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A firm has a debt ratio of 0.4 . The firm also has a debt beta of 0.75 and an equity beta

of 1.50 . The expected return on the market is currently 11% and the risk-free interest

rate is 5% .

What is the required return on an investment project that expands the firm’s existing

operations while maintaining the current target capital structure?

(A)
(B)
©
(D)
(E)

10%

11%

12%

14%

15%
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