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11. Which one of the following is a positively sloped linear function that is created when
expected returns are graphed against security betas? |
A. reward-to-risk matrix
B. portfolio weight graph

C. normal distribution -
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D. security market line
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12. The net present value of a plo;cc}i
h ﬂows

A. present value of the future ca
B. present value of the future cash flows minus the initial cost.
C. future value of the future cash flows minus the initial cost.
D. sum of'the project's anticipated cash inflows.
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13. The dividend growth model: | — | 1 |
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A. isonly as reliable as the c%u’malcd iaw: Ft growth.

B. can only be used if hlstouctal d1v1delg§i Plfonmatlon is available.
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C. applies only when a firm is currently paying dividends.

D

uscs beta to measure the systematic risk of a firm.

14. An interest rate that is compounded monthly, but is expressed as if the rate were

compounded annually, is called the | rate.
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A. stated interest | I \ \ ]
.

B. compound interest — | \ \

C. effective annual | ] Jf ' \\k,
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D. periodic interest

15. Proposed projects should be accepted when those projects:
A. create value for the owners of the firm.

have a positive rate of return. .
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C. return the initial cash outla wi;l}i N rth'ell fe of the project.
D

have required cash inflows- ﬂ}qILC céed’ the actual cash inflows.
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