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1. A large silver mining corporation is expecting to have large inflows of raw silver resul-

ting from a discovery. The firm expects the first silver inflow to be ready for sale in nine
months, followed by the second inflow three months later, and the final inflow three
months after that. The mining company is expecting the price of silver to begin a down-
ward trend for the next 15 months and wants to hedge the expected inflows without expo-

sing themselves to credit risk. The most appropriate instrument the company should use

is a;
A. series of futures contracts expiring in 9, 12 and 15 months.
B. series of forward contracts expiring in 9, 12 and 15 months.

C. swap contract with payments in 9, 12 and 15 months.

2. Mary Hames enters a long FRA with a contract rate of 4. 75% and a notional principal

of $10 million. The agreement expires in 30 days and is based on 90-day LIBOR. At ex-

piration, 90-day LIBOR is 5. 5%. The payoff to Hames at expiration is closest to .
A. $12300. B. $18500. C. $19000.
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b3k ( Sales comparison approach) S WA ¥ (Income approach ) S22 25 (5 5., 455 27
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Xf T3 [F B i A AP BOR B A BT IL FI 3 4 . BRI S K2 5
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RN G, AN ARAL R KX VR, B2 B Sk #7265 1) ) H I/ 182 [B] AL 1 ( Crre-
ation/Redemption process) , Pt LAIAZ: H BT Hr A4 BUE ( Net asset value, NAV) AS[a] ) 7]
B, ETFs FIFBGAE [R5 8 A 8] Z A0 7E TRl 08 B 2R 441N, HMr &, RAFEqE
ANV GBS, 7E 2011 5] 2012 EEEILF RS HEZ )G, BME T ETFs (1)
e
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1. An apartment complex would earn $2 million annually if fully occupied. The complex
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has a 10% vacancy rate and annual operating expenses of $200000 a year. The interest
costs of financing the purchase of the building would be $ 150000 a year. The investor’s
marginal tax rate is 40%. The investor wants to earn 10% on this investment. Using the
income approach, the value the investor would place on the office building would be
closest to:

A. $8700000. B. $14500000. C. $16000000.

2. Biggs, Inc. , is considering a real estate investment that provides gross revenues (if fully
occupied) of $250000, a vacancy rate of 4% , and operating expenses of $ 15000. The
property costs $ 1000000, and the depreciation expense on the property is 2. 6% of the
cost in the first year, and 1.3% of the cost over the next several years. The marginal tax
rate is 35%. The after-tax cash flow in year 1 if the property is purchased for cash is:
A. $69650. B. $129350. C. $155350.
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60. a. %Xﬁ?ﬂﬁﬁ?éﬁi;ﬁ:ﬁﬁﬁ%V\]?ﬁﬁir‘fﬁx%‘ﬂ%é’l‘ﬁ?ﬁz%o (Define a derivative and

distinguish between exchange-traded and over-the-counter derivatives. ) %

ST A i ( Derivative) & — il A3 f % 7 BRI 2 O (SR 2 R R AT AR Hh A (LY
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1R 2 WA B2 B AR L3 5 o
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Gy 2E i (Exchange-traded derivatives) SEARHEIL 5, 3 L5 32 50 BT 2 4%

ﬁ%%%ﬁﬁﬁ%ﬁﬁ?&,#E%E~¢&ﬁ@%%%%%%ﬁ%$ﬁﬁ%ﬁm
T AR o — VA [ 5 B 57 BT 19 58 5 B 717 3 B0F h45 51 77 353 ( Over-the-counter mar-
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P TR 3R BT AT T 2 TR K 4306 20 KUK
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60.b. TESGEMIE L M AL, WA (BRIRAMBER) MEH, I LRSI

FEANE & [ Define forward contracts, future contracts, options ( calls and puts ) and

swaps, and compare their basic characteristics. ] % %

& 2 (Forward contract) 1, —J5[RIBAERL Iy, B—FRABEHERLT ., Xk
) —AVREE I, DAZE BRI S S — SR AR O YR PR B S o 1SNV 72 e £
MRRIT LN, IEAKITRA FTIRS, RIS 2 41 4% |

W15 624 (Futures contract) BARMELL . 57138 55 T HI & 20, 32301 A1) 65 1) £ 38 I
AR R TIRERIN — 137, I BA S BT Mg, S5 0 T 1k% A
RINEERH

HA (Swap) J&— R B LI A 2o 5 /] B0 B R 36 T 0 R 7 R SR 1) — SR IBR P, 75
JTARGE IR G5 T [R5 ) 4 AR @3Bl e, Horh— 5 B A I IR s 2R, i 53—
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BREDATI LR = AR, B BRI S5 X5 LART E B U RS 32 A% 8 O =

A2 5 1 4% 352 HH 5 98 7 ) A AU PR A 7 Bk 01K ( Put option) o 15 76 gk B0 A 14 52
FRIEFRAT L W 7= AR, B I 32 A X5 LLRT 5 B9 M b S8 A 52 1Y
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60. c. HiRfFA BT HER M4, (Describe the purposes and criticisms of
derivative markets. ) % %

1 A T 5 B 2SR LR R, R R X T ok B 20 A i B AU PR R 3R
P AT RS S U RATREE , BUBEAT AL A SE IR AL T I

it ST AR AR 2
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60. d. BRI A X LA B HAE E M AR R T SR R Ao (Explain arbi-

trage and the role it plays in determining prices and promoting market efficiency. ) % %

£ ( Arbitrage) FERTA S M B AR R EE MBS, EREAKNELT, &
FIELV A R o 4 — AN L A T LA FJE75 L T XU A 5 8 0 TR XU i e,
LB T o

ES RN L7 A T8 1 T S0 0 B 25 R . RFSE RS AT 3 S T WA UE 5 ) 38
R, HEBREIRERCORE (RERPLE) k.

ST S OB AIRE R, A R AR .

5 ARSI T — i B8 (Law of one price) , 7EZ M AN R FARHIRTR T,
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B, HiATAT FaRfRas, JF BRI BAOR G AT A Ab o
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1. An analyst determines that a portfolio with a 35% weight in Investment A and a 65%
weight in Investment B will have a standard deviation of returns equal to zero.

- Investment A has an expected return of 8%.



+ Investment B has a standard deviation of returns of 7. 1% and a covariance with the
market of 0. 0029.

+ The risk-free rate is 5% and the market risk premium is 7%.

If no arbitrage opportunities are available, the expected rate of return on the combined
portfolio is closest to:

A 5%. B.6%. C.7%.

. Roland Carlson owns a portfolio of large capitalization stocks. Carlson has a positive
long-term outlook for the stock market, but would like to protect his portfolio from any
sudden declines in the stock market, without selling his holdings. The most likely way
for Carlson to achieve his objective of limiting the downside risk of his portfolio is to:
A. sell put options on the S&P 500.

B. sell an S&P 500 futures contract.

C. buy an S&P 500 forward contract.

. A large silver mining corporation is expecting to have large inflows of raw silver resul-
ting from a discovery. The firm expects the first silver inflow to be ready for sale in nine
months, followed by the second inflow three months later, and the final inflow three
months after that. The mining company is expecting the price of silver to begin a down-
ward trend for the next 15 months and wants to hedge the expected inflows without expo-
sing themselves to credit risk. The most appropriate instrument the company should use
is a:

A. series of futures contracts expiring in 9, 12, and 15 months.

B. series of forward contracts expiring in 9, 12, and 15 months.

C. swap contract with payments in 9, 12, and 15 months.

. Over-the-counter derivatives are:
A. standardized and backed by a clearinghouse.
B. not standardized but are backed by a clearinghouse.

C. not standardized and are created by one of the parties to the contract.

5 =

1. A 2.B 3.A 4.C




