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SECOND SEMESTER RESEARCH QUESTIONS FOR PhD DEGREE PROGRAM IN FINANCE.

RESEARCH OBJECTIVES

The research works on the under-listed courses are designed to enable the student achieve the following objectives:
1 To expose the student to the rudiments of effective research backed up with empirical case studies and typical practical examples where need be.

2 To enable the student be able to carry out independent self-studies at the terminal degree level.

3 To enable the student apply the knowledge acquired from the various courses researched on at  real life scenario  like at the work places and to participate on contemporary business related  counselling and discussions as occasion may demand.

4 To apply the knowledge acquired from the various course to a real life situation towards solving problems at work places.

5 With the knowledge acquired, a graduate of these courses can effectively render consultancy services based on his or her various professional and academic certifications.

6 It is further to enable the student to begin to think of finding a teaching career in institutions of Higher Learning (the Universities, etc.), aimed at imparting these knowledge to students thereby contributing very strongly in human development and building human capital and capacity.

7 It will further enable the student at the completion of the program be able to compete alongside with his or counterparts in such similar areas of study globally based on current trends and demands.
8 It is also tailored to help the student have the knowledge in designing academic and educational curriculum in relevant areas of study in the event of finding him or herself among educational administrators, planners and policy makers.
























NECESSARY INSTRUCTIONS
ON HOW TO ANSWER THE RESEARCH QUESTIONS

This program is a doctoral (PhD) degree program.  Therefore students are advised to following the following steps in answering the questions:

1	The research student is expected to attempt all the questions.

2	There are four courses and each of the course carry four questions each with their sub questions
3	Each of the questions with the sub questions should be presented in a chapter form
4	State the Chapter first, then the questions as written in the research document, before answering.
5	At the end of answering all the four questions with their sub-questions for each of the courses, there should be references at the end.
6	The typing should be in 14 point (size), with 1.5 line spacing and well justified using Ariel font.
7	You are use relevant materials for these research questions
8	All research works must be submitted within three months.
9	Should the student not meeting up to the three months period for submission of all works, he should apply for extension not more than two weeks.
10	All submissions should be sent to the academic supervisor’s direct email for assessment which will be sent to the student on request as the student completes the research questions.
11	The student is to pay examination/research fee for the research/ examination works.  Each of the courses carries a fee of N25,000.00, amounting to N100,000.00 for the four courses, payable directly to the Examiner/Supervisor. 
12	On getting the examination/research works, the student should call the Examiner/Supervisor for further guidance and continued interactions in the course of the research.
13	Wishing you the best of luck in this academic endeavor.

STUDENT:  	ONORIGHO G. OVIRI LUCAS
PROGRAME:  	PhD IN FINANCE 
COURSE: 		FINANCIAL ECONOMICS 
Book:  		Lectures on Financial Economics by Antonio Mele.
Week 1: 		The classic capital Asset Pricing Model   Pg 29-54
Week 2   		Arbitrage, Equilibrium and Pricing page 71 - 114
Week 3 - 	Information, Security design and contracting pg 157-175

RESEARCH QUESTIONS 
QUESTION 1
Ai). An investor is considering creating a portfolio of securities. How should he choose the proportions of each asset based on his attitude towards risk?
Aii). What are the asset pricing implications of all the investors’ portfolio choices?
Aiii). Are these choices consistent with absence of arbitrage opportunities?
Aiv). Explain the concept of portfolio selection.
Av). Write short note on the following:
Wealth constraint 
Portfolio choice

1Bi). In theory, The portfolio with zero volatility seems to offer investors too good opportunities: it yields positive expected returns with no risk. Can this be sustainable, discuss.
Bii). Define the term market portfolio and show its significance on group of investments.
Biii). How does the market portfolio relates to get efficient portfolio frontiers.
Biv). Financial advisors are known to recommend young investors to hold more risky positions; they are also known to advice less conservative investors to increase their stock holdings compared to bonds. Why these recommendations.
Bv). How does the CAPM predictions relate to the behavior of risk averse investors.

1Ci). Describe the security market line in portfolio management.
Cii). State and explain the distinct assumptions are f the Capital Asset Pricing Model (CAPM).
Ciii). According to the CAPM, the market is the only source of risk relevant for pricing. Discuss.
Civ). Upon what does the field of financial economics primarily focus?
Cv). Which of the following are factors that help financial economists to make well-informed decisions?

1Di). Which of the following is the definition of a market in economics?
Dii). If you were able to earn interest at 3% and you started with $100, how much would you have after 3 years?*
Diii). Based on the numbers given below, calculate the net present value (NPV) of this project.*
Div). What is an annuity?
Dv).   Describe the situation when the price of a bond is above the face value.

QUESTION 2
Ai). Using financial economics, discuss the concept of time value of money.
Aii). Assuming you are the financial Manager of a company, take your staff through a detailed understanding of enterprise value of a business?
Aiii). Company A has a capital structure of $80M debt and $20M equity. This year, the company reported a net income of $17M. What is Company A's return on equity?
Aiv). Define the term working capital?

2Bi). Which strategy is most likely to improve a person’s financial situation over a lifetime? 
Using credit to spend more than a person earns
Making financial decisions based on intuition.
Discuss your answers with relevant illustration.
Bii). Shawn has determined that the value of his assets is $60,000 and that the value of his debts/liabilities is $35,000. The difference between these two is $25,000.   What does this represent?
Biii). Considering the US economy, if you must borrow money for college, which federal loan offers the best deal? 
Biv). According to the supply-demand model, which scenario would occur if there were a worldwide drought in tea-growing regions? 
Bv). When people are taxed at a lower percentage rate relative to their income levels, discuss what would best described this economic situation 

2Ci). Who makes fiscal policy in the Nigeria and why?
Cii). During a storm, your neighbor’s tree falls on your house. Whose policy covers the damage? 
Ciii)..An investor is considering creating a portfolio of securities. How should he choose the proportions of each asset based on his attitude towards risk?
Civ). Describe the asset pricing implications of an investors’ portfolio choices?
Cv). Information problems, agency issues, limited rationality, capital immobility, or decentralized markets, are all examples of hindrances to market efficiency. Discuss 

2Di). What is the arbitrage equilibrium price of asset C in the example below? (Explain)
	
	Asset Q
	Asset R
	Asset  M
	

	State 1
	9
	0
	12
	

	State 2
	4
	8
	6
	

	Price
	5
	4
	?
	



Dii). Use the information in question 2Di, above to calculate:
 (a) The implicit risk-free interest rate;
 (b) The implicit (martingale) probabilities; and 
c) The state prices.
Diii). Explain and assess the role of the arbitrage principle in the determination of asset prices.
Div). You are looking to invest in one of three stocks. Stock A has high expected earnings growth, Stock B has only modest expected earnings growth and Stock C is expected to generate poor earnings growth. Which stock is likely to generate the greatest alpha for you?
Dv). Which of the following statements about financial markets and securities is true? 
A bond is a long-term security that promises to make periodic payments called dividends to the firm's residual claimants. 
A debt instrument is intermediate term if its maturity is less than one year. 
A debt instrument is intermediate term if its maturity is ten years or longer. 
The maturity of a debt instrument is the number of years (term) to its expiration date. 
Discuss your position.

QUESTION 3
Ai). Describe an intermediate term debt and specify which of the following is an example of an intermediate-term debt?
a. A thirty-year mortgage 
b. A sixty-month car loan 
c. A six-month loan from a finance company d. A Treasury bond 
Aii). Identify and explain the process of indirect finance using financial intermediaries.
Aiii). In the United States, loans from financial intermediaries are far more than securities markets. Why and which of the following best illustrates this. 
 a. Financial intermediaries; more
 b. government agencies; more
 c. government agencies; less
 d. financial intermediaries; less.
Aiv). Economies of scale enable financial institutions to gain some advantages. Discuss these advantages.
Av). Lawrence father, James, broke his hip and requires 24-hour in-home assistance. Lawrence hires Allison, a certified personal nurse, to take care of James.
a. For payroll purposes, which category of worker is Allison?
b. Should Lawrence withhold any taxes from Allison? If yes, which taxes?
c. Does Lawrence owe any taxes on the amounts he pays Allison?

3Bi). Should America encourage free trade with its trading partners or seek a more protectionist approach? Take a stand on this issue. It is not enough to argue BOTH sides of the issue. Support your opinion with good economic reasoning. Who benefits from your approach and who loses? Why?
Bii). You have been hired as a researcher in a quantitative hedge fund that until now has only considered equity market strategies. The fund has expanded and intends to develop foreign exchange strategies. As a preliminary step you have been asked to write a report considering at least three well-established strategies – carry, value and order flows.
 Biii).  A 1 year European put option on a non-dividend paying stock with strike price $80 is currently priced at $8. And another 1 year European put option on the same stock with strike price $90 is priced at $9. Is there any arbitrage opportunities exiting in these two options? If yes, please write down your strategy. If not, please specify your reasons.
Biv). Take look at these scenarios:  A. Granting credit. B. Capital budgeting. C. Selecting stocks. D. Mergers and acquisitions. Considering external decision makers, which of these would they not look primarily to financial accounting information to assist them in making decisions on. Justify your answer.
Bv). In a hurry mode to complete its purchase of health software producer HBO, McKesson did not perform adequate due diligence but rather relied on representations and warranties in the agreement of sale and purchase. Within six months following closing, McKesson announced that it would have to reduce revenue by $327 million and net income by $191.5 million for the preceding three fiscal years to correct for accounting irregularities. The company’s stock fell by 48%. If HBO’s financial statements had been declared to be in accordance with GAAP, would McKesson have been justified in believing that HBO’s revenue and profit figures were 100% accurate? Explain your answer.

3Ci). If a student borrows $20,000 to start a business as a 5 year, 10% loan, assume annual payments. Calculate the decrease in principal in year 1.
Cii). A stock quote indicates a stock price of $106 and a dividend yield of 2%.  Calculate the latest quarterly dividend received by stock investors.
Ciii). How does the statement of cash flows add to the analyst s perspective about a company? 
Civ). You have been hired as a consultant by your local mayor to look at the various market structures. Your role is to provide analysis and answers to these important questions that will help the mayor understand the structures of many of the businesses in his city:
Cv). Describe each market structure discussed in the course (perfect competition, monopolistic competition, oligopoly, and monopoly) and discuss two of the market characteristics of each market structure.
Di). Identify one real-life example of a market structure in your local city and relate your example to each of the characteristics of the market.
Dii). Describe how high entry barriers into a market will influence long-run profitability of the firms.
Diii). Explain the competitive pressures that are present in markets with high barriers to entry.
Div). Explain the price elasticity of demand in each market structure and its effect on pricing of its products in each market.
Dv). Describe how the role of the government affects each market structure s ability to price its products.

QUESTION 4
Ai). Discuss the effect of international trade on each market structure.
Aii). Although budgeting and forecasting appear similar how they are different 
Aiii). APT In contrast to the CAPM, the APT does not indicate which factors are expected to determine the risk premium of an asset. How can we determine which factors should be included?
Aiv). The following are the cash flows of two projects: Year Project A Project B 0 $290 $290 1 170 190 2 170 190 3 170 190 4 170 a. If the opportunity cost of capital is 11%, calculate NPV for both projects? 
Av). Suppose you see the following quotes on your monitor at your bank’s forex trading desk: Bank a Bank B Bank C $1.0064/C$ $1.4255/€ $1.4142/€
a. Is there an opportunity to arbitrage? Explain.
b. If you have $100 million to trade, show how you would execute transactions to generate arbitrage profits? 
Show the profitable arbitrage. 

4Bi). What is advantages and disadvantages of arbitrage pricing theory? What the advantages of using the Arbitrage Pricing Theory? 
Bii). If the Telsa bag trademark is copied and thousands are sold illegally, what do you predict would happen to the price that buyers would be willing to pay for a genuine bag and what would happen to the consumer surplus?
Biii). How do individuals indirectly provide the financing for your firm when they maintain deposits at depository institutions, purchase insurance policies or investment pensions?
Biv). If the relationship that is specified by interest rate parity does not exist at any period but does exist on average, then covered interest arbitrage should not be considered by Multinational Corporations (MNCs). Do you agree or disagree.
Bv,). Assuming you are the president of a construction company where your major cost is related to steel prices. You worry that steel prices might rise in the next three months. Describe the best thing you could do?

4Ci). A company operating in a country having the dollar as its unit of currency has today invoiced sales to the United Kingdom in sterling, payment being due three months from the date of invoice. The invoice amount is £3,000,000 which, at today's spot rate of 1.5985 is equivalent to USD4, 795,500.
Cii). It is expected that the exchange rate will decline by about 5% over the three month period and in order to protect the dollar proceeds from the sale, the company proposes taking appropriate action through either the foreign exchange market or the money market.
Ciii). The USD/£ three-months forward exchange rate is quoted as 1.5858-1.5873. The three-months borrowing rate for Eurosterling is 15.0% and the deposit rate quoted by the company's own bankers is currently 9.5%. Explicitly explain the alternative courses of action available to the company.
Civ). As a manager of a Nigeria Airline company operating international flights.  You always buy derivatives on currencies, interest rates, and commodities to limit mitigate risk. In this scenario, discuss the merits and demerits of hedging airline fuel costs by the airline companies.
Cv). What are the risks and benefits associated with the sources of short-term funds (trade credit, secured loans, and unsecured loans)? How do these risks and benefits compare with those associated with sources of long-term funds?

4Di). How much should a new graduate pay in 10 equal annual payments, starting 2 years from now, in order to repay a $30,000 loan he has received today? The interest rate is 6.0% per year. 
Dii). Explain how the sports exports company is exposed to exchange  rate risk and how it could use  forward market to hedge this risk.
Diii). Chief Okugbe is planning to open a savings account that earns 1.6% simple interest yearly. He wants to earn exactly $336 in interest after 3 years. How much money should he deposit?
Div). What are the advantages and disadvantages of using import-substitution to accomplish industrialization rather than using government aid and private investment to develop new manufacturing industries?
Dv). A refiner produces heating fuel and gasoline from crude oil in virtually fixed proportions. What can you say about economies of scope for such a firm? What is the sign of its measure of economies of scope? 
Div). Consider a new house in good condition that has a poor floor plan. Describe which type of accrued depreciation it would suffer from. 
NOTE:
1. The academic semester work, starts on the 15th of June, 2026 and ends on the 15th of September, 2026.
2. You are to pay the Supervision Fee of N25,000.00 for each course.
3. Each course should contain a minimum of 30 pages.
4. The front page should be properly addressed. A sample will be sent to you on your request.
5. All the research works must be approved by the supervisor.
	Thanks and wishing you success in your academic research.
	
Kind Regard

SIR DR. APOLLOS LEVI,   KJW, PhD, MSC, MBA, ICA, MIFE, ADR, IPMA.
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