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Answer ALL questions on the separate sheet provided.                                   [100 marks] 

1. a) Explain the difference between investment decisions and financial decisions in 
financial management with an example.                                                         (4 marks) 

   
   
   
 b) Describe the primary function of each type of financial institution and ONE (1) 

example to be provided for each type of financial intermediary.  
   
  i) Commercial bank                                                                                         (3 marks) 
   
  ii) Credit union                                                                                                 (3 marks) 
   
  iii) Pension funds                                                                                            (3 marks) 
   
  iv) Life insurance companies                                                                          (3 marks) 
   
  v) Mutual funds                                                                                               (3 marks) 
   
   
   
 c) State THREE (3) roles of the central bank of Malaysia.                                 (6 marks) 
  Total: [25 marks] 
   
   
   
2. a) The table shows a list of possible outcomes with probability for U.K. Energy.  

 

Economy Probability Rate of return 

Strong 0.30 80% 

Normal 0.40 10% 

Weak 0.30 -60% 
 

   
  i) Calculate the expected rate of return for U.K. Energy.                                (3 marks) 
   
  ii) Calculate the standard deviation for U.K. Energy.                                      (4 marks) 
   
   
   
 b) Using example, differentiate between market risk and specific risk.              (6 marks) 
   
   
   
 c) Peninsula Bhd is considering several investments. The rate on Treasury bills is 

currently 6.75%, and the expected return for the market is 12%. What should be the 
required rates of return for each investment? 
 

Security Beta 

A 1.50 

B 0.82 

C 0.60 

D 1.15 

(12 marks) 
  Total: [25 marks] 
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3. a) Define “simple interest” and “compound interest”.                                          (4 marks) 
   
   
   
 b) Calculate the future value of RM5,000, given that it will be held in the bank for 6 

years and earn an annual interest rate of 8% compounded.                     (3 marks) 
   
   
   
 c) Ben has deposited RM3,500 in a bank account that pays 4% per year, and 

compounded annually. How much will he have at the end of 4 years?    (3 marks) 
   
   
   
 d) Ben has deposited RM3,500 in a bank account that pays 4% per year, and 

compounded quarterly. How much will he have at the end of 4 years?        (4 marks) 
   
   
   
 e) Ben has deposited RM3,500 in a bank account that pays 4% per year, and 

compounded monthly. How much will he have at the end of 4 years?         (4 marks) 
   
   
   
 f) You receive RM25,000 a year for 40 years from your family inheritance. At a 10 

percent required return, what is the present value of this payoff? (Ordinary annuity) 
(3 marks) 

   
   
   
 g) Halim has invested RM200,000 in an account earning 6% interest. He wants to know 

how much he can withdraw in equal amounts each year if the balance in the account 
will be zero at the end of the year fifteen year. (Ordinary annuity)                (4 marks) 

 Total: [25 marks] 
   
   
   
4. a) The financial statements of Great Manufacturing Sdn Bhd in respect of the year 2015 

and 2016 are given below. The corporate tax rate is assumed to be 40%. 

Income Statement for the year ended 31 December  
 2016 2015 
 RM million RM million 
Sales (Revenue) 2,522 3,278 
Cost of goods sold 1,378 1,791 
Depreciation 276 359 

Earnings before interest & taxes 868 1,128 
   
Interest paid 151 183 

Taxable income 717 945 
   
Taxes (40%) 287 378 

Net Income 430 567 
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Balance Sheets as at 31 December  

 2016 2015 
 RM million RM million 
ASSETS   
   
Current Assets   
Cash 74 88 
Accounts receivable 156 179 
Inventory 383 420 

Total 613 687 
   
Fixed Assets   
Net plant and equipment 2,852 3,071 

Total Assets 3,465 3,758 

   
LIABILITIES AND OWNERS’ EQUITY   
   
Current Liabilities   
Accounts payable 312 343 
Notes payable 231 256 

Total 543 599 
   
Long term debt 523 468 
   
Owners’ equity   
Ordinary share 500 550 
Retained earning 1,899 2,141 

Total 2,399 2,691 
   

Total Liabilities and Owners’ Equity 3,465 3,758 

 
*Assume 365-day a year. 
 

 a) Compute the following financial ratios for the years ended 31 December 2015 and 
2016. 

   
  i) Quick ratio                                                                                                    (4 marks) 
   
  ii) Inventory turnover days                                                                              (4 marks) 
   
  iii) Days payable outstanding                                                                          (4 marks) 
   
  iv) Gross profit margin                                                                                    (4 marks) 
   
  v) Return on total assets                                                                                 (4 marks) 
   
   
   
 b) State FIVE (5) limitations of ratio analysis.                                                     (5 marks) 
  Total: [25 marks] 
   
   
   

- END OF QUESTIONS - 
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List of Formula 

𝐹𝑉 = 𝑃𝑉(1 + 𝑖)𝑛 

PV = 
𝐹𝑉

(1+𝑖)𝑛
 

𝐹𝑉 = 𝑃𝑀𝑇 [
(1 + 𝑖)𝑛 − 1

𝑖
] 

𝑃𝑉 = 𝑃𝑀𝑇 [
1 −

1
(1 + 𝑖)𝑛

𝑖
] 

Current ratio = 
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Quick ratio = 
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠 −𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑖𝑒𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Inventory turnover ratio = 
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑔𝑜𝑜𝑑𝑠 𝑠𝑜𝑙𝑑

𝐸𝑛𝑑𝑖𝑛𝑔 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦
 

Inventory turnover days = 
𝐸𝑛𝑑𝑖𝑛𝑔 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

𝐶𝑜𝑠𝑡 𝑜𝑓 𝑔𝑜𝑜𝑑𝑠 𝑠𝑜𝑙𝑑
× 365 𝑑𝑎𝑦𝑠 

Days sales outstanding = 
𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠

𝐴𝑛𝑛𝑢𝑎𝑙 𝑠𝑎𝑙𝑒𝑠
× 365 𝑑𝑎𝑦𝑠 

Days payable outstanding = 
𝑇𝑟𝑎𝑑𝑒 𝑃𝑎𝑦𝑎𝑏𝑙𝑒𝑠

𝐶𝑜𝑠𝑡 𝑜𝑓 𝑔𝑜𝑜𝑑𝑠 𝑠𝑜𝑙𝑑
× 365 𝑑𝑎𝑦𝑠 

Debt ratio = 
𝑇𝑜𝑡𝑎𝑙 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠
 

Gross profit margin = 
𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
× 100% 

Net profit margin = 
𝑃𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
× 100% 

Return on equity = 
𝑃𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑇𝑜𝑡𝑎𝑙 𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠′𝑒𝑞𝑢𝑖𝑡𝑦
 

Return on assets = 
𝑃𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑇𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠
 

Earnings per share =  
𝑃𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑜𝑟𝑑𝑖𝑛𝑎𝑟𝑦 𝑠ℎ𝑎𝑟𝑒𝑠 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔
 

Price / earnings ratio = 
𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒
 

 

 


