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QUIZ 
ON 

LEVERAGE ANALYSIS



MCQ  1

If margin of safety is 0.25 , FL is 1.50 and there is 8%  increase in output , Then 
(EPS) will    ?

A. decrease by 20% 
B. increase by 32%
C. increase by 48% 
D. decrease by 32%



MCQ 2  
Consider the following information for Strong Ltd.

EBIT

1,120

EBT

320

Fixed Cost

700

Calculate the percentage of change in earnings per share, if sales increased by 5

percent.

A. 25.8750%
B. 20.0000%
C. 24.3750%
D. 28.4375%



MCQ 3  

A firm has sales of Rs. 75,00,000 variable cost of Rs. 42,00,000 and fixed cost of Rs.

6,00,000 Debt of Rs. 45,00,000 at 9% and equity of Rs. 55,00,000

At what level Of Sales the EBT of the firm will be equal to zero?

A. 2284091
B. 2350000
C. 2310890
D. 2290098



MCQ 4 

If margin of safety is 0.25 , Sales is 10000000 , PV Ratio is 50% , EBIT - ?

A. 2500000
B. 1000000
C. 1250000
D. 3750000



MCQ  5



MCQ  6



MCQ  7



MCQ  8



MCQ  9



MCQ  10



MCQ  11



MCQ  12



MCQ  13



MCQ  14



MCQ  15



MCQ 16

Which of The Following is Correct??

A. CL = OL+FL
B. FL = OL*CL
C. CL = OL/FL
D. FL = CL/OL 



MCQ  17



MCQ  18
Interest = 9000 , FL = 2.5 Times.
Find EBIT ?

A. 9000
B. 22500
C. 30000
D. 15000



MCQ 19 
MOS = 0.25 , EBIT = 100000
Contribution = ?

A. 25000
B. 300000
C. 75000
D. 400000



MCQ  20



MCQ 21 

There is no operating leverage if there is no

A. Profit
B. Sales
C. Fixed cost
D. EPS



MCQ 22 
In the context of operating leverage break-even analysis, if the selling price
per unit rises and all other variables remain constant, the operating break-
even point in units will:

A. Fall
B. Rise
C. Stay the same
D. Still be indeterminate until interest and preferred dividends are known



MCQ 23 
High operating leverage indicates

A. Highly favorable situation as it consists of low fixed costs.
B. The Highly risky situation as it consists of large interest costs.
C. Highly favorable situation as it consists of higher EPS.
D. The Highly risky situation as it consists of large fixed costs.



MCQ 24 
Operating leverage is directly to business risk

A. Proportional
B. Not proportional
C. Unrelated
D. Not related



MCQ 25 

Where a company has a large number of fixed interest charges, the financial leverage

will be

A. High
B. Low
C. Negative
D. Unreliable



ANSWER KEY

SR.NO ANSWER SR.NO ANSWER

1 C 13 A

2 D 14 B

3 A 15 A

4 C 16 D

5 D 17 B

6 B 18 D

7 A 19 D

8 C 20 A

9 D 21 D

10 B 22 A

11 C 23 D

12 B 24 A

25 A
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