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English Answers :

(1) It becomes the leader in the industry due to high market
growth rate , large market share resulted in it is a star business , so
development strategy could be adopted.

( 2) Sales growth rate of 12% that is higher than sustainable
growth rate of 8% , this situation is cash shortage. Return on

investment of 9% is higher than the cost of capital of 7% , which

belongs to value creation.
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( 3) Cash shortage and value creation are in the first
quadrant , related financial strategy adopted is as follows :

Firstly , to identify high speed of growth is temporary or
permanent in nature. If it is temporary , company should finance
the funds through borrowing , and then use the surplus cash to
repay the borrowing after declining of the sales growth rate. If this
situation is expected to last relatively long time , short-term
borrowing would not resolve , thus the company must adopt

——

strategic method to resolve the cash deficit problem

© e i
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There are two ways to solve the long-term , high-speed growth

funding issues : the first one is to increase the sustainable growth
rate , and make it closer to sales growth rate , increase the cost of
equity , increase the funds needed for growth. The methods to
increase sustainable growth rate include improving operational
efficiency and changing financial policies. If the increase in sustainable
growth rate would not resolve the cash deficit problem , equity capital
should be increased. The methods to increase equity capital include
issuing additional shares and acquiring mature companiessgmi
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