGRAMME |

LEVEL 4 i

FINAL EXAMINATION 2011

MONEY AND CAPITAL MARKETS — MCU 2208

DURATION: THREE (03) HOURS

DATE: 13th November 2011 TIME: 9.30 am ~ 12.30 pm

Instructions:
« Answer qny five (05) questions only.
» Each question carries 20 marks.
« Non programmable Calculators are allowed fo use,

(1)  Explain the functions of financial markets and its impdrtance to improve

living standard of the people in a country. . (Marks 20)
) L Explain the main steps that a company has to follow before a
public issue of share is made. (Marks 12)
i Explain the major roles of stack broker firms. (Marks08)
(3) i Briefly describe major money and capital market instruments.
(Marks12)
i, Describe the process of selling treasury bills by the Government. ,
(Marks 08) Coe
(4) i Explain factors that affect share prices. (Marks 06) '
ii. Explain how the price of an equity share is determined? (Marks 06)

iii Bank Sri Lanka Limited (BSL) is expected to pay dividends of Rs. 2.50,
Rs 3.00, and Rs 4.00 in the next three years respectively. After three
years, dividend is expected to grow at a constant rate of 4% per year
indefinitely. Stockholders’ required rate of return is 14%. Compute the
value of BSL's equity share. (Marks 08)

(5) i) ABC Company Limited issued a new series of debentures on ™
January 2008. The debentures were sold at par value which is Rs.
1000/=, have 12% coupon and mature in 10 years, on December 31"
2017. Interests are made semiannually.

a)  What was the Yield-to- Maturity (YTM) of company’s debenture
on 01.01.20087

(Marks 03)



b) What is the price df_ a debenture on 01.01.2013 (five years later)

assuming that the required rate of return is 10%?7 .
(Marks 06)

¢)  Find the current yield (CY) of a debenture on 01.01.2013, given
the price determined in above (b). (Marks 03)

ii) Explain the different types of risks associated with corporate debentures.
' (Marks 08)

(6) i) Describe the major differences between operating lease and financial

lease.

(Marks 08)

ii)} Explain the factors that should be considered by a business firm when
making leasing decisions. ‘ (Marks 12)
@) Wrile short notes on the following:
i) Risk Diversification
ii) Zero-Coupen bond
1i1) Financial Intermediation
iv) Credit rating
(Marks 20)

- -Copyrights reserved-
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