Exam Review Questions UMD
Sample Test Questions

1.  Differentiate market value, replacement value, liquidation value, book value, and intrinsic value.

2. What are the four basic sources of repayment of a debt?

3. Who are the primary users of financial statements?

4. Why could balance sheet debt be understated?

5. Given the five categories of ratios, match them up with the primary users of financial statement users identified in #3.

6. In the context of asset capitalization and depreciation, explain quality of earnings.

7. In the context of the income recognition principle, explain quality of earnings.

8. If the ROE increases from 10% to 14% in one year, provide an interpretation.

9. Company “A” has a P/E ratio of 10X and company “B” has a P/E ratio of 50X.  Explain.

10. What is the FV of $15,000 compounded weekly at 10% year for 15 years?

11. A house is bought for $400,000, 20% down, 30 year monthly mortgage at 6%.  What is the payment and 4 year payoff?

12. The CFs are $20,000 for 8 years, $30,000 for 15 years and $40,000 for 35 years.  The IR is 10%, what is the PV?

13. A corporate treasurer needs to perpetually bring in $85,000/ year, earning 10%.  The CF needs to be adjusted 3% annually for inflation, how much is needed?

14. Inflation is 3% and the real interest rate is 5%.  What is the nominal rate?

15. How long does it take to triple your money at 10%?

16. You have won a $100,000,000 lottery and can get either $20M/ year for 20 years or $220M up front.  The discount rate is 5%.  Excluding taxes, what is your choice?

17. Using the DCF methodology, how would you value a pizza shop?  What discount rate would you use and why?
