Quiz III; Finance 4360; Fall, 2000; 12:00 class


Name  ______________________________

Provide a short answer to each of the following.

1.  List but do not discuss two rights of common stockholders.

2.  Suppose your firm is planning to issue securities via a shelf registration.  What are two requirements of your firm before you can issue securities via a shelf registration?  

3.  What evidence do we have regarding differences in capital structures across industries?

4.  Suppose the firm you own stock in has recently announced that it intends to issue debt and use the proceeds to repurchase stock.  What can you do to undo the impact of this action on the risk and expected return you face?

5.  One of the costs associated with debt is costs associated with bankruptcy.  What are two examples of bankruptcy costs?

6.  BRIEFLY discuss what evidence we have regarding the amount of debt outstanding at the average firm?

7.  Assume that capital markets are perfect, that investors have homogeneous expectations, that investments are optimally fixed, and that all of a firm’s surplus cash has been paid out, what are two reasons that stockholders should be indifferent to an additional dividend by the firm.  

8.  What evidence do we have about how stock price behavior on the ex-dividend date?

9.  List two advantages of using transferable put rights rather than a tender offer to repurchase shares.

10.  How do investors sort themselves according to the dividend clientele theory?

