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PART A  : SHORT ANSWER QUESTIONS (25 Marks) 
 
INSTRUCTION (S)  : Answer All THREE (3) Short Answer Questions in the Answer Booklet  
 

 
QUESTION 1 

 

Financial Markets are the heartbeat of the global economy, where the pulse of opportunity and risk 

quickens with every trade. Explain any FOUR (4) types of Financial Markets available in the World. 

(8 Marks) 

 

QUESTION 2 

 

a) Define Monetary Policy.  

(2 Marks) 

 

b) Describe THREE (3) tools the Central Bank uses in implementing Monetary Policy. 

(6 Marks) 

 

QUESTION 3 

 

Financial institutions are the guardians of economic stability, where trust is the currency, and prosperity 

is the dividend they pay to society. Provide TWO (2) differences between Investment Banking, 

Commercial Banking, and Insurance Companies. 

(9 Marks) 

[Total: 25 Marks] 

 

 

 

 

END OF PART A 
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PART B  : STRUCTURE QUESTIONS (75 Marks) 
 
INSTRUCTION (S)  : Answer ALL FOUR (4) Structure Questions in the Answer Booklet. 
 

 
QUESTION 1  

 

a) Ramli wants to buy a motorcycle, which amounting to RM 6,000. He took a loan from a credit 

company and must pay RM 6,500 within 3 years. Therefore, what is the interest rate charged by the 

credit company to Aziz? 

(4 Marks) 

 

b) If Abu borrows RM 2,000 from the credit company, and next 5 years later, the total repayment of 

the loan is RM 3,000, what is the interest rate of his loan? 

(4 Marks) 

 

c) Din wants to buy a factory. Therefore, he wants to apply for the bank's RM 400,000 mortgage loan. 

The bank offers a 6% interest rate scheme and pays every year for 20 years. Compute the annual 

payment needed for Din to repay the loan using loan value estimation. 

(5 Marks) 

 

d) What is the real interest rate if the nominal interest rate is 10% and the expected inflation rate is 

13% over a year? 

(2 Marks) 

[Total: 15 Marks] 

 

QUESTION 2 

 

a) Anthony is interested in purchasing the European money market. There are four options available as 

per below: 

 

Money market Expiry days Face value (EURO) Purchase price (EURO) 

Paris T-bill 250 days 11,000 10,150 

Madrid NID 120 days 6,000 5,520 

Frankfurt Commercial Paper 160 days 4,500 4,380 

Lisbon Banker Acceptance 205 days 15,000 13,675 

 

i. Kindly assist Anthony in estimating the discount rate for each money market.  

(8 Marks) 

ii. Justify which one should Anthony purchase. 

(2 Marks) 
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b) Corus Berhad is interested to invest in Malaysia Bonds. Currently, the financial manager is evaluating 

both Bond A and Bond B. Bond A pays 8 percent coupon semi-annually, and matures in 12 years. 

Bond B pays 7 percent coupon annually, having a maturity period of 13 years.  

 

i. Determine the value of both Bond A and Bond B if the rate of return for both bonds is 8 

percent. 

(8 Marks) 

 

ii. Which one should Corus Berhad invest if the market price for both bonds equals RM 980? 

Justify your answer. 

(2 Marks) 

[Total: 20 Marks] 

 

QUESTION 3 

 

a) Koko Berhad issued preferred stock with dividend of RM 8 per annum. The required rate of return is 

12 percent. Compute the value of preferred stock. 

(2 Marks) 

 

b) Casa Berhad paid a dividend of RM 1.50 per share last year. The firm expects the dividend will grow 

constantly at an annual rate of 15 percent. Calculate the company’s share value if the required rate 

of return was 18 percent. 

(4 Marks) 

 

c) Setia Berhad is expected to pay a dividend of RM 0.60 per share next year. The dividend is expected 

to grow at a constant rate of 5 percent. If the required rate of return is 10 percent annually, 

compute the value of shares today. 

(4 Marks) 

 

d) Hamid plans to buy a share of XYZ Company and hold it for the next three years. Last year's dividend 

was RM 0.50. The dividend is expected to grow at 6% for year 1, 7% for year 2, and 8% for year 3. 

Then, the dividend will be growing constantly at 9% after that. The required rate of return for this 

share is 14%, which is currently trading at RM 18. 

 

i. Calculate the value of shares today using the variable growth model. 

(8 Marks) 

 

ii. Would Hamid buy this share? Justify your answer. 

(2 Marks) 

[Total: 20 Marks] 
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QUESTION 4 

 

a) Given that the currency value of 1 Swedish Krona (SEK) is 0.6687 Chinese Yuan (CNY), while another 

currency quotes that the value of Trinidad & Tobago Dollar (TTD) is 1.0719 CNY. Therefore, estimate 

the cross rate between SEK and TTD currency. 

(3 Marks) 

 

b) Calculate the cross rate between Mexican Peso (MXP) and Hungarian Forint (HGF) if the value of 

MXP is 873.58 Indonesian Rupiah (IDR), and the value of HGF is 42.83 IDR. 

(3 Marks) 

 

c) Taufiq is applying for a mortgage machine scheme, which is amounting to RM 200,000. The scheme 

offers 6% interest per year, and it requires Taufiq to pay within 5 years. 

 

i. Calculate the annual instalment amount for this scheme. 

(4 Marks) 

 

ii. Construct an amortization schedule for 5 years using the table below as reference. 

 

Year Beginning 

amount 

Annual 

Instalment 

Interest Principle 

Payment 

Remaining 

Balance 

1      

2      

3      

4      

5      

(10 Marks) 

[Total: 20 Marks] 

 

 

 

END OF QUESTION PAPER 
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LIST OF FORMULAS 
 

1) 𝑷𝑽 =  
𝑪𝑭

(𝟏+𝒊)𝒏 

2) Loan value = Fixed payment x ( 
[1−(

1

(1 + 𝑟)𝑛)]

𝑟
 ) 

3) 𝒊𝒓 = 𝒊 − 𝜋𝒆 

4) 𝑹 =
𝑪+ 𝑷𝒕+𝟏−𝑷𝒕

𝑷𝒕
 

5) 𝑖𝑑𝑖𝑠𝑐𝑜𝑢𝑛𝑡 𝑟𝑎𝑡𝑒 = (
𝐹−𝑃

𝐹
) 𝑥 (

360

𝑛
) 

6) 𝑉𝑏 =  
𝐶

𝑚
 (𝑃𝑉𝐼𝐹𝐴 𝑘

𝑚
,   𝑛 𝑥 𝑚

) + 𝑃𝑉 (𝑃𝑉𝐼𝐹 𝑘

𝑚
,   𝑛 𝑥 𝑚

) 

7) 𝑌𝑇𝑀 = (
[

𝑐

𝑚
]+[

𝑃𝑉−𝑀𝑃

𝑛 𝑥 𝑚
]

[
𝑃𝑉+𝑀𝑃

2
]

)  𝑥 100 

8) 𝑽𝒔 =  
𝑫

𝒌
 

9) 𝑽𝒔 =  
𝑫𝟏

𝒌−𝒈
 OR 𝑽𝒔 =  

𝑫𝒐 (𝟏+𝒈)

𝒌−𝒈
 

10) 𝑫𝒏 =  𝑫𝒏−𝟏(𝟏 + 𝒈) 

11) 𝑺𝑷𝒏 =  
𝑫𝒏(𝟏+𝒈)

𝒌−𝒈
 

12) 𝑷𝑽𝑨 = 𝑷𝑴𝑻 𝒙 (𝑷𝑽𝑰𝑭𝑨 𝒌

𝒎
,   𝒏 𝒙 𝒎

) 

13) Bid-ask spread = 
𝑨𝒔𝒌 𝒓𝒂𝒕𝒆−𝑩𝒊𝒅 𝒓𝒂𝒕𝒆

𝑨𝒔𝒌 𝒓𝒂𝒕𝒆
 𝒙 𝟏𝟎𝟎 

14) Cross rate exchange A to B = 
𝑪𝒖𝒓𝒓𝒆𝒏𝒄𝒚 𝒗𝒂𝒍𝒖𝒆 𝑨

𝑪𝒖𝒓𝒓𝒆𝒏𝒄𝒚 𝒗𝒂𝒍𝒖𝒆 𝑩
 

15) Net trade = Export - Import 

 


