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QUESTION 1

A business has a short-term problem with its payments exceeding its receipts. Which TWO of the following would be
appropriate for meeting this financial shortfall? (Choose two.) 

A. A bank overdraft 

B. A bill of exchange 

C. A mortgage 

D. Issuing shares 

E. A leasing arrangement 

Correct Answer: AB 

 

QUESTION 2

A client agrees to invest $100,000 three years from now in a business project, and decides to deposit funds today in a
bank account that pays 6 percent compound interest annually. 

How much does the client need to deposit in order to be able invest $100,000 in three years time? 

A. $82,000 

B. $83,961.93 

C. $119101.6 

D. $83,748.43 

Correct Answer: C 

 

QUESTION 3

Company A owns a factory in a foreign country. Which of the following types of exchange rate risk is company A most
likely to experience in relation to the value of the factory? 

A. Economic risk 

B. Energy risk 

C. Transaction risk 

D. Translation risk 

Correct Answer: D 

Reference: https://webcache.googleusercontent.com/search?q=cache:rUr_SO58tB8J:https://www.acowtancy.com/textb
ook/cima-ba1/d3-impact-of-changes-in-interest-and-exchange-rates-on-controlling-and-measuring-



businessperformance/ impact-of-exchange-rate-changes/notes+andcd=1andhl=enandct=clnkandgl=pkandclient=opera 

 

QUESTION 4

Which THREE of the following can be used to reduce the principal-agent problem in business organizations? (Choose
three.) 

A. Requiring managers to uphold detailed disclosure and reporting practices. 

B. Introducing bonuses related to the profit performance of the business. 

C. Implementing a \\'top-down\\' decision-making process. 

D. Implementing a share distribution scheme. 

E. Requiring managers to take into account the interests of external stakeholders. 

Correct Answer: ADE 

 

QUESTION 5

Which TWO of the following policy actions might be available to a government that wishes to reduce a deficit in the
balance of payments? (Choose two.) 

A. Devaluate the exchange rate in order to increase exports. 

B. Increase the money supply in order to stimulate domestic consumption. 

C. Appreciate the exchange rate in order to reduce imports. 

D. Reduce the interest rate in order to stimulate investment. 

E. Introduce tariffs on imported goods in order to favour domestic producers. 

Correct Answer: AE 

 

QUESTION 6

Public goods are usually provided by the government because: 

A. individual users do not have sufficient knowledge to appreciate their importance. 

B. individual users do not have sufficient incentives to privately fund their provision. 

C. individual users do not have sufficient bargaining power to secure a low price. 

D. individual users do not have sufficient funds to purchase them. 

Correct Answer: B 

Reference: https://books.google.com.pk/books?id=yJE6yx_0wkQCandpg=PA91andlpg=PA91anddq=CIMA+Public+goo



ds+are+usually+provided+by+the+government+becauseandsource=blandots=U8XXgExj0Kandsig=ACfU3U3woyZhfPH
VE33s10mudHINIOfRAandhl=enandsa=Xandved=2ahUKEwiK3c_9yK7nAhVLdcAKHYepDFsQ6AEwCXoECAwQAQ#v
=onepageandq=CIMA%20Public%20goods%20are%20usually%20provided%20by%20the%20government%20because
andf=false 

 

QUESTION 7

The government of Country Z imposes a tariff on all imports of coal from other countries. Which THREE of the following
are possible effects of this decision in Country Z? (Choose three.) 

A. The cost of living will fall. 

B. Employment in the coal industry will increase. 

C. The balance of payment will improve. 

D. Government\\'s revenue will improve. 

E. Coal producers will adopt new technologies to improve efficiency. 

F. More resources will be allocated to alternative energy sources. 

Correct Answer: CDF 

 

QUESTION 8

Which of the following would tend to make the market supply of a good price inelastic? 

A. There are few barriers to entry into the industry. 

B. Many firms in the industry have unused production capacity. 

C. Most firms in the industry have high stock levels of finished goods. 

D. Newly employed workers in the industry require high levels of initial training. 

Correct Answer: C 

Reference: http://www.cimaglobal.com/Documents/Student%20docs/2011_CBA/C04_crudeoil_march2005.pdf 

 

QUESTION 9

FILL BLANK 

A company in Country M owns a subsidiary in Country valued at O$200 million. The rate of exchange between the
Country M dollar (M$) and the Country dollar (O$) is O$1 - M$6. 

If the Country M $ depreciated by 10% what would be the increase or decrease in the M$ valuation of the subsidiary? 

Give your answer in whole millions and indicate whether it is an increase or decrease. 



A. 1.3 million increase (+) 

Correct Answer: A 

 

 

QUESTION 10

Organizations are able to achieve more than individuals can achieve because they allow people to do which THREE of
the following? (Choose three.) 

A. To devolve decision-making 

B. To pool resources 

C. To share skills and knowledge 

D. To specialize 

E. To earn profits 

F. To create hierarchies 

Correct Answer: BCD 

Reference: https://kaplanpublishing.co.uk/docs/librariesprovider3/look-inside/cima/certificate/fundamentals-of-business-
economics-ba1/look-inside-study-text-2020-ba1-fundamentals-of-business-economics.pdf?sfvrsn=8bbc7a01_2 (21) 

 

QUESTION 11

FILL BLANK 

The following cash flows are for a capital project where the required rate of return is 8 percent. 

Calculate the NPV for the project. Give your answer to the nearest whole number. 

A. 106,000 

Correct Answer: A 

 

 



QUESTION 12

FILL BLANK 

A wireless phone manufacturer currently sells 2,000 units per quarter at a price of $400. The estimated price elasticity of
demand is -2.5. 

The manufacturer is considering an increase in the price to $440. 

What will this raise (+) or reduce (-) total revenue by? Give your answer in whole numbers. 

A. reduce - 139000 

Correct Answer: A 
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