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IleMOHCTpaHHOHHLIﬁ BAPHAHT U METOAUYECCKHE PEKOMEHAAIIUH
110 HAIIPpABJCHUIO «DuHaHCBHI U Kpeaun»

Ipopnin:

«@uHAHCOBBIE PHIHKHM H (PUHAHCOBBIE HHCTUTYTHI» KOJ - 180
«CTtparerndeckoe ynpasjenue puHancaMu pupmbl/

The Strategic Corporate Finance» KO/ - 181

Bpems BoinosiHenus 3aganus — 180 mum.

OnumnuagHoe 3agaHue Mo HampaBiieHUI0 «DPUHAHCHI U KPEAUT» JUid Npoduiien
«Ctparernueckoe yrpanieHue puHancamu pupmel», «ODUHAHCOBBIC PHIHKHU U (PHAHCOBBIE
WHCTUTYTBI» BKJIIOYAaeT OOy YacTh IS BCeX NpOoUieH MO0 NaHHOMY HANpaBICHHIO
MOJTOTOBKU U CHEIHMANBbHBIC 3aJaHUs JJIs1 KaXKA0r0 MpOoduIs.

HToroBoe MakcumanbHOe KonudecTBo 06amioB (100 6amioB) pacrpenenieHbl MEXIy
obmelt yactpio (50 6amtoB) u crienuanbHO yacThio (50 6amnoB). OOmas 4acTh COMEPIKUT
3aJjaHusl 10 MHUKPOIKOHOMUKE M MaKpOIKOHOMHUKE: | 3ajaya 1Mo MakpodKoHOMHKe (25
O6ayutoB) M 1 3amavya mo MHKpo3KOHOMHKE (25 OammoB). Tekcr 3amanuii oOmied 4yacTu
MOJrOTOBJICHBI HAa QaHTJTIMHCKOM SI3BIKE.

Pemenue 3anay o61miet yacT y4acTHUKH 1O npoduiito «PUHAHCOBbIE PHIHKH U
(pMHAHCOBBIE HHCTUTYThD) MOTYT MPEACTABUTH HA AHTJIMIICKOM UM PYCCKOM SI3BIKAX.

Pemenne 3amau oOmeidt wactu ydactHuku 1o mnpodmrmo «CrpaTtermyeckoe
ynpasJjienne GpuHaHcaMu GUPMbD JODKHBI IPECTABUTh HA AaHTIIUHCKOM SI3BIKE.

CrnenunajibHble 3aJaHUS AJI51 KAXKI0T0 MPOoQUIIs COAePkKAT:
«@®uHaHCOBbIE PHIHKM U (pUHAHCOBBIE MHCTHUTYTHI» - 3 TECTOBBIX 3a/IaHUsI U 2 3a]1a4H.
«CtpaTreruyeckoe ynpaJjenne puHancamu GupmbD) - 2 3a1a4u 110 25 0aioB Kaxaas.

Pemenue 3amay crienuanbHONW YacTH YYaCTHUKH 1O mpoduinro «DuHAHCOBbIE
PbHIHKU M (UHAHCOBbIe HHCTUTYThD» MOTYT IMPEACTABUTh HA aHIVIMKCKOM WM PYCCKOM
A3BIKAX.

Pemenue 3aiay criennaibHON YacTHU y4acTHUKHU 1o npodunio «CTpaTernyeckoe
ynpasJjieHne GpuHaHcaMu GUPMBD> JOJDKHBI IIPEJCTABUTH HA AHTJIMHCKOM SI3BIKE.

VYyactHuku Onumnuaabl M0 HanpabiieHUI0 «DUHAHCBI U KPEAWUT) BBINOJIHSIOT
OOIIyI0 4YacTh OJMMIIMAAHOTO 33JaHUS U OAHO U3 CIHEIMAJIbHBIX 3aJaHUi MO CBOEMY
BBIOODY.

A common part

PART 1 Microeconomics, Macroeconomics
Solve the problems given below

Problem 1 (25 points)

Robinson Crusoe lives on the island and catches 2 centners of raw fish during a month. Robinson
does not eat raw fish, but he cooks fish steaks out of it. The dependence of the number of steaks

produced on fish has the form x(y) =\/§, where yis the weight of fish in centners, x - the

weight of steaks in centners.

Question 1-1. (6 points) Analytically describe the production capabilities of Robinson, draw a
production possibility curve of Robinson in the coordinates of “steaks” - “raw fish™, and show

the equilibrium point of Robinson on the curve.
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Question 1-2. (14 points) Robinson met one of the local people, whose preferences are described

by the following utility function: U, = X?Y,, where X, is the number of steaks that the local

person will eat, and Y, - the number of raw fish that the local person will eat. A local person

catches 3 centners of raw fish during a month, and does not know how to cook steaks. Robinson
suggested that he and the local person organize trade. We assume that both agents act as perfect
competitors.

Question 1-2-a. (6 points) Find the Robinson demand function for raw fish obtained from the
local person.

Question 1-2-b. (4 points) Find the local person supply function of raw fish.

Question 1-2-c. (4 points) Find the equilibrium value of the price of raw fish, expressed in the
number of steaks, and determine the price elasticity of supply at the equilibrium.

Question 1-3. (5 points) Is it true that the exchange has brought benefits to each of the agents?
Justify your answer.

Problem 2 (25 points)

We consider a closed economy. The price level in the short term is stable and equal to 1, there
are no inflation expectations. The consumption function for this economy is C = 150 + 0.8 (Y-T),
where Y is the income, T means lump sum taxes. There are no other taxes and transfers in
economy. Investment function is given as | = 30 - 20r, where r is the interest rate, which is
measured in percentages. The public budget is balanced and government spending on goods and
services is fixed at G = 100. The sensitivity of the money demand to changes in income and
interest rates are 2 and 50, respectively. The nominal money supply is 1000.

Question 2-1. (5 points) What are the equilibrium levels of the interest rate r, income Y,
consumption C and investment 1?

Question 2-2. (8 points) Suppose that government reduces the government spending by 20. Find
new equilibrium values for income and interest rate. Show the initial and subsequent equilibrium
on the Keynesian cross diagram and diagram IS-LM.

Question 2-3. (6 points) The central bank decides to intervene in order to prevent the economy
from fall of income. By how much must the supply money be changed, if income has to remain
at the initial level? Show the changes of equilibrium on the Keynesian cross diagram and
diagram 1S-LM.

Question 2-4. (6 points) How has the interest rate changed as a result of fiscal and monetary
policies? Why? Explain your answer.
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Special part

BoiOepuTe M BBINOJIHMTE TOJbKO OAUH U3 OJIOKOB 3aJaHMil CHENHAJIbHOW YacTH B
COOTBETCTBHH C BHIOPAHHOW BaMM NPOrpaMMoOil MAarucTepCcKoOi MOArOTOBKH.

PART 2.
«PuHaHCOBbIE PHIHKHA U (PMHAHCOBBIC HHCTUTYTHI»

Multiple choice question 1.

(2 point for each correct answer. The maximum number of points - 6). Investor considers
a wide variety of investment classes (A — Long-term government bonds, B- Long-term
corporate bonds, C — US Inflation, D — Common stocks, E — Small cap stocks, F- US
Treasure bills). There is clear evidence for him of a positive relationship between the variance
in returns and the average returns on investment classes. Help investor to find a match
between the average return and the standard deviation of return and asset class (fill in the
table).

investment classes average annual return (%) standard deviation of
return (%)
A ? 12,4 20
B ? 17,6 36
C ? 55 8
D ? 51 8,2
F ? 3 3,5
E ? 2,1 4,5

A) (2 point) For investment class A — Long-term government bonds correct assessment of
risk and return is

1) a
2) b
3) d
4) c

B) (2 point) For investment class E — Small cap stocks, correct assessment of risk and return is
5) a

6) b
7) e
8) d

C) (2 point) For investment class F- US Treasure bills, correct assessment of risk and return
is

9) a

10) f

Multiple choice question 2.

(The maximum number of points - 6). Financial analyst of independent company
“Invest&Goodwelth” has a task to make fundamental analysis of shares of three companies,
which operate in different industries: consumer sector, retail and financial sector.
Traditionally, two approaches are employed in the analysis. Help him make a correct
choice of analysis algorithm (choose the most correct recommendations) and possible values
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of input parameters. Choose single recommendation in A, B, C, D and E:
A) (1 points) Two approaches applied in fundamental analysis are:

1) Income and cost;

2) Cash flow and comparative.

B) (1 points) Key elements of income approach are:

3) Forecast of cash flows and estimation of their risk (probability of receiving specified
flows);

4) Technical Analysis with calculation volume of trade, balance liquidity and financial sta-
bility ratios based on the company’s financial statement.

C) (1 points) It is recommended to choose beta coefficient for shares of a consumer sector
company from the range:
5) From 0,510 0,9;

6) From 1,41 to 2.
D) (2 points) If a company operates with lower financial leverage than most companies in
the industry, beta coefficient for its shares is adjusted:

7) By increase in base (industrial) value;

8) By decrease in base (industrial) value.
E) (1 points) It is important to construct multiples of proper types. It is recommended to
choose multiples of the following types:

9) “MV/BV”, “EV/EBITDA”;

10) “Market capitalization/Operating profit”, “Market capitalization/Sales”.

Multiple choice question 3.

(The maximum number of points - 8). Investors evaluate investments in real assets. Help
him decide on the classes of investment assets and the choice of methods
A) (1 points) By real assets include

1) starting a business through the purchase of the industrial site, equipment, vehicles

2) purchase shares of the company real (non-financial) sector of the economy
B) (1 points) The payback period of the investment project is:

3) the lifetime of the project

4) the period in which the NPV becomes positive

5) the period of receipt of the net cash flows that compensate originally invested capital
C) (3 points) If the project’s cash flows are estimated at base year prices (prices of the
purchasing power of the year 0), then the discount rate should be chosen:

6) the real interest rate in the market, taking into account the risk

7) the nominal interest rate in the market, taking into account the risk

8) the risk-free rate
D) (3 points) The following data forecast has investor for the year 2015 with the company’s
"A" investment project: the operating profit (EBIT) = $ 890 million. The effective income tax
rate is 24%. Capital expenditures (CapEx) = $ 450 million. Depreciation (Dep., Am) = $ 400
million. Net working capital in the beginning 2015 will be $ 218 million and in the beginning
2016 will be $ 300 million. The forecasting free cash flow of project in 2015 will be:
9) $544,400,000.
10) $ 708.4 million.

Pemmmre 3apaun (HymMepanus 3a1a4 NpoaoJzKaeTcs mocjie o0uei 4acTu).

3anaua 3. (15 6asu1oB).

Wusectop Biioxkmin 600 Teic. py6. Ha 380 mHeit B 6ank «A». C 1 mo 190 nensr Bkimama
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neiictByer craBka 9,5% romoBeix, ¢ 191 mo 380 nmenr — 13% romoBwix. IIporieHTHI
HAYHCJITIOTCS B KOHIIE CPOKa JIEHCTBUS BKJIaJa, HET KalUTaIU3alliy IIPOIIEHTOB, BCE
MPOICHTH HAYMCISIFOTCSI TOJIBKO B KOHIIE CpPOKa JeicTBUs BkIaaa. [lo Bkiaxy B OaHke «A»

y BKJIAJYUKa €CTh BO3MOXXHOCTH JOCPOYHOTO pactopkenus uepe3 190 mueit 6e3 morepu
npouentoB. Crnyctst 190 nHel mociie Havyaiia JeHCTBUS BKJIaJla IPOLIEHTHAs CTaBKa B
SKOHOMUKE 3aMETHO BbIpocia. bank «by» Teneps npemaraer caenarb Bkiaaa Ha 190 qHel mox
12,95% ronoBbIX, 6aHK «A» HOBBIX MPENIOKEHUHN HE JIenall.

PaccuuTaiiTe, CKOJIBKO MOTYYUT MHBECTOP, €CIIU 3a0€peT JEHBI'M U3 0aHKa «A» 10 Mpo-
mectBuu 190 qHei.

Kakoit BapraHT NMPUHECET MHBECTOPY OOJIBIITYIO JOXOJIHOCTh: OCTaBUTh JICHBIM B OaHKE

«A» 10 OKOHYaHHUs MOJIHOro cpoka Bikiaga (380 mHeit) waum 3abpaTh JACHBIW U3 OaHKa

«A» mo npomectBuu 190 nHel 6e3 moTepH MPOLIEHTOB M BIIOKUTH WX B OaHk «b» Ha 190
nHEer? JIIs mpocTOTHI CUUTaTh, YTO BO BTOPOM BapuUaHTE HWHBECTOp 3a0epeT MEeHbIH W3
Oanka «A» poBHo Ha 190 nenb, W cienyrmMi JeHb OyneT NEpPBbIM JHEM JIEHCTBUSA
BKJIaJa B OaHke «by.

Paccuuraiite ronoByto 3¢ (HeKTUBHYIO CTaBKY JOXOJHOCTH MO 0OOUM BapUaHTaM.

3anaua 4. (15 6a10B).

[Toptdenb, cocTaBieHHbIN U3 OOMUTAIMM KOMIIAaHUU «A» U oOiuranuii komnanuu «by, nmeer
mopanto 3 roja. Jlons oOmurammii kommaHuu «A» B moptdene coctaBiasger 73%, ux
mopanus paBHa 1,89 rToma, mo HWM BbOUTauMBaeTcs KymoH 12% B rox. OOmwmranum
komnanuu «b» OeckymoHHbIE, MPU TEKyIIeM Kypce OHH JIEMOHCTPUPYIOT JOXOJIHOCTh K
noramennto 10% romossix. Haiitu cpok o moramenus oonuranuii kKoMnanuu «by.
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Part 2. CORPORATE FINANCE
Problem numbering is continued after Part 1.
Provide all solutions in English!

Problem 3 (25 points)

At the end of your internship at a well-known consulting firm you were asked to give a
professional opinion on a potential investment opportunity at Zion limited liability company. The
project is about producing and selling new keys. Zion management team plans to implement the
project that will be financed with debt and equity. Most of Zion’s shareholders are individual
portfolio investors except the ArchitectFund who owns 20% of equity capital. Zion’s equity is
represented by 500 common shares. Zion company has a well-established relationship with
AgentBank which has long history of providing debt financing. The Zion’s management team
follows a belief that optimal Debt/Equity ratio should be 0,5. Required rate of return on
unlevered Zion’s equity capital is 25%. However, the new investment opportunity is about the
same level of risk as existing Zion’s operations, it was decided to implement the project with a
help of creating a new business entity — Keymaker limited liability company. The Keymaker
company will be created specifically to realize the project. Shareholder structure of the
Keymaker company is supposed to be the same as existing Zion’s shareholder structure.

You are given the following info regarding the project:

Project has 4 years maturity. Sales are expected to be 600 min. cpt. per year for the next four
years. (cpt. stands short for “CriPTa” which is the local currency).

COGS (excluding depreciation expense) will comprise 40% of Sales. Capital expenditures will
reflect acquisition of equipment for 720 min. cpt. Newly acquired machinery will be depreciated
over 4 years of useful life using straight-line approach to its residual book value of 120 min. cpt.
Net working capital management guidelines require current assets to be at 20% of expected Sales
in a corresponding year. Current liabilities are planned to be at 15% of expected COGS in a
corresponding year. Corporate income tax rate is 20%. The Keymaker company will be financed
with same capital structure as Zion company.

AgentBank as well as other potential debtholders agrees that a fair rate of return on Zion’s debt
is 10%. The risk free rate is 5%. Suppose there are perfect capital markets. The only
imperfection is corporate income tax.

Question 3-1. (15 points) Is the described above investment opportunity efficient? Formulate
your professional opinion using WACC approach (Weighted Average Cost of Capital). Calculate
NPV of the project and advise whether the project should be implemented.

Question 3-2. (5 points) Suppose the NPV of the project happened to be positive and Zion’s
management team decided to implement it. After one year of operations the ArchitechFund
which is only strategic Keymaker’s investor, offers capital restructuring plan. The plan proposes
to decrease the Debt/Equity ratio from existing level of 0,5 to a new lower level. Additional
common shares will be issued. The cash proceeds from equity issue will be used to retire half of
existing Keymaker’s debt. Individual portfolio shareholders of the Keymaker company are
concerned with the fact that all shareholders will suffer a decrease in expected dividend
payments as result of capital restructuring. Please, provide exactly 2 reasons to explain why
individual shareholders are correct about their concern.

Question 3-3 (5 points) Suppose the capital restructuring plan discussed in previous guestion
was implemented at the beginning of the second year of running the key project. After realizing a
decrease in dividend payments the ArchitectFund proposes to double the expected dividend per
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share amount at the end the third year of operations. Individual portfolio investors don’t support
that idea because there is no reason to expect the operating cash flow to increase. However, the
ArchitectFund offers to ussie new additional shares to finance the proposed one-time increase in
dividends. Please, evaluate the ArchitectFund’s proposal from shareholders’ standpoint.

Problem 4. (25 points)

Company ABC is a mature firm. ABC reported sales of $12 000 million in 2017. In this year
ABC had EBITDA margin (EBITDA/Sales) of 25%, operating profit margin (EBIT/Sales) of
16%, and net profit margin (Net Income/Sales) of 10%. The corporate tax rate was 20%. ABC’s
investments in fixed assets were 11% of sales, investments in net working capital (NWC) were
3% of sales, and the level of depreciation in this year was 9% of sales. Interest expenses were
only 3.5% of sales. It is also known, that 20% of investments in fixed assets and NWC were
financed with long-term debt. The book value of ABC's long-term debt is $4 200 million, and its
market value is $3 700 million. The yield to maturity (YTM) of corporate bonds is 10%. There
are 250 million shares outstanding (trading at $46 per share), with a book value of $10 000
million. The unlevered beta coefficient of comparable companies is 0,9. The risk free rate is
5.75%. The market risk premium is 4,95%. It is assumed that long-term debt is risk free.
Question 4-1. (10 points) Calculate ABC’s FCFE and FCFF for the year 2017.

Question 4-2 (10 points) Calculate the value of equity for ABC Company on the 01.01.2018,
using FCFE model.

Question 4-3 (5 points) Taking into account the ABC’s perspective in the future, please, justify,
whether ABC’s long-term debt level will be the same, will decline or will increase. Please, show
changes in long-term debt, which ABC attracts to finance its investments in fixed assets and
NWC, in next 3 years.
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