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Finance for AEO Exam 

08 June 2009 
 

 

Your Name:         _____________________________________________________ 

Student Number: _____________________________________________________ 

Signature:            _____________________________________________________ 

 

 

 

This is a closed-book exam. You are allowed to use a calculator and a dictionary. You have 2 

hours for the exam. There are 35 multiple choice questions in total, equally weighted. There is 

no penalty for the wrong choice but you may circle only one choice for each question that you 

think is the best.  

 

Be kindly reminded that you should rely on your own effort; no conversation is allowed 

during the exam. Please sign before you start. 

 
When you finish, please return the multiple choice sheet together with this page.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Good Luck! 
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Question 1. 
 

 
 
Question 2. 
 

 
 
Question 3 
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Question 4. 
 
Look at the next 2 statements: 
 
I.  Depreciation is not relevant when determining cash flows. 
II. Depreciation is not a cash flow.   
 

A. I and II are true 
B. I is true, II is false 
C. I is false, II is true 
D. I and II are false 

 
Answer C. Depreciation is itself not a cash flow but by influencing taxes is important when 
calculating cash flows. 
 
Question 5. 
 

 
 
Question 6. 
 
The quick ratio of a firm is 0.9. Inventory of this firm is 15 and current liabilities are 30. What 
is the current ratio for this firm? 
 

A. smaller than 0.25 
B. between 0.25 and 0.75 
C. between 0.75 and 1.25 
D. none of above 

 
Answer D. Quick ratio = (cash + debtors) / current liabilities 
Current ratio = current assets / current liabilities = (cash + debtors + inventory) / current 
liabilities = quick ratio + inventory/current liabilities = 0,9 + 15/30 = 1.4 
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Question 7. 
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Question 8. 
 

 
 
Question 9. 
 

 
 
Question 10. 
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Question 11. 
 

 

 
 
 
 
 
 
 



 7

Question 12.  
 

 
 

 
 

 
 
Question 13.  
 

 
 
 
Question 14.  
 

 
This price is closest to : 
 
A) $1.90 
B) $3.90 
C) $2.90 
D) $3.50 
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Question 15.  
 

 

 
The call price is closest to : 
A) $2 
B) $2.5 
C) $3.5 
D) $3.2 
 
Answer : B 
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Question 16.  
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Question 17.  
 
The current price of KD Industries stock is $20. In the next year the stock price will either go 
up by 20% or go down by 20%. KD pays no dividends. The one year risk-free rate is 5% and 
will remain constant. The risk neutral probability of an up state for KD industries and the price 
of a one-year put option on KD stock with a strike price of $20 are closest to: 
 
A) 37.5%, $2 
B) 62.5%, $2.15 
C) 40.0%, $2.4 
D) 62.5%, $1.45 
 

 

 
 


