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INSTRUCTIONS TO CANDIDATES:     
 

        

 1. Please read the instructions given in the question paper CAREFULLY. 
2. This question paper consists of FOUR (4) questions. 
3. Answer ALL questions in the question paper. 
4. Answers to the questions are to be written into the examination booklet. 
5. Electronic dictionaries, lecture notes, files or any unauthorised materials except writing 

equipment are strictly prohibited. 
  
This question paper must be submitted along with all used and/or unused rough papers and/ or 

graph papers (if any). Candidates are NOT ALLOWED to take any examination paper(s) used or 

unused out of the examination hall. 

 

WARNING:  

The Examination Board of Peninsula College Georgetown regards cheating as a very serious 

offence and will not hesitate to mete out the appropriate punitive actions according to the severity 

of the offence committed, and in the accordance with the clauses stipulated in the Students' 

Handbook, up to and including expulsion from Peninsula College Georgetown. 

 
(This booklet contains 5 printed pages including this page) 

 

DO NOT OPEN THIS BOOKLET UNTIL YOU ARE ALLOWED TO DO SO 
 

     
For examiner’s use only  
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Answer ALL questions on the separate sheet provided.                                   [100 marks] 

1. a) Describe THREE (3) factors that may affect the share price of a company. (9 marks) 
   
   
   
 b) Discuss ANY TWO (2) motives of holding cash by an organisation.            (4 marks)                                                  
   
   
   
 c) Discuss ANY FOUR (4) benefits of financial intermediation.                         (12 marks)                     
  Total: [25 marks] 
   
   
   
2. a) Elaine is planning ahead for her daughter’s education. Her daughter will start her 

tertiary education in 10 years and assume that the interest rate is 4% compounded 
annually.  
 
Compute how much must Elaine set aside now to have RM80,000 when her daughter 
starts her tertiary education.                                                                         (4 marks)        

   
   
   
 b) Tina has decided to begin savings towards the purchase of a new vending machine 

for her shop. She will deposit RM1,500 at the beginning of each of the next 3 years 
in a savings account paying 8% interest compounded annually. 
 
Compute the amount of money Tina will accumulate at the end of 3 years.    (5 marks)        

   
   
   
 c) Bernard has decided to deposit RM6,000 at the end of each year into a retirement 

account paying 9% interest compounded annually. Compute the amount Bernard will 
have in his account after: 

   
  i) 20 years                                                                                                     (4 marks) 
   
  i) 35 years                                                                                                     (4 marks) 
   
   
   
 d) Differentiate between simple interest and compound interest.                        (4 marks) 
   
   
   
 e) List ANY FOUR (4) different financial applications of the time value of money.  

                                                                                                                      (4 marks) 
                                                                                                            Total: [25 marks] 
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3. a) Define bond and discuss ANY THREE (3) reasons why a firm may refuse to issue 
bonds.                                                                                                              (7 marks) 

   
   
   
 b) Describe ANY FOUR (4) advantages of common stock to investors.              (8 marks) 
   
   
   
 c) Discuss ANY FOUR (4) advantages and ANY ONE (1) disadvantage of leasing to 

lessee.                                                                                                           (10 marks) 
                                                                                                            Total: [25 marks] 
   
   
   
4. a) Rio Bhd. is considering buying a new machine. It had narrowed down its choice to 

either Model SUV1 or Model SUV2. Model SUV1 costs RM100,000 while Model 
SUV2 costs RM150,000. 
 
Details of the two models’ expected cash flows are shown below: 
 

 
Year 

Model SUV1 
RM 

Model SUV2 
RM 

1 25,000 40,000 

2 30,000 50,000 

3 35,000 60,000 

4 45,000 80,000 

 
The company’s estimated cost of capital is 10%.  
 
Required:  
 
Compute the following for Model SUV1 and Model SUV2: 
 
i)   Net present value                                                                                       (8 marks) 
 
ii)  Internal rate of return                                                                                (12 marks) 

   
   
   
 b) Examine which of the two models should be recommended to be purchased based 

on your answer in part (a) above.                                                                      (1 mark) 
   
   
   
 c) Briefly explain ANY TWO (2) differences between net present value and internal rate 

of return.                                                                                                          (4 marks) 
  Total: [25 marks] 
   
   
   

- END OF QUESTIONS - 
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