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Approved dictionaries, notes, calculators, and computer software may be used.

Instructions to Students

1. You will have 10 minutes to read the question booklets. You must not write in your question booklets or use a
calculator during this reading time but you may make notes on the scribbling paper provided.

2. Each of the following five topics is printed in a separate question booklet. Tick the boxes by the two topics you
have studied in Semester 1:

Topic 2: Investment and Loans D

Topic 4: Matrices D

Topic 5: Optimisation D

Topic 6: Share Investments D

Topic 7: Statistics and Working with Data. D

3. The total mark for each topic is 35.

4. Answer all parts of Questions 1 to 3 in the spaces provided in this question booklet. There is no need to fill all the
space provided.

5. Show all working in this booklet. (You are strongly advised not to use scribbling paper. Work that you consider
incorrect should be crossed out with a single line.)

6.  Write on page 5 if you need more space. Make sure to label each answer carefully.

7. Use only black or blue pens for all work other than graphs and diagrams, for which you may use a sharp dark
pencil.

8. Appropriate steps of logic and correct answers are required.

9. Marks may be deducted if you do not clearly show all steps in the solution of problems, if your answers have an
inappropriate number of decimal places, or if you use incorrect units.

10. Diagrams, where given, are not necessarily drawn to scale.

11.  Complete the box on the top right-hand side of this page with information about the electronic technology you are
using in this examination.

12.  Attach one of your SACE registration number labels to the box at the top of this page.

13. Atthe end of the examination, place one question booklet inside the back cover of the other question booklet.
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QUESTION 1

28 January 2010:

James considered the following information from a share table that was published on

Vol Year Sales
Stock Close Move Buy Sell 100' Yield
(100s)  High Low
Company W 26.97 -0.33 26.95 2712 214659  27.25 26.97 3.50
Company E 16.66 -0.29 16.65 16.95 8373 16.94 16.66
Company T 2.79 +0.01

2.79 2.80 11496 2.90 2.75 1.75

Company E shares.

traded.

vw.theallpapers.com

(a) Discuss two reasons why James would choose to buy Company T shares rather than

(2 marks)

(b) (i) With reference to the table above, state how many Company W shares were

(1 mark)

(i) Suggest one reason why the liquidity of Company W shares was so high.

(1 mark)



(iii) Calculate how much it cost James to buy 350 Company W shares at the closing
price of $26.97 on 27 January 2010. Assume 2% brokerage and 10% GST.

(2 marks)

(iv) Calculate the accurate break-even price for the Company W shares that James
bought.

(3 marks)

(v) With reference to the share table on page 2, discuss whether or not James made
a good investment decision when he bought these Company W shares.

(2 marks)
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(c) On 7 October 2010, when the share price was $30.07, James sold his Company W
shares.

Calculate James’s after-tax return, given that his marginal tax rate was 37%. Assume
2% brokerage and 10% GST.

(5 marks)

(d) (i) James considered waiting to sell his shares until after 28 January 2011.

How would delaying the sale of these Company W shares have affected James’s
after-tax return?

(1 mark)

(i) State one assumption made by James when he considered delaying the sale of his
Company W shares.

(1 mark)
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You may write on this page if you need more space to finish your answers to Topic 6.
Make sure to label each answer carefully (e.g. ‘Question 3(b)(ii) continued’).
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QUESTION 2

Company X has a share capital made up of 5000000 ordinary shares and
6000000 $0.50 7.5% preference shares.

The company has announced an annual profit of $2300000. The company intends to keep
$700000 for expansion and to distribute the remaining profit to the shareholders.

(a) Show, with calculations, that the ordinary shareholders would receive $0.275 per share.

(4 marks)
(b) Emma owns 3000 ordinary shares in Company X.
Calculate the annual dividend she will receive for her ordinary shares.
(1 mark)
(c) Emma bought the 3000 ordinary shares last year at a total cost of $37500.
(i) Calculate the yield for Emma’s ordinary shares.
(1 mark)
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(i) Explain what impact an increased profit would have on shareholders’ dividends.

(2 marks)
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QUESTION 3

Ali received an inheritance, which he invested in shares in March 2008. He sold the shares
in March 2010.

(@) (i) Complete the following table, which shows information about Ali’'s share portfolio.

Company No. of Share Price Share Value Share Price Share Value
Shares March 2008 March 2008 March 2010 March 2010
JF 350 $9.00 $13.26
APZ 800 $1.50 $0.62
Total: Total:
(2 marks)

(ii) Calculate the percentage change in Ali's share portfolio from March 2008 to
March 2010.

(1 mark)

(b) (i) Refer to the following table, which shows the consumer price index (CPI) for
March, over 4 years:

March 2007 March 2008 March 2009 March 2010

155.6 162.2 166.2 171.0

Using the information above, calculate the percentage change in the CPI from
March 2008 to March 2010.

(1 mark)
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(i) The all ordinaries index decreased by almost 15% from March 2008 to
March 2010.

Discuss the performance of Ali’s share portfolio in comparison with the CPI and the
all ordinaries index from March 2008 to March 2010.

(2 marks)

(c) In 2009 Ali received a $0.29 dividend for his JF shares. His dividend was unfranked.
Calculate Ali’'s after-tax return if his marginal tax rate was 15%.

(3 marks)
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