	Question 1 
	4 points   
	Save   

	 
	Disclosure requirements for a Eurobong are ______ demanding than those of the Securities and Exchange Commission or other domestic regularoty agencies. 
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  Question 2 
	4 points   
	Save   

	 
	Which statement is not true, regarding the Gramm-Leach-Bliley Act? 
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It repealed depression era laws separating commercial banking, insurance, brokerage and investment banking. 
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It allowed Citigroup to keep Salomon Smity Barney, Travelers, and CitiBank together as one entity. 
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It took away the ability of the Federal Reserve to impose restrictions on banks. 
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It repealed the Glass-Steagall Act. 
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  Question 3 
	4 points   
	Save   

	 
	Which of the following statements is inncorect? Market stabilization ______. 
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is the action by the managing investment banker to keep the price of newly issued securities from falling below the issue price to the public 
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usually lasts 2-3 days but can last up to 30 days, if a security is difficult to distribute 
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cannot always keep prices of securities from falling—a case in point was the IBM issue, sold in October, 1979 
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is virtually a given in a poor market environment 
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  Question 4 
	4 points   
	Save   

	 
	In general, how often are floating rate bonds adjusted to meet the market demands? 
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Daily 
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Weekly 

[image: image26.wmf]
Quarterly 
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Annually 
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  Question 5 
	4 points   
	Save   

	 
	Which of the following activities is not a service provided by investment bankers? 
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Underwriting initial public offerings 
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Raising capital via mutual fund offerings 
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Advising in mergers 

[image: image34.wmf]
Advising on restructurings 
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  Question 6 
	4 points   
	Save   

	 
	When a firm sells a new issue through an investment banker, the costs incurred ______. 
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are the “give up” expenses of the spread plus the legal and accounting fees, printing expense and other small fees 
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are the spread to the underwriter which includes all the costs of legal and accounting fees, printing expense and other small fees 
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are dependent upon the number of underwriters in the syndicate 
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never include the expenses for printing and other small fees 
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  Question 7 
	4 points   
	Save   

	 
	When an investment banker acts as an “underwirter,” he/she ______. 
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gives a “firm commitment” to purchase the securities from the corporation at a set price 
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the company suffers a deline in earnings after taxes 
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may sell as many securities as possible and reutrn the rest unsold 
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may give advice to management 
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  Question 8 
	4 points   
	Save   

	 
	Dilution of earnings occurs because ______. 
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a new issue of common stock creates more shares outstanding which reduces earnings per share temporarily 
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the company suffers a decline in earnings after taxes 
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the investment banker collects an underwriting fee 
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a temporary weakness in a stock, based on a proposed issue of additional shares is overcome 
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  Question 9 
	4 points   
	Save   

	 
	A debenture represents ______. 
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unsecured debt 
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secured debt 
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a long document covering every detail of a bond issue 
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debt that is subordinate 


	
	
	
	


	[image: image63.png]


  Question 10 
	4 points   
	Save   

	 
	A bond with a coupon rate of 7.2%, matuing in 10 years at a value of $1000 and a current market price of $800, will have a yield to maturity (using the approximation formula) of between ______% and ______%. 
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  Question 11 
	30 points   
	Save   

	 
	Discuss the significance of the GrammLeach-Blile Act to investment banking. Are there any procedures in place to protect a bank’s capital? Explain. 
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  Question 12 
	30 points   
	Save   

	 
	Explain why Kirk Kerkorian is referred to as a “turnaround artist of the highest order.” Describe how his actions affected the bond rating for General Motors. 
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