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FINANCIAL AKALYSIS T
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{(Freblens § ond £ ave worsk 6 points cach and problems 2 and 3 are worth £ poinis

I
1. XYZ Com. nzs et inecine of $90 000 in 1996. Here are some of the financiz
rangs from e sunual report.
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Using these ratios, caleulate the following for XYZ Corp.:
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2. Youare gelied i1 2s 2 Financial Analyst {0 eppraise the bonds of the Nefertiti
Comporation. The £1000 par value bonds have = quoted annusl interest rate of
14%, which i¢ paid semisnnually. The vield 1o matriy oo the bonds i= 12%
annuz! igterest. There are 15 years remeining to maturitv. Calealste the cument
price of the bord based on semiannual anzlysis, )

Proeniy Mazrketine ; = in divi ;

f‘ﬁm:} },_,gri gting is expeme.ai t pay §2.40 per share in dividends at the end of

e e 1;: moztas. 'i.‘hz: ZOWLR rate m dividends is expecied 1o be constant ai 9%
- petyew. I the stock is selling for $51.30 per share, what is the reguired szie of
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4. e Zf.mzc refinery Compeany is trving tn determine its weighicd sverage cost of
czpstal for use 1o making & number of investment decisions. The am’s $1060 par
o “ : \ 2 E

| Ve bqr_xd:, Were 15506l 6 years ago end heve 14 years lefl unii] maturity, They
camed a6 8% coupon rate, and are currently seiling for §962.50.
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The firm s nrefemres sinck carmies 8 54 60 cividend and is corrently selling 8t $42.50
per share, Zuma's invertiment hanker hac staied that isse costs for new preferred
ok will be 80,50 per share,

The firm hes sigrifieant retzined earnings, bui will elsa pred pew common stock 10
fance the projecic it is nows considering, Zumnz Refinssy e zon s_’.m;k is &xpec*.c:fj
{c pay 3250 per share dividend nex vear, and is eapected &« inlam an 8% growin
e {0 the fSoresceable furure, The stock is curestiv prcesd o 559 p= share, bul new
ermmon sio2l w1 have {lotation costs of £0.60 per share. '

-

teulete e cosis of the various components of Zuma Refinery’s capital {Deb
Rersinol CLnUngs, NEW COMInon Stock, end peeferred stock). The Srm’s 12 rss
445 (Hin!: for the cost of debt use the epproximzie yiehd formula).

b, Czicuists the weighicd everage cosi of capitel ersuming Zhe fmencial structure

consisis of 2046 of debt, £0% retuined earnings, 20% pew common stock and 10%
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