Quiz IV; F5360; Summer, 1997				Name ______________________________





Note:  question 1 is worth 40 points, questions 2 and 3 are worth 80 points each.





1.  Provide a short answer (sometimes even one word) to each of the following:


a.  Someone at the student center overhears you talking about tombstone advertisements over lunch.  They state that putting advertisements on tombstones is disgusting and that only depraved business students would even think of putting an ad on someone’s tombstone.  What do you tell this person?


b.  Since purchasing a bond, interest rates have fallen.  Will the return you earn be higher or lower than the yield to maturity on the bond when you purchased it?


c.  What are unsecured bonds called?


d.  What basic services does an investment banker offer to issuers of securities?





2.  China Allows Capitalism (?) Inc. has just announced that it plans to reduce its leverage by issuing equity and using the proceeds to retire its debt.  China’s stock price has fallen at the announcement.  Explain this reaction by the market to the announcement.





3.  Discuss the types of actions you would undertake in order to take advantage of the potential market inefficiencies that were discussed in class.





