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QUESTION 1

a. Global-Logistics Bhd. is a traditional freight forwarding company that has dominated
local shipping routes for decades. Despite the rapid "Uber-isation" of the [ogistics
industry, where digital platforms, real-time Al tracking, and automated warehousing are
becoming the industry standard, the company’s leadership continues to rely on manual
documentation and ageing fleet management systems.

The board recently rejected a proposal to invest in a cloud-based logistics ecosystem,
opting instead to maintain their current "tried and tested" operational methods to save
costs. Consegquently, the company is losing its high-value corporate clients to tech-
driven start-ups that offer transparent, data-led shipping solutions. The management
team appears focused only on day-to-day firefighting rather than long-term positioning.

Required:

As a senior financial consultant, classify TWO (2) important aspects of strategic
management in today’'s scenario with reference to the case of Global-Logistics Bhd.

{5 marks)

b. Aeris Drone Solutions (ADS), headquartered in Malacca, is a pioneering start-up
specialising in high-payload, Al-driven drones designed for "precision agriculture." After
three years of intense R&D funded by government grants and angel investors, the
company has successfully moved from prototype {o a commercially viable product.
However, the transition to mass production has triggered a "liquidity crunch.” ADS needs
to build a state-of-the-art assembly line and establish a regional maintenance hub.

The CFO is currently under pressure to restructure the company’s capital to lower the
cost of funding while preparing for a potential IPO in three years. Currently, the firm
relies on a mix of venture capital (ordinary shares), high-yield preference shares issued
to early investors, and a recent drawdown of corporate debentures. The board is divided:
some directors advocate for aggressive debt financing to leverage fax shields, while
others fear that high financial gearing during an expansion phase could lead to
bankruptcy if drone adoption is slower than expected. This decision is complicated by
the volatile nature of the tech sector and the rising interest rates in the local economy.

ADS provides the following market data for its current financing:

» Ordinary Shares: 2,000,000 shares; Current price RM4.20; Next year's dividend
expected at RM0.38; Constant growth rate of 5%.

» 8% Preference Shares: RM500,000 nominal value; currently trading at RM1.15 per
RM1.00 share.

s 6% Debentures: RM1,000,000 par value; market price RM88 per RM 100 nominal.

¢ Tax Rate: 24%. ~
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Required:
i.  Determine the following:

a. the cost of ordinary equity (Ke) using the Dividend Growth Model.

(4 marks)
b.  the cost of preference shares capital (Kp).
| (2 marks})
c. the aﬂef-tax cost of debt (Kd).
(4 marks)

d. the company’s Weighted Average Cost of Capital (WACC) using market
value weights.

(5 marks)

. Explain how a significant increase in the company’s leverage ratio would impact
its WACC according to the Trade-off Theory.

(5 marks)

(Total: 25 marks)
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QUESTION 2

a.  Aero-Tech Berhad is a rapidly expanding aerospace components manufacturer listed
on Bursa Malaysia. Over the last three years, the company has seen a 40% growth in
net profits due to a surge in international travel. However, the Board of Directors is
currently deadlocked over the dividend policy for the upcoming financial year.

The majority shareholders are wealthy individual investors who are concerned about
high personal tax brackets and would prefer the company to reinvest profits info a new
RM 200 million carbon-fibre production facility. On the other hand, institutional investors
(such as pension funds) are demanding a stable, consistent payout to satisfy their
requirements for regular current income.

Furthermore, the company recently took a large bank loan to fund its previous
expansion, which includes a restrictive covenant requiring the firm to maintain a specific’
Debt-to-Equity ratio. The CFO is also wary of rising inflation, which has increased the
replacement cost of heavy machinery, putting a strain on the company's cash reserves,

Required: -

As the Financial Controller of Aero-Tech Berhad, classify TWO (2) major determinants
of dividend policy that the board must prioritise in this situation.
- (5 marks)

b.  Malaysia Global Ventures (MGV) is a diversified investment holding company listed on
the Main Market of Bursa Malaysia. Historically, MGV has relied on stable, low-risk
industries like timber and utilities. However, following a directive from the Board of
Directors to "“future-proof” the company's wealth, the Chief Investment Officer (CIO), Mr.
Danish, has begun pivoting the portfolio toward high-growth sectors, specifically Cyber-
Technology and Advanced Healthcare.

The company currently manages an RM100,000 "Strategic Growth Fund." Mr. Danish is
particularly concerned about the portfolic’s exposure to market volatility. He is currently
evaluating two specific stocks for a secondary tactical sub-portfolio; HYDRA-TECH
Berhad (an Al-driven robotics firm) and LUMINA Retail Group (a traditional retailer
undergoing digital transformation).

The market environment is shifting, with a Risk-free rate (R¢) of 4% and a Market Return
(Rm) of 12%. Analysis are debating whether the current high-growth tech stocks are
"bubbles" (overvalued) or if they represent the "new normal" for shareholder wealth
maximisation.
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The tactical sub-portfolio consists of 30% investme
investment in LUMINA Retail Group.

DECEMBER 2025/SET A/FIN4164

HYDRA-TECH: Expected Return - 14%, Standard Deviation - 18%.

LUMINA: Expected Return - 18%; Standard Deviation - 35%.

Correlation Coefficient: 0.42.

ntin HYDRA-TECH Berhad and 70%

The main RM 100,000 "Strategic Growth Fund” consists of the following holdings:

- Amount Invested | Expected Beta
Security Industry (RM) | return (%_) (B)
Borneo Timber Commodities 25,000 12 0.8
Apex Cyber Technology 15,000 22 1.6
Global Logistics Transport 20,000 15 1.1
Urban REITs Property 30,000 10 0.5
Prime Medical Healthcare 10,000 18 1.4

Required:
Determine the foilowing:
i. The expected return of the sub-portfolio.
(1 mark)
ii. The standard deviation of the sub-portfolio.
(3 marks)
iif. The overall portfolio’s expected return.
(4 marks)
iv. The portfolio weighted average beta (B).
(4 marks)

v, The required rate of return for each securit
companies are overvalued, undervalued,

Pricing Model! (CAPM)).

y and classify which individual
or fairly vaiued (using the Capital Asset

(8 marks)

(Total: 25 marks)
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QUESTION 3

a. BioHealth Sdn. Bhd. (BioHealth) is a leading Malaysian wellness company specialising
in arganic supplements. Over the last decade, the company has ‘maintained a stable
market share. However, with the rising trend of "preventative healthcare” post-

- pandemic, the Board of Directors is looking to diversify its product line.

The Research & Development (R&D) team has recently finalised a new formula for a
premium organic supplement branded as ‘" ifePlus." Preliminary market research
suggests that while the supplement has high potential, its lifecycle will be relatively short
(4 years) due to the rapid pace of innovation in the nutraceutical industry.

The Finance Director, Mr. Tan, has gathered the following projections for the project's
evaluation: :

e Sales and Pricing: Demand is expected to peak in Year 2 before gradually
declining as competitors enter the market.

o Year 1: 50,000 units at RM50/unit
o Year 2: 60,000 units at RM50/unit
o Year 3: 55,000 units at RM45/unit
o Year 4: 40,000 units at RM40/unit

¢ Costs:
o Variable Production Costs: Estimated at RM20 per unit throughout the 4
years.
o Fixed Costs: Incremental fixed costs (salaries and insurance) are
RM200,000 per year. This excludes any depreciation charges.

e Capital Investment: The project requires an immediate investment of
RM1,200,000 in specialised machinery. This machinery will be depreciated using
the straight-line method over its 4-year useful life, with an estimated scrap value
of zero at the end of the project.

« Taxation and Finance: BioHealth pays corporate tax at a rate of 25%. Tax is paid
in the same year that the profit is earned. The company uses a weighted average
cost of capital (WACC) of 12% as the discount rate for new projects.

Required:

i, Determine the Net Present Vaiue (NPV) for the "LifePlus" project. Show all
workings for annual cash flows, tax implications, and discounting.
(10 marks)

ii. Based on your calculation, recommend whether BiokHealth should proceed with
the LifePlus project.
(4 marks}
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ifi. Evaluate THREE (3) limitations of using the NPV method compared to the
Internal Rate of Return (IRR) in the context of project appraisal.

(6 marks)

b.  While BioHealth focuses on internal projects, the Malaysian financial sector is
experiencing significant volatility. Recently, two of the nation's largest commercial
banks announced a surprise merger, Within minutes of the press release appearing on
the stock exchange news feed, the share prices of both entities rose by 15%, and they
quickly reached their new equilibrium. This event has sparked a debate among
BioHealth's board members regarding market efficiency and whether the company
should manage its own investment portfolio or stick to internal projects.

Required:

Explain how this level of efficiency impacts the ability of individual investors to
consistently "beat the market" using public information.

(5 marks)

(Total: 25 marks)

7 CONFIDENTIAL



CONFIDENTIAL DECEMBER 2025/SET A/FIN4164
QUESTION 4

a.  Aurora Co. sells streetwear clothing on a wholesale and retail basis. The company
employs ten staff in its sales and credit control department, each earning an annual
salary of RM12,000. All sales are on credit with no discount for early payment. You are
employed at the company as a financial manager and have collected the following
information over the last two years.

INCOME STATEMENT

RM’000
Sales 52,500 36,000
Cost of sales ‘ 35,000 19,250
Operating profit 17,500 16,750
Interest 800 700
Profit before tax 16,700 16,050

e

RM’000 -RNF000 RM’000 RM'000
Non-current 2,625 2,450
assets . .
Current assels
Inventory 24,560 12,500
Receivables 9,800 5,250
Cash 375 2.900
34,735 20,650
TOTAL

ASSETS 37,360 , 23,100

Ordinary 12,750 12,750
shares
Reserves | 2,000 800

Current

liabilities
Payables 6,910 3,100
Qverdraft 15,700 6,450
22,610 9,550

TOTAL
LIABILITIES & 37,360 23,100
EQUITIES
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Additional information:

* Aurora Co. pays interest on its overdraft at an annual rate of 6%.
o Current sector averages are as follows:

o Accounts receivable days: 50 days

o Accounts payable days: 60 days

o Use 365 days a year.

Required:
i. Determine the following ratios for each year and comment on your findings:
a.  Accounts receivable days

b.  Accounts payable days

o

Current ratio
d.  Sales/ Net working capital

(14 marks})

ii. Recommend THREE (3) possible solutions to the problems identified in part
(i)(a) and (b) only.

(6 marks)

b.  Corporate restructuring is often a 'survival of the fittest' tactic in the volatile tech industry.
Explain TWO (2) fundamental motivations for an organisation to undergo restructuring,

specifically explaining how each can lead to enhanced financial performance and
operational leanness.

(5 marks)

(Total: 25 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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APPENDIX 3
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APPENDIX 5 (1)

FORMULA

Cost of capital

1.

Cost of debt (kd)
Po = I{PVIFA kan) + M(PVIF kan)

" Where: P, = market price of debf; I = annual dolfar of inferest paid;

M = maturily value of debt; kd = required rate of retumn (before-tax cost of debi);
n = number of years to maturity

After tax cost of debt
ka (1-T)

Cost of preferred stock (ky

Required rate k, = Dividend (D}

Market Price (Py) - F

Cost of common equity (ks)

Retained Eamings {intemal common equity) (ke)

D,
ke = 55+ g

D:-Do (1+9)

Issuing new shares of common stock (external common equity) {(kne)

D
kne = 5. —F *9

Weighted Average Cost of Capital (WACC)
WACC (ka)= (WTd X AT kd ) + (WTp X kp ) + (WTS x ks)

Breakpoint

= Available Retained Earnings
Percentage of Total




APPENDIX 5 (2)

Risk and Return

1.

Holding Period Return (HPR):

HPR = Current income + Capital gain
Beginning Investment

HPR = (Pes/Py) -1

Expected Retumn (ER):

ER = XqP(Xi) + XaP(X2) + ...... + X0 P(Xn)
Variance (0%);

2 Sxi-3)?
0 =5

Standard Deviation (g):
g =Va?
Required rate of retum by using the Capital Asset Pricing Model (CAPM):

Required rate of return = Risk-free rate (Rq + Beta (8) (Market Risk Premium)
Risk Premium = Expected Market Return (Ry) - Risk-free rate {Ry

Portfolio Expected Return;

E(RP) = XAE(RA) + XBE(RB)

Portfolio Variance:

02P = X2A 02A + X2Bo2B + 2XAXBoX,B

Portfolio Std. Dev.;

P = \/var(portf olio)



APPENDIX 5 (3)

Time Value of Money

1. Present value

a.

e.

PVn = FV (PVIF i, n} (using PVIF table) or
PVn =EVY {formula)

(1+i}n
(Discounting interest)

PV = FV (PVIF iin,nxm) {Using PVIF fable) or
PVn= FV {formula)

(t]) xm
m
(Non-annual periods)

PVAn = PMT (PVIFA |, n) (using PVIFA table) or
PVAn = PMT (1 - (1/1++) ") (formula)
(PV Ordinary annuity)

PVAR = PMT (PVIFA, n) (1+i) (using PVIFA table)
(PV Annuity due)

PVPw = PMT x (1/i)
(PV Perpetuity)

'2. Future Value

a.

Fvn = PV (FVIF i, n) (using FVIF table} or
FVn =PV (1+)r (formula)
(Compounding interest)

FVn = PV (FVIF im nxm) (using FVIF table) or
FVn =PV (1+) 0xm
m

(non-annual periods)

FVAR = PMT (FVIFA |, n) (using FVIFA table) or
FVAn = PMT({{1+))"— 1)/ i) (formula)
(FV Ordinary annuity)

FVAR = PMT (FVIFAI, n) (1)} (using FVIFA table)
(FV Annuity due)




APPENDIX 5 (4)

Capital Budgeting Techniques

1.

Payback pericd (PP):
PP = Initial Outlay/ Annual cash flow

(The cash flow amount is same every year)

2. NetPresent Value (NPV):

3.

NPV=CF,+CF, +CF,  CFy

.......

(1+r)"  (1+rf {1+

internal Rate of Return (IRR):

"
Rty (1,1,
NEV. - NPV,

1, = lowerdiscount rate chosen
'ty = higher discount rate chosan
N, sNPVaty,
N, =NVar,



APPENDIX 5 (5)

Financial Performance

1. Current Ratio

2. Quick Ratio

3. Debt Ratio

4. ROA =

5. ROE =

[=)]

7. Net Profit Margin

. Gross profit margin =

8. TATO =

©

. Inventory Turnover =

Current Assets
Current Liabilities

Current Assets — Inventory-Prepaid ekpense
Current Liabilities

Total debt
Total assets

Net income available o common stock holders
Total assets

Net income available to common stock holders
Common Equity

Gross profit
Sales

Net income available to common stock holders
Sales

Sales
Total assets

Cost of goods sold
Average inventory or closing inventory

10. Average Collection Period = Accounts Receivable x 360days

11.

12.

13.

14.

15.

16.

17.

18.

Annual Credit Sales

Times Interest Earned = EBIT
Interest
Non-current asset turnover = Sales

Dividend per share
Dividend payout ratio
Operating Profit Margin
Debt to equity
Earnings per share

Price-earnings ratio

Net non-current assets

Ordinary dividend
‘Number of ordinary shares issued

1l

Dividend per share
Earnings per share

EBIT
Sales

Total debt
Total equity

Earnings atiributable to ordinary shareholders
Number of ordinary shares in issue

Price per share
Earnings per share




