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Finance and Economics for Managers (Fall 2025 MBA ) - Practice Exam
Nima Fazeli
Instructions
· Time Allowed: 2 hours (120 minutes).
· Format: This is a closed-book exam. No notes, textbooks, or electronic devices are permitted. A basic calculator is allowed for any necessary calculations.
· Please write your answers clearly and concisely. Bullet-point answers are acceptable where appropriate. The quality of your reasoning is more important than the length of your answer.
[bookmark: X5e3411ed97af1b09f029d64df3689264356a037]Part I: Core Concepts & Applications (60 Points)
[bookmark: analyzing-amazon-20-points]Analyzing Amazon (20 Points)
You are on the strategic finance team at Amazon. The board is debating its capital budget for the next three years and wants a clear-eyed view of the macroeconomic risks.
· a) Compare the relative importance of Inflation () versus GDP Growth (Y) for Amazon's valuation. In your analysis, explain the specific channels through which each variable impacts both the Free Cash Flow (FCF) (considering both the retail and AWS (The Amazon Web Services that provides cloud and IT infrastructure as a service) segments) and the WACC.
· b) Beyond inflation and growth, identify one major geopolitical risk that is critical for Amazon's global supply chain. Propose a concrete mitigation strategy and discuss the primary financial trade-off associated with that strategy.
[bookmark: flight-to-safety-20-points]"Flight to Safety" (20 Points)
A sudden international crisis triggers a "flight to safety" in financial markets. You must analyze the impact on the valuation of a major industrial company, General Electric (GE).
Initial State (Before Shock):
· Annual Free Cash Flow (FCF): $5.0 Billion
· Perpetual Growth Rate (g): 2%
· Risk-Free Rate (Rf): 4.0%
· Equity Risk Premium (ERP): 5.5%
· GE's Beta (): 1.2
· Capital Structure: 70% Equity (E/V), 30% Debt (D/V)
· After-Tax Cost of Debt: 4.5%
The Shock:
· Investors rush into government bonds, causing the Risk-Free Rate () to fall to 3.0%.
· Fear of a global recession causes the Equity Risk Premium (ERP) to rise to 7.0%.
· GE's Beta and FCF forecast are assumed to be unchanged for this analysis.
· a) Calculate GE's initial Cost of Equity (Re) and WACC before the shock.
· b) Calculate GE's new Cost of Equity (Re) and WACC after the shock.
· c) Using the perpetual growth model (), calculate GE's firm value before and after the shock. Explain why the valuation changed as it did, despite the lower risk-free rate.
[bookmark: the-soft-landing-scenario-20-points]The "Soft Landing" Scenario (20 Points)
You are on the management team of Nike. It is late 2025, and the economic environment is ambiguous.
· Signal 1 (Cyclical): The global Manufacturing PMI has stabilized at 50.5 after several weak months, and the previously inverted yield curve is now flat.
· Signal 2 (Policy): Headline inflation has been decreasing, but policymakers are signaling they will "pause" interest rates at current levels, not cut them, due to "sticky" core services inflation.
· a) Interpret what this "pause" and weak-but-stable growth environment implies for Nike's target consumer and overall business over the next year.
· b) Propose one specific strategic recommendation for Marketing & Pricing and one for Inventory Management that is tailored to this specific macro environment.
· c) For each recommendation, briefly describe the primary risk or trade-off involved.
[bookmark: Xfdab6e4f065bda52be199046d5d78a250d08c2a]Part II: Individual Reflection on Final Project (40 Points)
This section assesses your personal understanding of and contribution to your group's final project. Please answer based on your team's chosen company.
[bookmark: executive-summary-10-points]Executive Summary (10 Points)
Provide a concise executive summary of your team's final project. State the company you analyzed, your core thesis, and your final strategic recommendation.
[bookmark: the-insight-15-points]The Insight (15 Points)
What was the single most challenging or insightful piece of analysis you personally conducted for the project? Describe the process you followed, the key assumptions you had to make, and the most important finding that emerged from your work. This should go beyond a general summary and provide detail on your own contribution.
[bookmark: critical-reflection-next-steps-15-points]Critical Reflection & Next Steps (15 Points)
Looking back at your project's final recommendation, what is one aspect of your analysis you would refine or one key risk you would investigate further if your team had another week? Connect your answer to a specific limitation you faced or a key concept from the course that you could have applied more deeply (e.g., scenario analysis, WACC adjustments, competitive dynamics).
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