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Time A
22. The expected return on a common stock is composed of:
OA) dividend yield. Assessment: 01:25:36

(O B) capital appreciation.
(O C) both dividend yield and capital appreciation.
(O D) capital appreciation minus the dividend yield.

23. What is the expected dividend to be paid in 3 years if yesterday's dividend was $6.00, dividends are expected to grow at a constant 6% annual rate, and the firm has a 10% expected return?
OA) $6.75
OB) $7.15
OC) $7.80
OD) $9.37

24. Technical analysts are most likely to be successful in a market that is considered:
(O A) semistrong-form efficient.
(O B) not to be strong-form efficient.
(©C) not to be weak-form efficient.
©OD) to follow a random walk.
Problems:

25. Aloan officer states, "Thousands of dollars can be saved by switching to a 15-year mortgage from a 30-year mortgage.” Calculate the difference in payments on a 30-year mortgage at 9% interest versus a 15-year mortgage with 8.5% interest. Both
mortgages are for $100,000 and have monthly payments. What is the difference in total dollars that will be paid to the lender under each loan? (20 pts.)

HTHL Editor

26. Compare the price sensitivity to changes in interest rates for the following bonds: a 5-year and a 10-year bond, each with a 7% coupon. Both bonds currently sel at par. How much will the price of each bond change if interest rates increase to 8%? Why is
there a difference in the price change? (25 pts.)





