
MCQs - Financial Management (Paper III) – TYBAF Semester VI 

1) The ________ value of all the incremental future cash flows can be termed as the intrinsic value. 

(i) Book (ii) Market (iii) Present (iv) Liquidation  

2) The ______ value is arrived by discounting the incremental cash flows at an appropriate discount 

rate. 

(i) Book (ii) Market (iii) Present (iv) Liquidation  

3) ___________  value is the average of the market value, book value and the intrinsic value. 

(i) Fair (ii) Salvage (iii) Replacement (iv) Economic  

4) The main objective of a _________ merger is to achieve a big size. 

(i) Horizontal (ii) Vertical (iii) Conglomerate (iv) Concentric 

5) Justifications for M&As do not include: 

(i) to gain economies of scale (ii) to enter new markets (iii) to increase risk (iv) to achieve 

synergy 

6) Earnings-based company valuations do not include the: 

(i) PE method (ii) DCF method (iii) ABC method (iv) ARR method 

7) Vertical mergers are those in which the participants are 

(i) in the same industry (ii) in different industries (iii) in different phases of the value chain (iv) 

none of the above 

8) In _______  takeover the board member are usually the main shareholders. 

(i) friendly (ii) hostile (iii) merger (iv) bidding 

9) In ______   takeover occurs when the target company is happy about the arrangement. 

(i) friendly (ii) hostile (iii) merger (iv) acquisition 

10) In a ______ takeover situation, the target company does not want the bidder to acquire it. 

(i) friendly (ii) hostile (iii) merger (iv) acquisition 

11) A way to analyze whether debt or lease financing would be preferable is to: 

(i) compare the net present values under each alternative, using the cost of capital as the discount 

rate. (ii) compare the net present values under each alternative, using the after-tax cost of 

borrowing as the discount rate. (iii) compare the payback periods for each alternative. (iv) 

compare the effective interest costs involved for each alternative. 

12) Medium-term notes (MTNs) have maturities that range up to 

(i) one year (but no more) (ii) two years (but no more) (iii) ten years (but no more) (iv) thirty 

years (or more) 

13) When does the asset legally belong to the purchaser under a hire purchase agreement? 

(i) Purchaser agrees to legal option to buy the asset (ii) On date of first instalment in repayment 

(iii) Final instalment is paid (iv) Final instalment is paid and purchaser agrees to a legal option to 

buy the asset 

14) Which of the following does not give a difference between a hire purchase and a normal 

purchase? 

(i) Total cost of asset (ii) Timing of payment for asset (iii) Quality of asset purchased (iv) Legal 

ownership of asset 

15) Installment is equal to _____ 

(i) Principal + Interest (ii) Principal — Interest (iii) Cash Price + Interest (iv) Cash Price — 

Down Payment  


