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1. Studying charts of past stock price performance is useless unless the capital markets
are:

not even weak form efficient.

only weak form efficient.

[]

[ ]

[ ] atleast weak form efficient.

[ ] at least semistrong form efficient.
[]

at least strong form efficient.
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2. Which of the following conditions need to exist for stock prices to be unaffected by
the accounting methods selected by a firm?
I. Ample information must be provided in the financial statements to analyze the effects of
the accounting methods used.
II. Firms must use the LIFO and completed contract accounting methods.
IT1. The market must be semistrong form efficient.
IV. The firm must use the purchase method rather than the pooling method to report
acquisitions.
[ ]Tand IIT only [ ]Tand IV only [ ]Il and III only
[ 11l and IV only [ 11,11, and IV only
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3. The efficient market hypothesis implies:

[ ]that, on average, investments have a negative net present value.
[ ]that, on average, investments have a zero net present value.

[ ]that, on average, the internal rate of return on a project will exceed the required
return.

[ ]that there tend to be more positive net present value projects than negative ones.

[ ] nothing about the net present value of an investment.

BHER: ( PR

4. Managers tend to have an advantage when doing which one of the following?

selling interest rate futures

buying currency futures

[ ]

[ ]

[ ] swapping interest rates

[ ] repurchasing shares of their firm's stock
[ ]

acquiring shares of an acquisition target

BHESR: ( )R ;-
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5. If the capital markets are semistrong form efficient, then:

[ ] only inside information can lead to excess profits.

[ ] diligent investors who carefully analyze the firm's financial statements and public
records should be able to earn a higher than normal return over the long term.

[ ] reacting swiftly to news announcements should provide excess returns in the short-

run.
[ ] only historical information can be used to project future stock price movements.

[ ] the market must be efficient at all levels.

BHERE: ( )R- 1::

6. Research indicates the capital markets:
[ ] can be easily fooled by the choices firms make when evaluating inventory and work-in-
progress.
[ ] cannot be fooled even when fraudulent accounting methods are utilized.
[ ] reward firms which use conservative accounting methods.
[ ] are efficient enough that differences in accounting methods do not affect stock prices.
[ ] discount the price of stocks anytime work-in-progress has to be evaluated.
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7. Asubsidy provided by the local government to entice a firm to locate in its

community is considered one means of

opportunity.

increasing firm revenues; financing

increasing firm revenues; capital budgeting

[ ]

[ ]

[ ] reducing firm costs; financing

[ ] reducing firm costs; capital budgeting
[ ]

creating a new security; financing

BHESR: ( )R :

8. Kate is the chief executive officer of Casper's. Kate should be concerned about her job

security if the:

price of the firm's stock is volatile.

performance of the firm's stock is subpar for a couple of years.

[]
[ ]
[ ] return on the firm's stock consistently equals the expected rate of return.
[ ] return on the firm's stock rises and falls with the risk-free rate.

[]

market yield on the firm's bonds decreases as interest rates fluctuate.
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9. According to the efficient market hypothesis (EMH), a stock's abnormal return on any

given day should:
equal the market rate of return.
reflect information released on that day only.

[ ]
[ ]
[ ]include price adjustments for information released within the past 72 hours only.
[ ]include the effects of information released either that day or the previous day.

[ ]

always be equal to zero.

BHESR: ( JIE:::

10. You have discovered from looking at charts of past stock prices that if you buy
shares just after a stock price has declined for three consecutive days, and sell those
shares one month later, you profit every time. The lowest form of market efficiency that

this is a violation of is market efficiency.

[ Jweak form [ ] semiweak form [ ] semistrong form

[ ]strong form [ ]ultra strong

BHESR: ( )R ;-
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B 1 &EEE: noteven weak form efficient (F—1I5)

W H: Studying charts of past stock price performance is useless unless the capital markets
are: (WX RIRGEIE X ALEMMEE FAWGEEH? )
VAR B LR (E B WG L RIS, SRR ikm R w ke, ST
BAE: BRAET7E s A RERIEAR, AR5 s BT,

“useless unless” , EEE:
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@ H: Which conditions need to exist for stock prices to be unaffected by the accounting
methods selected by a firm? (RNEREAF XTI IAMRGAZEN, TEMLERA? )
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58 37 &E%E. onaverage, investments have a zero net present value (5 _15)

WiH: The efficient market hypothesis implies: (fi3(iiaBBiEkEH 22 )
o EREFE. ARIEARTIF, AIFESUEZFEHALLN NS, BEETRNUETTR 515
BUSIERI X A% NPV, M FEIENE, IR/ B 50 NPV NE,
© RHFFEHRE AR LA EIEAR A E NPV: 50K, R SERsSA IS rT REE % AT
RIH SEN S,
B4 BEEE: acquiring shares of an acquisition target (FHIN)
W H: Managers tend to have an advantage when doing which activity? CEBIETEMRNIZE S HEE

JRERAERIES? )
P AR ARINRZ ZEBEATRIEERE TEARAGER, BEEELRBRWERE, BN
& RANE HAR AR TREH BRI, R BAE RS,
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$ 58 SEZE: onlyinside information can lead to excess profits (5—1)
WiH: If the capital markets are semistrong form efficient, then: (F¥ATIZIAR AR,
m? )
PR RCERE LS B ATHE B CRMAENAaH, R R A TR RSO SE ER R 2 &
HI AN REAG E THER 57 8 Wi
o FAN/WEHE BEAEF5EAUE B S a BN, FrBL “ A RS B T REHT R AR IE” 2
I FHEIAROE PR, RS R A RET R A H G,
B 6 BEELE: are efficient enough that differences in accounting methods do
not affect stock prices (&P9T5H)
WiH: Research indicates the capital markets: (WFEEMEAN G EFEIELTTIEXER? )
« TEARMREBERZMAT, REESRESH TR RNELISREN, A2 &R T
RS, Wi, RESHTERS BB,
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B 78 8EEE: reducing firm costs; financing (¥ =15)

W H: A subsidy provided by the local government to entice a firm to locate in its community

is considered one means of in an attempt to create a valuable opportunity.

FRSCERE: M7 BUN S [k i iR AR, e T R 7 SANEMRE A ENL =7
o KU BRI MR IERY SRR ; TEAR R RRIESE, XA AT DU~ AE IEHER RS =,
HO%EEE reducing firm costs; financing,
$ 8T BEEE: performance of the firm's stock is subpar for a couple of years (5
—Tn)
i H: Kate is the chief executive officer of Casper's. Kate should be concerned about her job
security if the: (CEO TEA+ AWM FEAHIEIRA 2 42? )

AT AR AR, R DN R RIS LI T
HACF, MBI SR OIS O R, 2IBRATS BRI
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B9 SEEE: reflectinformation released on that day only (5 1)
#H: According to EMH, a stock's abnormal return on any given day should: (ft EMH F, %t
HIBSE R W SR W 2.7 )
« SEBGEN S HRFEGR, SRR HURE EMHEKR, I ECEAMIE BN 4 2 O ATHE,
ARETEZJE 1 H gk S R G A4E B s
« BREUBGEGIE “BROENETT ¢ S EERH Y H AT AL IIERS AR SRS, (HE AR
FaE

# 10 8EEE: weak form market efficiency (F—I)

M U RS R X PRI, JFE NG NREER], RADERIFimiaz

57

RIS YRR R A, RN, OO AT R R R,
e S S B R 8 A R

pri e 9

1-A; 2-Tand III only; 3-zero NPV; 4-acquiring shares of an acquisition target; 5-only
inside information; 6-accounting-method differences do not affect stock prices; 7-
reducing costs / financing; 8-subpar stock performance; 9-information released that

day; 10-weak form,
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Expected return

Abnormal return

Excess profits

Technical analysis

Fundamental analysis

News announcement / Event

announcement

Net present value (NPV)

Valuable financing opportunity
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