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7) Calculate the WACC for GM assuming a r=3% and a 5% market risk premium.

A: On 3/2/2011, the yield of GM bonds was rp=7% [ 1], market cap E=49.32B [2], beta=1.37 [2],
and total liabilities at the end of 2010 of D=103.72B [3]. The CAPM estimate of
r5=3%+(1.37)5% =9.85%. So WACC = 7.9%.

[1] http://reports.finance.yahoo.com/z1 ?is=general+motors)
[2] http://www.google.com/finance?client=0b&q=NYSE:GM
[3] http://www.google.com/finance?q=NY SE:GM &fstype=ii



