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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.

RESEARCH QUESTIONS.
STUDENT NAME: ONORIGHO LUCAS GODWIN OVIRI
STUDENT REG NO.:     PhDFIN/TLU-122LO
SEMISTER PERIOD:  SECOND SEMISTER YEAR ONE. 2025/2026.
PROG OF STUDY:  PhD - FINANCE 

COURSE: FIN 820 - FINANCIAL DECISION MAKING 
BOOK: Corporate Finance - 13th edition by MC Graw Hill.

Week 1- Long term Financing pg 616- 653  

Week 2 - Options, future and corporate Finance Pg 677- 766

Week 3 - Short Term Finance - Pg 799- 851

QUESTION 1
Use the following information to work Problems 1–6.

 You work for a nuclear research laboratory that is contemplating leasing a diagnostic scanner. The scanner costs $4.3 million and would be depreciated straight-line to zero over four years. Because of radiation contamination, it will actually be completely valueless in four years. You can lease it for $1.275 million per year for four years.

1.  Assume that the tax rate is 21 percent. You can borrow at 8 percent before taxes. Should you lease or buy?

2. What are the cash flows from the lease from the lessor’s viewpoint? Assume a 21 percent tax rate.

3. What would the lease payment have to be for both the lessor and the lessee to be indifferent about the lease?

4. Assume that your company does not contemplate paying taxes for the next several years. What are the cash flows from leasing in this case?

5. In the previous question, over what range of lease payments will the lease be profitable for both parties?

6. Assuming that the scanner will be depreciated as 3-year property under MACRS (see Chapter 6 for the depreciation allowances).

7.  Kaleidescope Entertainment is considering buying a machine that costs $625,000. The machine will be depreciated over five years by the straight-line method and will be worthless after five years. The company can lease the machine with year-end payments of $155,000. The company can issue bonds at an interest rate of 7 percent. If the corporate tax rate is 21 percent, should the company buy or lease?

8.  Quartz Corporation is a relatively new firm. Quartz has experienced enough losses during its early years to provide it with at least eight years of tax loss carry forwards, so Quartz’s effective tax rate is zero. Quartz plans to lease 

9.  Automobiles are often leased, and several terms are unique to auto leases. Suppose you are considering leasing a car. The price you and the dealer agree on for the car is $49,500. This is the base capitalized cost. Other costs added to the capitalized cost price include the acquisition (bank) fee, insurance, or extended warranty. Assume these costs are $850. Capitalization cost reductions include any down payment, credit for trade-in, or dealer rebate. Assume you make a down payment of $5,000, and there is no trade-in or rebate. If you drive 10,000 miles per year, the lease end residual value for this car will be $28,500 after three years. The lease or “money” factor, which is the interest rate on the loan, is the APR of the loan divided by 2,400.11The lease factor the dealer quotes you is .00185. The monthly lease payment consists of three parts: a depreciation fee, a finance fee, and sales tax. The depreciation fee is the net capitalization cost minus the residual value, divided by the term of the lease. The net capitalization cost is the cost of the car minus any cost reductions plus any additional costs. The finance fee is the net capitalization cost plus the residual, times the money factor, and the monthly sales tax is the depreciation payment plus the finance fee, times the tax rate.

a. What APR is the dealer quoting you?

b. What is your monthly lease payment for a 36-month lease if the sales tax is 7 percent?

10. Return to the case of the diagnostic scanner discussed in Problems 1 through 6. Suppose the entire $4.3 million purchase price of the scanner is borrowed. The rate on the loan is 8 percent and the loan will be repaid in equal installments. Create a lease-versus-buy analysis that explicitly incorporates the loan payments. Show that the NPV of leasing instead of buying is not changed from what it was in Problem 1. Why is this so?

11. High electricity costs have made Farmer Corporation’s chicken-plucking machine economically worthless. Only two machines are available to replace it. The International Plucking Machine (IPM) model is available only on a lease basis. The lease payments will be $80,000 for five years, due at the beginning of each year. This machine will save Farmer $29,000 per year through reductions in electricity costs. As an alternative, Farmer can purchase a more energy-efficient machine from Basic Machine Corporation (BMC) for $365,000. This machine will save $32,000 per year in electricity costs. A local bank has offered to finance the machine with a loan. The interest rate on the loan will be 10 percent on the remaining balance and will require five annual principal payments of $73,000. Farmer has a target debt-asset ratio of 67 percent and a tax rate of 21 percent. After five years, both machines will be worthless. The machines will be depreciated on a straight-line basis.

a. Should Farmer lease the IPM machine or purchase the more efficient BMC machine.

b. Does your answer depend on the form of financing for direct purchase? How much debt is displaced by this lease?

QUESTION 2
1.   Under what circumstances might you want to buy each? Which one has greater potential profit? Why?

2. What is the difference between an American option and a European option?

3.  What is the intrinsic value of a call option? Of a put option? How do we interpret these values?

4. You notice that shares of stock in the Patel Corporation are going for $50 per share. Call options with an exercise price of $35 per share are selling for $10.

 5. What’s wrong here? Describe how you can take advantage of this mispricing if the option expires today.

6. If the risk of a stock increases, what is likely to happen to the price of call options on the stock? To the price of put options? Why?

7. Suppose a certain stock currently sells for $30 per share. If a put option and a call option are available with $30 exercise prices, which do you think will sell for more? Explain.

8.  Suppose the interest rate on T-bills suddenly and unexpectedly rises. All other things being the same, what is the impact on call option values? On put option values?

9..  When you take out an ordinary student loan, it is usually the case that whoever holds that loan is given a guarantee by the U.S. government, meaning that the government will make up any payments you skip. This is one example of the many loan guarantees made by the U.S. government. Such guarantees don’t show up in calculations of government spending or in official deficit figures. Why not? Should they show up?

10. Options and Expiration Dates What is the impact of lengthening the time to expiration on an option’s value? Explain.11. Options and Stock Price Volatility What is the impact of an increase in the volatility of the underlying stock’s return on an option’s value? Explain.

12. Insurance as an Option An insurance policy is considered analogous to an option. From the policyholder’s point of view, what type of option is an insurance policy? Why?

13. Equity as a Call Option It is said that the equity holders of a levered firm can be thought of as holding a call option on the firm’s assets. Explain what is meant by this statement.

14. Option Valuation and NPV You are the CEO of Titan Industries and have just been awarded a large number of employee stock options. The company has two mutually exclusive projects available. The first project has a large NPV and will reduce the total risk of the company. The second project has a small NPV and will increase the total risk of the company. You have decided to accept the first project when you remember your employee stock options. How might this affect your decision?

QUESTION 3.
1.  You find a put and a call with the same exercise price and maturity. What do you know about the relative prices of the put and call? Prove your answer and provide an intuitive explanation.

2.  A put and a call have the same maturity and strike price. If they have the same price, which one is in the money? Prove your answer and provide an intuitive explanation.

3.. Put-Call Parity One thing put-call parity tells us is that given any three of a stock, a call, a put, and a T-bill, the fourth can be synthesized or replicated using the other three. How can we replicate a share of stock using a call, a put, and a T-bill?

4. T-bills currently yield 3.4 percent. Stock in Deadwood Manufacturing is currently selling for $67 per share. There is no possibility that the stock will be worth less than $60 per share in one year. a. What is the value of a call option with a $55 exercise price? What is the intrinsic value? b. What is the value of a call option with a $45 exercise price? What is the intrinsic value? c. What is the value of a put option with a $55 exercise price? What is the intrinsic value?

5.  The price of Cilantro, Inc., stock will be either $60 or $80 at the end of the year. Call options are available with one year to expiration. T-bills currently yield 6 percent. a. Suppose the current price of the stock is $70. What is the value of the call option if the exercise price is $50 per share? b. Suppose the exercise price is $55 in part (a). What is the value of the call option now?

6. A stock is currently selling for $73 per share. A call option with an exercise price of $70 sells for $5.27 and expires in three months. If the risk-free rate of interest is 2.6 percent per year, compounded continuously, what is the price of a put option with the same exercise price?

7. A put option that expires in six months with an exercise price of $45 sells for $4.84. The stock is currently priced at $43, and the risk-free rate is 3.5 percent per year, compounded continuously. What is the price of a call option with the same exercise price?

8.  A put option and a call option with an exercise price of $65 and three months to expiration sell for $5.27 and $1.04, respectively. If the risk-free rate is 3.1 percent per year, compounded continuously, what is the current stock price?

9. A put option and call option with an exercise price of $50 expire in four months and sell for $5.99 and $8.64, respectively. If the stock is currently priced at $52.27, what is the annual continuously compounded rate of interest? 

10. Equity as an Option and NPV Suppose the firm in the previous problem is considering two mutually exclusive investments. Project A has an NPV of $2,400 and Project B has an NPV of $2,800. As a result of taking Project A, the standard deviation of the return on the firm’s assets will increase to 49 percent per year. If Project B is taken, the standard deviation will fall to 26 percent per year. a. What is the value of the firm’s equity and debt if Project A is undertaken? If Project B is undertaken? b. Which project would the stockholders prefer? Can you reconcile your answer with the NPV rule? c. Suppose the stockholders and bondholders are, in fact, the same group of investors. Would this affect your answer to part (b)? d. What does this problem suggest to you about stockholder incentives?

11. Frostbite Thermal wear has a zero coupon bond issue outstanding with a face value of $20,000 that matures in one year. The current market value of the firm’s assets is $23,100. The standard deviation of the return on the firm’s assets is 38 percent per year, and the annual risk-free rate is 6 percent per year, compounded continuously. Based on the Black-Scholes model, what is the market value of the firm’s equity and debt? What is the firm’s continuously compounded cost of debt?

12. Mergers and Equity as an Option Suppose Sunburn Sunscreen and Frostbite Thermal wear in the previous problems have decided to merge. Because the two companies have seasonal sales, the combined firm’s return on assets will have a standard deviation of 21 percent per year.

a. What is the combined value of equity in the two existing companies? The value of debt?

b. What is the value of the new firm’s equity? The value of debt?

c. What was the gain or loss for shareholders? For bondholders? d. What happened to shareholder value here?

13. A company has a single zero coupon bond outstanding that matures in five years with a face value of $16.5 million. The current value of the company’s assets is $15.1 million, and the standard deviation of the return on the firm’s assets is 41 percent per year. The risk-free rate is 6 percent per year, compounded continuously.

a. What is the current market value of the company’s equity?

b. What is the current market value of the company’s debt?

c. What is the company’s continuously compounded cost of debt?

d. The company has a new project available. The project has an NPV of $2.2 million. If the company undertakes the project, what will be the new market value of equity? Assume volatility is unchanged.

e. Assuming the company undertakes the new project and does not borrow any additional funds, what is the new continuously compounded cost of debt?

QUESTION 4 
1.  Suppose a financial manager buys call options on 50,000 barrels of oil with an exercise price of $65 per barrel. She simultaneously sells a put option on 50,000 barrels of oil with the same exercise price of $65 per barrel. Consider her gains and losses if oil prices are $60, $62, $65, $68, and $70. What do you notice about the payoff profile?

2.  You are long 10 gold futures contracts, established at an initial settle price of $1,810 per ounce, where each contract represents 100 ounces. Over the subsequent four trading days, gold settles at $1,816, $1,812, $1,807, and $1,813, respectively Compute the cash flows at the end of each trading day and your total profit or loss at the end of the trading period.

3.  You are short 25 gasoline futures contracts, established at an initial settle price of $1.34 per gallon, where each contract represents 42,000 gallons. Over the subsequent four trading days, gasoline settles at $1.37, $1.32, $1.36, and $1.39, respectively. Compute the cash flows at the end of each trading day and your total profit or loss at the end of the trading period.

4. Suppose there were call options and forward contracts available on coal, but no put options. Show how a financial engineer could synthesize a put option using the available contracts. What does your answer tell you about the general relationship between puts, calls, and forwards?

5. Indicate and explain the impact of the following corporate actions on cash. 

.a. A dividend is paid with funds received from a sale of debt.

b. Real estate is purchased and paid for with short-term debt.

c. Inventory is bought on credit.

d. A short-term bank loan is repaid.

e. Next year’s taxes are prepaid.

f. Preferred stock is redeemed.

g. Sales are made on credit.

h. Interest on long-term debt is paid.

i. Payments for previous sales are collected.

j. The accounts payable balance is reduced. 

k. A dividend is paid.

l. Production supplies are purchased and paid with a short-term note.

m. Utility bills are paid.

n. Cash is paid for raw materials purchased for inventory.

o. Marketable securities are sold.

6.  Cori’s Corp. has an equity value of $14,735. Long-term debt is $8,300. Net working capital, other than cash, is $2,850. Fixed assets are $18,440. How much cash does the company have? If current liabilities are $2,325, what are current assets?

7.  Indicate the effect that the following will have on the operating cycle. Use the letter I to indicate an increase, the letter D for a decrease, and the letter N for no change. Briefly explain your opinion.

a. Receivables average goes up.

b. Credit repayment times for customers are increased.

c. Inventory turnover goes from 3 times to 6 times.

d. Payables turnover goes from 6 times to 11 times.

e. Receivables turnover goes from 7 times to 9 times.

f. Payments to suppliers are accelerated.

8. .  Indicate the impact of the following on the cash and operating cycles, respectively. Use the letter I to indicate an increase, the letter D for a decrease, and the letter N for no change.a. The terms of cash discounts offered to customers are made less favorable.b. The cash discounts offered by suppliers are increased; thus, payments are made earlier.c. An increased number of customers begin to pay in cash instead of with credit.d. Fewer raw materials than usual are purchased.e. A greater percentage of raw material purchases are paid for with credit.f. More finished goods are produced for inventory instead of for order.

9. Seran Company has contacted Truckel, Inc. with an offer to sell it 5,000 of the wickets for $18 each. If Truckel makes the wickets, variable costs are $11 per unit. Fixed costs are $12 per unit; however, $5 per unit is avoidable. Should Truckel make or buy the wickets?

10. To conduct an experiment, AMC increased movie ticket prices from $9 to $10 and measured the change in ticket sales. Using the data over the following month, they concluded that the increase was profitable. However, over the subsequent months, they changed their minds and discontinued the experiment. How did the timing affect their conclusion about the profitability of increasing prices?

11. Assume a company has two products A and B, that emerge from a joint process. Product A has been allocated $24,000 of the total joint costs of $48,000. A total of 2,000 units of Product A are produced from the joint process. Product A can be sold at the split-off point for $16 per unit, or it can be processed further for an additional total cost of $13,400 and then sold for $25 per unit.

What is the financial advantage (disadvantage) of further processing Product A?

NOTE:

1. The academic semester work, starts on the 3rd October, 2026 and ends on the 3rd February, 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.
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SIR DR. APOLLOS LEVI,   KJW, PhD, MSC, MBA, ICA, MIFE, ADR, IPMA.

Supervisor.

