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QUIZ 
ON 

DIVIDEND DECISIONS



MCQ 1

Determine Capitalization rate of Its Risk Class??

A) 10%

B) 20%

C) 12.50%

D) 15%



MCQ 2

A) 0%

B) 25%

C) 50%

D) 100%



MCQ 3

Determine Optimum Dividend Payout Ratio

A) 0%

B) 25%

C) 50%

D) 100%



MCQ 4

Compute Market Price if Dividend is Paid

A) 165

B) 150

C) 157

D) 200



MCQ 5

Determine Value of Firm if Investment Required is 600 lakhs & Earnings is 300 Lakhs ,

if Dividend is not Paid

A) 1950 Lakhs

B) 1800 Lakhs

C) 1650 Lakhs

D) 1500 lakhs



MCQ 6

Determine No. of Additional Shares to be issued if Dividend is Paid?

A) 17392 Shares

B) 24305 Shares

C) 107693 Shares

D) 102100 Shares



MCQ 7

Determine Amount of Investment Under Consideration By Company

A) 500000

B) 800000

C) 1000000

D) 1200000

Ordinary shares of listed company are currently trading at of ₹10 per share with two lakh shares

outstanding. The company anticipates that its earning for next year will be ₹ 500000. Existing Cost

of capital for equity shares is 15%. The company has certain investment proposals under discussion

which will cause an additional 26,089 ordinary shares to be issued if no dividend is paid or an

additional 47,619 ordinary shares to be issued if dividend is paid.



MCQ 8

Determine Amount of Dividend under Consideration By Company?

A) 10.50

B) 11.50

C) 1.50

D) 1.00

Ordinary shares of listed company are currently trading at of ₹10 per share with two lakh shares

outstanding. The company anticipates that its earning for next year will be ₹ 500000. Existing Cost

of capital for equity shares is 15%. The company has certain investment proposals under discussion

which will cause an additional 26,089 ordinary shares to be issued if no dividend is paid or an

additional 47,619 ordinary shares to be issued if dividend is paid.



MCQ 9

Particular Amount (Rs)

Net profit 50 lakhs

Outstanding 15% preference share 100 lakhs

No. of equity shares 5 lakhs

Return on investment 20%

Cost of capital i.e.( 𝐊𝐞 ) 16%

Calculate price per share using Gordon’s Model when dividend pay-out is 50%

A) 175

B) 43.75

C) 58.33

D) 50



MCQ 10

X Ltd. is a multinational company. Current market price per share is Rs 2,185. During the F.Y. 20-

21, the company paid Rs 140 as Dividend per share. The company is expected to grow @ 12% p.a.

for next four years, then 5% p.a. for an indefinite period. Expected rate of return of shareholders is

18% p.a. Find out Price of Share at the End of 4th Year.

Year 1 2 3 4 5

Discounting

factor @ 18%

0.847 0.718 0.608 0.515 0.436

A) 1408

B) 1779

C) 2185

D) 1850



MCQ 11  



MCQ 12  



MCQ 13  



MCQ 14  



MCQ 15  



MCQ 16  



MCQ 17  



MCQ 18  



MCQ 19  



MCQ 20  



MCQ 21

Determine Market price of Share??

A) 50

B) 70

C) 50/70

D) None of The above



MCQ 22

Determine PE Ratio at Which Dividend Policy Will have no Effect on value of

Share

A) 8

B) 10

C) 12.50

D) 15



MCQ 23
Given the last year’s dividend is Rs 9.80, speed of adjustment of 60%, target payout ratio is 60%

and EPS for current year Rs 20. Compute current year’s dividend using Linter’s model.

A) 10.79

B) 10.50

C) 12.50

D) 11.12



MCQ 24
Following information is given pertaining to DG ltd,

No of shares outstanding 1 lakh shares

Earnings Per share 25 per share

P/E Ratio 20

Book Value per share 400 per share

If company decides to repurchase 5,000 shares, at the prevailing market price, what is the

resulting book value per share after repurchasing.

A) 400

B) 500

C) 367

D) 395



MCQ 25
Mr A is currently holding 1,00,000 shares of HM ltd, and currently the share of HM ltd is trading on

Bombay Stock Exchange at ₹50 per share. Mr A have a policy to re-invest the amount of any

dividend received into the shares back again of HM ltd. If HM ltd has declared a dividend of 15 per

share, please determine the no of shares that Mr A Could Additionally Buy after he re-invests

dividend in shares of HM ltd.

A) 42858

B) 42857

C) 125000

D) 25000



MCQ 26

Determine Ke , If PE Ratio is is 8 , MPS is 120 & EPS is 15

a) 8 %

b) 15%

c) 12.50%

d) 25%



MCQ 27

If a firm declared 25% dividend on share of face value of Rs 10 its growth rate is 5% & its rate of

capitalisation is 12% its expected price would be Rs ………...

a) 31.2

b) 33.50

c) 36

d) 37.50



MCQ 28

Determine the market price of share of XYZ ltd as per gordon's model, given equity capitalisation

rate = 11% expected earning = Rs. 20 rate of return on investment = 10% & retention ratio =

30%

a) 165

b) 175

c) 185

d) 195



MCQ 29

The cost of capital of a firm is 12% & its expected earning per share at the end of the year is Rs

20. its existing payout ratio is 25%. the company is planning to increase its payout ratio to 50%

what will be the effect of this change on the market price of equity share (MPS) of the company as

per Gordon model, If the reinvestment rate of the company is 15%

a) It will increase by Rs 444.45

b) It will decrease by Rs 444.45

c) It will increase by Rs 222.22

d) It will decrease by Rs 222.22



MCQ 30

If the financing requirements are to be executed through debt (relatively cheaper source of

finance), then it would be preferable to distribute..............

a) More Dividend

b) Less dividend

c) No Dividend

d) None of the above



ANSWER KEY

SR.NO ANSWER SR.NO ANSWER

1 A 16 B

2 B 17 C

3 A 18 A

4 C 19 A

5 D 20 C

6 C 21 C

7 B 22 B

8 D 23 D

9 C 24 D

10 B 25 B

11 D 26 C

12 C 27 D

13 C 28 B

14 C 29 B

15 A 30 A
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