Mutual funds perform the function of for their
shareholders.
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A company faces two investment projects to choose one of
them, each costing JD 10,000. The expected cash flows
from the first project are JD14,900 after four years, and the
expected flows from the second project are JD16,100 after
five years. Using net present value, which project the
company choose if the discount rate is 9%.
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. ° The second project is better because it has a net

present value that is higher by JD 91.6 than the first

project. & s il e )i 91,64 adad il Giay 45Y Juadl G ¢ 5 il
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. © The second project is better because it has a net

present value of JD 463.9. ila iy Y Juail (Ul ¢ 5 il
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« U The first project is better because it has a net

present value of JD 555.6. (ila Gisy 43Y Juadl J5¥1 g 5 pial
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« 7 The company should reject both projects because

they achieve a negative net present value. u=é,i4 Je
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The spreading of losses incurred by a few individuals over a
larger group, so that average loss is substituted for actual
loss, is known as
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. transfer of risk. _hlad Ji
. ' pooling of losses. siluall gwas,

« ° loss indemnification. & uall oy e,
« ' fortuitous loss. 4xigiall ye s jull,



