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Thursday 6 June: 9 a.m.

Time: 1½ hours in total (to complete two question booklets, 
one on each topic studied in Semester 1)

Topic 6: Share Investments

Examination material: two question booklets
one SACE registration number label

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 

Topic 4: Matrices 

Topic 5: Optimisation 

Topic 6: Share Investments 

Topic 7: Statistics and Working with Data. 

3. The total mark for each topic is 35.

4. Answer all parts of Questions 1 to 4 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 7 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 your SACE registration number label to the box at the top of this page on one of your question booklets. 
Copy the information from your SACE registration number label into the box on the front cover of your other 
question booklet.

13. At the end of the examination, place one question booklet inside the back cover of the other question booklet.

Pages: 10
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QUESTION 1

Refer to the following extract from an Australian share table, published on Saturday 
19 January 2013, when answering this question:

Code Close Move Buy Sell Open High Low Volume

O 11.705 –0.025 11.70 11.71 11.70 11.75 11.66 1 131 387

G 35.480 –0.100 35.47 35.49 35.82 35.89 35.42 577 974

B 25.870 +0.160 25.86 25.88 25.75 25.94 25.75 2 285 075

C 26.445 +0.085 26.44 26.45 26.39 26.58 26.38 1 288 820

(a) State the minimum price that an investor would have had to offer to guarantee a 
purchase of Company B shares on Friday 18 January 2013.

(1 mark)

(b) What was the closing price of Company B shares on Thursday 17 January 2013?

(1 mark)

(c) On Friday 18 January 2013 Company G had the lowest liquidity of the companies listed 
in the share table above.

(i) State which column in the share table relates to the liquidity of a company.

(1 mark)

(ii) How might high liquidity influence an investor in deciding to invest in a particular 
company?

(1 mark) 
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(iii) State one concern for an investor intending to base a decision entirely on the 
liquidity of a company.

(1 mark)

(d) Assuming that the price-earnings (PE) ratio was available for Company O and 
Company C, tick the appropriate box to indicate which one of the following statements 
is true.

It would be reasonable to compare their PE ratios if both companies 
were public companies.

It would be reasonable to compare their PE ratios if both companies 
were in the same sector.

It would be reasonable to compare their PE ratios if both were 
blue-chip companies.

It is never reasonable to compare the PE ratios of two companies. 

(1 mark)
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QUESTION 2

Company N has a share capital made up of 2 500 000 $2 6% preference shares and 
9 400 000 ordinary shares. In the previous year Company N made a profit of $5 400 000. 
The directors decided that 28% of the profit would be used to expand the company and the 
rest would be paid to shareholders. 

(a) Show that the amount of profit available for distribution to Company N shareholders 
was $3 888 000.

(1 mark)

(b) (i) Show that the dividend per share was 12 cents for preference shareholders. 

(1 mark)

(ii) Show that the dividend per share was 38 cents for ordinary shareholders. 

(3 marks)
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(c) (i) Annabelle, a shareholder in Company N, had 1500 preference shares and 
5000 ordinary shares. 

What total dividend payment did she receive?

(2 marks)

(ii) Calculate the after-tax return received by Annabelle if her marginal tax rate was 
19% and the dividends were unfranked.

(2 marks)

(d) Company N decided to reward its ordinary shareholders with a 2:5 rights issue.

(i) Calculate the number of shares Annabelle was entitled to buy from the rights issue.

(1 mark)

(ii) Calculate the new dividend payment for Annabelle’s ordinary shares after the rights 
issue. Assume that the dividend per share remained 38 cents and ignore any tax 
implications.

(2 marks)
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(e) (i) In the next dividend period a profit of $275 000 is available for distribution to 
Company N shareholders.

Show that there will be a 1 cent reduction in the dividend per share for preference 
shareholders.

(1 mark)

(ii) State one implication of this distribution for the ordinary shareholders in 
Company N.

(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 4(a) continued’).
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QUESTION 3

Bill bought 950 Company AX shares at the market price of $13.10 per share. A flat fee of 
$120 (excluding GST) was charged for brokerage. 

Company AX paid a dividend of 15.5 cents per share.

(a) Calculate the approximate yield.

(1 mark)

(b)  Show that Bill needed exactly $12 577 to buy his parcel of shares.

(2 marks)

(c) Show that the exact yield was 1.17%.

(2 marks)

(d) State why there was a difference between the exact yield and the approximate yield.

(1 mark)
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(e) Calculate the break-even price for Bill’s Company AX shares. 

(3 marks)
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QUESTION 4

The following table shows the value of an investor’s share portfolio during 2012. It also 
shows the equivalent values of the all ordinaries index (AOI) for the year: 

1 January 30 June 31 December 

value of share portfolio ($) 31 050 32 800 34 465

AOI (points) 4 220 4 755

(a) In which half of the year did the share portfolio have a greater percentage increase?

Support your choice mathematically.

(3 marks)

(b) (i) Calculate the percentage change of the AOI during 2012.

(1 mark)

(ii) In 2012 the consumer price index (CPI) increased by 3.2% and the value of the 
investor’s share portfolio increased by 11%. 

Discuss the performance of the investor’s share portfolio in comparison with the AOI 
and the CPI.

(2 marks)
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