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Table 4 - Present Value of an Annuity (31 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 0.917 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 2.855

5 4.452 4.329 4.212 4.100 3.993 3.890 3.791 3.696 3.605 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 5.635 5.335 5.146 4.968 4.799 4.639 4.487

9 7.435 7.108 6.802 6.515 6.247 5.995 5.759 5.5637 5.328 5.132 4.946 4772
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 8.424 6.122 5.842 5.583
14 10.563 9.899 0.295 8.745 8.244 7.786 7.367 6.982 6.628 6.302 6.002 5724
15 11.118 10.380 9.712 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 6.729 6.373 6.047
18 12.659 11.690 10.828 10.089 9.372 8.756 8.201 7.702 7.250 6.840 6.467 6.128
19 13.134 12.085 11.158 10.336 0.604 8.950 8.365 7.839 7.366 6.938 6.550 6.198
20 13.580 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 7.170 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 12.650 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 9.823 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 10.938 10.027 9.237 8.548 7.943 7.400 5.036 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 16.084 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 13.765 12.409 11.258 10.274 9.427 8.694 8.055 7.496 7.003 6.566
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e Answer any five (05) Questions.
e All Questions Carry Equal Marks.
e Non programmable calculators are allowed.

1. 1.

ii.

ii.

iii.

ii.

iii.

An investor has three bonds (P,Q and R) in his portfolio with a face value of
Rs.1, 000 /= and annual coupon rate of 12%. Bond “P” which is rated as
“AA” matures in 12 years. Bond “Q” which is rated as “B” matures in 05
years and Bond “R” which is rated as “A” matures in 07 years.

a. What will be the value of each bond, if the investors required rate of
return is 8%7?

b. What will be the value of each bond, if the investors required rate of
return is increased to 10%?

c. If the investor wants to minimize the Risk, which Bond should he

- purchase? Justify your answerer.

Explain different types of risks involved in corporate bonds.

What role does the Central Depositary System (CDS) play in Colombo Stock
Exchange? Explain with examples.

The dividend on MAX Company’s common stock will be Rs.3/= in the yearl,
Rs. 5.00 in the year 2, and Rs. 7.00 in the year 3. The stock can be sold for
Rs.100/= at the end of the 3™ year. If you require a 12% return on your
investment, how much would you be willing to pay for a share of this stock
today?

Describe the main functions of commercial banks.

Explain the concept of Unit Trust.

Mclver’s Meals, Inc. paid a Rs. 2 annual dividend. Investors believe that
dividends will grow at 20% next year, 12% annually for the two years after
that, and 6% annually thereafter. If the required return is 10%, what is the

current market price of the stock?

Explain the transactions process of the stock exchange.

56



6.

7.

i. Describe the role of stock brokers.

ii. What are the requirements that should be fulfilled when entering into an
insurance contract?

iii. Using the Constant-Growth dividend valuation model, explain the relationship
between the price of a share and the factors that determine the price.

i. International Mills Corporation has issued new bond at Rs.1000/= with a coupon

rate of 10%. Bond will mature in six years and the interest is paid semi annually. If
the bond price is Rs.1,200/= .

a.  Calculate approximate yield-to-maturity?
b.  Calculate the Current Yield

ii. Distinguiéh between Commercial Papers and Certificate of Deposit. ‘

iii. “Risk of a security can be measured by standard deviation of the expected
returns of the security” do you agree? Explain.

Explain how the financial system contributes to the economic growth of a country?

Write Short notes on the followings:

i.  Portfolio theory
ii.  Stock market indices
iii. Treasury Bills

iv.  Prospectus

-All vights Reserved-
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Table 4 - Present Value of an Annuity (31 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 0.917 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 2.855

5 4.452 4.329 4.212 4.100 3.993 3.890 3.791 3.696 3.605 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 5.5635 5.335 5.146 4.968 4.799 4.639 4.487

9 7.435 7.108 6.802 6.515 6.247 5.995 5.759 5.637 5.328 5.132 4.946 4772
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 5453 51234
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 9.205 8.745 8.244 7.786 7.367 6.982 6.628 6.302 6.002 5.724
16 11.118 10.380 9.712 9.108 8.659 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 6.729 6.373 6.047
18 12.659 11.690 10.828 10.059 9.372 8.756 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 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 7.170 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 9.823 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 10.935 10.027 9.237 8.548 7.943 7.409 6.935 6.514
28 16.663 14.898 13.406 12.137 11.061 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 13.765 12.409 11.258 10.274 9.427 8.694 8.055 7.496 7.003 6.566
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Table 4 - Present Value of an Annuity ($1 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 0.917 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 3.605 3.517 3.433 3.352.
6 5.242 5.076 4917 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 4.639 4.487
9 7.435 7.108 6.802 6.515 6.247 5.995 5.759 5.5637 5.328 5.132 4.946 4772
10 8.111 7.722 7.360 7.024 6.710 6.418 6.145 5.889 5.650 5.426 5216 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 8.394 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 6.729 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 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 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 7.170 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 9.823 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 10.935 10.027 9.237 8.548 7.943 7.400 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 £.983 6.551

30 17.292 15.372 13.765 12.409 11.258 10.274 9.427 8.694 8.055 7.496 7.003 6.566



