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Answer question number 1 and any two questions from the rest.

5x2

, what will be the value of debt to total assets ratio?

(4+2+4)
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2. a)  For the company XYZ the dividend is going to be high for the next three years but dividend will
 grow  at an  unequal rate.  For the next three years dividends are going to be Rs. 30, Rs. 60
and Rs. 90 respectively. Starting from the 4th year the dividends are expected to grow at a rate
of 5% p.a. for the next two years. Then the growth rate will slow down to 2% p.a. and the
dividends are expected to grow at that rate forever. What will be the price of the equity
company XYZ if the required rate of return is 10%?

b)  A bond has 8 years remaining to maturity. Its face value is Rs. 1000, yield to maturity is 10.23%
and current market price is Rs. 880. Calculate the coupon rate on the bond. What will be the
coupon rate if the market price is Rs. 1000?

c) Let company XYZ’s net profit margin be, total asset turnover ratio be times, debt to total
asset ratio be  .  What is the Company’s return on equity?
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