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Liberty Lt. is seeking financing to issue new bonds on January 1, 2011 that will mature on December 31, 2030 with a coupon rate of 10% paid semi-annually. The document provides calculations for bond prices on specific dates given changes in market interest rates. 

Johnsca Ltd. has a competitive advantage in new technology that will increase profits 12% in the first year, 11% in the second, and 9% in the third, before decreasing to a constant 5% growth annually. The document calculates stock valuations like terminal value and current/future stock prices given the growth rates and a 15% cost of capital. It also provides calculations to determine the price of Gapers Inc. preferred stock payingRead less
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 Libcrty Lt. is seeking financing for a new intiative it is conterplat.pdf

	1. Libcrty Lt. is  seeking financing for a new intiative it is conterplating It intends to issue a new
series of bonds on Jenuary 1, 2011. They are expected to mature in 20 years, on December 31,
2030, and will have a coupon nte of 10%. They will be issued with a par value of $1,000, and
coupon paymeats will be made semi-annually, on June 30 and Docember 31 . (i) What is the
expected price of the bond on December 31,2021 if interest rates were 14% ? (8 marls) (ii) What
is the bond's price on Dec 31,2024 if interest rates had fallen to 8% ? ( 8 marks) (iii) What is the
bond's yield to maturity (YTM) on June 30,2018 , if the bond sold for 5963 on that date? (9
marks)
Johnsca Ltd. has developed new technology that has given it a competitive advantage over its
competitors. This, it expects will increase ite profitability until its rivals can develop their own
technological answers. The firm thinks that its advantage will last for three years, and estimates
that its growth in profits and dividends will be 12% for the first year, 11% for the second and 9%
the third year, before decreasing to a constant 5% starting in the fourth year. Cost of capital is
expected to be 15%, and its last dividend was $1.65. (i) What is the stock's terminal value? ( 5
marks) (ii) What is the current share price (P0 ? (8 marks) (iii) What is the expected share price
for the year (P2) ? (6 marks) (iv) The preferred stock of Gapers Inc. pays an annual dividend of
$6.50. What is the price of the preferred stock if the required return is: (6 marks) a) 6% b) 8% c)
10%
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