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NATIONAL OPEN UNIVERSITY OF NIGERIA

14/16 AHMADU BELLO WAY, VICTORIA ISLAND, LAGOS

SCHOOL OF MANAGEMENT SCIENCES

SEPTEMBER/OCTOBER 2015 EXAMINATION
COURSE CODE:
MBF843


CREDIT UNIT: 3

COURSE TITLE:
CAPITAL INVESTMENT AND FINANCIAL DECISION
TIME ALLOWED: 
2 ½ hrs

Instructions:
1. Attempt question Number one (1) and any other three (3).

2. Question number 1 is compulsory and carries 25 marks, while the other questions carry 15 marks each



Present all points in a coherent and orderly manner

QUESTION 1

1a) There are two projects requiring initial capital outlay of N80,000 and N 50,000 respectively. The Expected Cash Inflow from the two projects are as follows: 
	Year
	Project A  N
	Project B  N

	1
	20,000
	10,000

	2
	40,000
	20,000

	3
	30,000
	30,000

	4
	20,000
	20,000


Assuming a 10% cost of capital, calculate the NPV and the profitability index for both projects
20 Marks
1b) List any five factors that should be considered in the determination of the dividend policy of a firm. 5 Marks
QUESTION 2

2a) Discuss the four-stage Investment Process






8 Marks
2b) Identify and distinguish between various classifications of capital projects


7 Marks

QUESTION 3
3a) Explain the following terms in detail.







10 Marks

1. Book Value

2. Replacement Value

3. Liquidation Value

4. Going Concern Value

5. Market Value

3b) What are the possible covariance outcomes?






5 Marks

QUESTION 4

4. What are the major factors to consider in setting investment objectives



  15 Marks

QUESTION 5

5.An appropriate capital structure analysis must take cognizance which factors?        

  15 Marks

QUESTION 6
6a) Concern over the management of financial resources is centered on a number of factors resulting from the dynamism of the economic environment. What are these factors?    



10 Marks
6b) Give three reasons why the valuation of ordinary shares is more difficult than other

5 Marks
Securities
1

