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

1. a) Table : Exchange rates on Dec26, 2023 
 

  Bid Ask 
EURUSD -spot 1.0980 1.0990 
    1 month forward 1.1090 1.1111 
    2 months forward 1.0808 1.1090 
USDJPY -spot 122.10 122.25 
    1 months forward 123.10 124.90 
    2 months forward 123.20 124.00 
GBPUSD -spot 1.6723 1.6733 
   1 month forward 1.6890 1.7090 
   2 month forward 1.6756 1.6878 
USDSGD - spot 1.3960 1.3970 
   1 month forward 1.3615 1.3645 
   2 month forward 1.3530 1.3540 

     
  On Dec 26, 2023, Makna Bank invested in US$ loan equivalent of GBP 850,000. The 

US loans yield 9% p.a. At the same time, it purchased a 2 month forward contract to 
hedge the value of its US$ assets. Calculate the profit made in GBP in 2 months time.  

    (10 marks) 
     
     
     
 b) The foreign exchange market provides the physical and institutional structure through 

which three typical functions are accomplish. Explain THREE (3) functions of the 
foreign exchange market.   

   (9 marks) 
     
     
     
 c) Describe the terms spot, forward, and swap transactions in the foreign exchange 

market and give an example of how each could be used.  
    (6 marks) 
   Total: [25 marks] 
     
     
     
2. a) Extract from the recent financial statement of Penchana Automotive is shown 

below.  
  2023 

($’000) 
2022 
($’000) 

Sales   31200 22000 
Cost of Sales  18600 13200 
Gross Profit  12600 9000 
Administration 
expenses 

   2000   1500 

EBIT  10600   7500 
Interest      200       30 
Earning before Tax  10400 7470 
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Statement of Financial Position 
 2023 2022 
 $’000 $’000 $’000 $’000 
Fixed asset  11,500  10,800 
Current Assets:     
Inventory 6000  2600  
Account Receivable 7600  3700  
Cash   240 13,840 1800 8,100 
Total Assets  25,340  18,900 
     
Current Liabilities:     
Account Payable 5740  3200  
Overdraft bank 2000    300  
Total Liabilities  7740  3500 

 

  All sales purchases were on credit. Penchana Automotive Firm has no long-term debt. 
     
     Calculate the operating cycle and the cash conversion cycle for 

i)   Penchana Automotive Firm for the year 2023 and 2022. 
 

(14 marks) 
     
     
     
 b) Explain FOUR (4) types of inventory loans (8 marks) 
     
     
     
 c) List THREE (3) examples of marketable securities. (3 marks) 
  Total: [25 marks] 
     
     
     
3. a) Robert Blanding’s employer offers its workers an optional two-month unpaid vacation 

after 7 years of service to the firm. Robert, who just started working for the firm, plans 
to spend his vacation touring Europe at an estimated cost of $24,000. To finance his 
trip, Robert plans to make an annual deposit of $2,500 into a savings account at the 
end of each of the next seven years (the first deposit will occur one year from today). 
The account pays 8% annual interest. 

  i) Clarify if Robert’s account balance in seven years be enough to 
pay for his trip. 

(5 marks) 

     
  ii) Suppose Robert increase his annual deposit to $2700.Calculate 

his new account balance in seven years.  
(5 marks) 

     
 b) Centuries ago, rich families in the province of Friesland established a fund to 

further welfare and education. From this fund, only the interest revenue was 
allowed to be spent, in order to keep the principal unattached. Assume the fund 
has amounted to $10 million and market interest rate is 8% annually. Calculate 
the perpetuity  endowed to the society. 

    (5 marks) 
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 c) Merlina has just bought a house. She estimates that the roof will have to be 
renewed at a cost of €25,000 after 20 years. To cover these costs, she intends to 
save an equal amount of money at the end of each year, earning 6% annual 
interest rate. How much is such a yearly annuity? 

    (5 marks) 
     
     
     
 d) A company buys a piece of equipment for €2 million on January 1. The expected 

useful life is 6 years and the salvage value is estimated zero. The company 
intends to replace the equipment identically. The average expected price increase 
is 8% yearly. For this purpose, the company creates a special fund with annual 
equal payments at the end of each year during the lifetime. Cost of capital and 
earnings of the fund (i) is 10% per year. Compute the annual payment into the 
fund. 

   (5 mark) 
   Total: [25 marks] 
     
     
     
4. a) Prima Berhad has five potential projects all with an initial cost of RM5,000,000. 

The capital budget for the year will only allow Prima to accept one of the five 
projects. 

The discount rate for project A is 10 percent, B is 5 percent, C is 6 percent , D is 8 
percent and E is 9 percent.Calculate the; 

Project   A   B   C   D   E  

 Year   (RM)   (RM)   (RM)   (RM)   (RM)  

 1   1,000,000   1,500,000   3,000,000   500,000   1,800,000  

 2   1,000,000   1,200,000   2,000,000   500,000   1,800,000  

 3   1,500,000   1,000,000   1,000,000   1,000,000   1,800,000  

 4   1,500,000   1,200,000   1,000,000   3,000,000   1,800,000  

 5   1,500,000   1,500,000   1,000,000   3,000,000   1,800,000  

 

     
  i) Net Present Value   (10 marks) 
     
  ii) Internal Rate of return (IRR)   (10 marks) 
     
  iii) Rank the projects and identify which one should be accepted.      (5 marks) 
   Total: [25 marks] 
     
     
     

- END OF QUESTIONS - 
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Formula 

CCC (in days) = Inventory conversion period + receivable collection period - payable 

deferral period 
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