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MCO-07 : FINANCIAL MANAGEMENT

Time : 3 hours Maximum Marks : 100
Weightage : 70%

Note : Attempt any five question. All questions carry equal
marks.

1. (a) Discuss the meaning and nature of Finance 12+8
Function.

(b) In what ways is the wealth maximisation
objective superior to the profit maximisation
objective ? Explain.

2. (a) Discuss the concept of Return and its 8+12
different dimensions.

(b) What is CAPM model and its use to
determing the stock prices ?

3. (a) What is capital budgeting ? Why is it
significant for a firm ? 10+10
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(b}  Equipment A has a cost of Rs. 75,000 and
net cash flow of Rs. 25,000 per year for six
years. A substitute equipment B would cost
of Rs. 60,000 and generate net cash flow of
Rs. 24,000 per year for six years. The
required rate of return of both equipments
1s 10%. Calculate NPV for both the
equipments. Which equipment should be
accepted and why ? PV interest factor Re 1
at 10%

Year 1 2 3 4 5 6
Value | 909 | 826 | .751 | .683 |.620 .565

4. (a) Define Cost of Capital ? Explain its
significance in financial decision - making.

(b)  What is Capital Rationing ? Explain with
suitable example. 10+10
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What is a debenture ? Explain the features
of debenture. 7+13

(b) What is difference between the primary
market and the secondary market ? Briefly
describe some significant developments in
the stock market.

6. (a) Give an overview of project finance also
discuss the criteria for successful project
financing. 10+10

(b)  What is Venture Capital ? Discuss the

regulations of SEBI on Venture Capital
funds in India ?
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8. ()
(b)
9. (3
(b)
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Explain the concept of financial leverage.
Show the impact of financial leverage on
earnings per share. 10+10
Explain the nature of the factors which
influence the dividend policy of a firm.

How is working capital affected by (i) sates,

(ii) technology and (iii) production policy ?
Explain. 10+10
Why should inventory be held ? Explain the
objectives of inventory management ?

Discuss the concept of Optimal Capital

Structure. 8+12
The following data is available for ABC Ltd.
(Rs.)

Sales 8,00,000 /-

Variable Costs 4,50,000 /-

Fixed Cash 80,000 /-

Debt 5,00,000 /-

Interest on Debt @ 10%

Equity Capital 6,00,000 /-

Calculate ROI, Operating, Financial and
Combined leverage. Also ascertain the level
at which EBIT will be zero.
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faita w1 & a1 w yfa &1 5= wifoqw) 12+8

HUST &l AfUHIH FA HT I/ A1l H)
Sfyhay £ F I 4 fFY YFR e 2
T SHifST |

YA ®1 GHeydl a9l s9& fafuy= e
(dimensions) T F=i i | 8+12

{st wfmmafa #ma frafoon wisa (CAPM)
HT T AU THHRT Lok Hiaal & Fruico § /@
T ?

ot a=ifen RN ¥ 2 9% wH & fag =i weag
27 10+10
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(b)

(b)

(b)
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ITHI A’ FT AR 75,000 F. T FR IqH
fad U yamE : 99 a% gfa a9 25,000 %.
Bl TH AR ST fSHERT @G 60,000 B,
3R g fToa Uws ¥a® ©: aul q% gha o9
24,000 %. 395 HAM| ] ITHIN ! AT
eI T 10% B 1 Sl ST T Fae SaHe
T T FHINC | HIA T ITHWT R foman
S ey oK = ?

1% % 10% T FaHE o4

EL| 1 2 3 4 5 6
T | 909 | .826|.751|.683|.620|.565

ISt FT o w1 i dfse faxda fofg
T T 3% Tecd i AR HIfT | 10+10

STt TR 1 2 1 ST ISR Wi S
ot

fea=r 7 g 87 feo==r &) fagiwanstl =
ERERCAIE ] 7+13
ierfie AR 3R fgdtas IR o &= 3faw 2 2

Wi IR § F© Aecaqul ([aehrdl o1 Hira d

Ui Fifg |

YT Tt =1 fogrerciien SifsT 37 U §hel
i fadta & faq @ #1 == Sife |

Sifem gsit s 82 Sifem ISt W At (SEBI)
& fafraaal &1 ==t Sifaw | 10+10
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7. (a) foxita oftens &1 dehou &1 smen Hifa)

gfd I 3 R o dfens %1 g saEd |

(b) H T A AT H geifad FY T aat
Wehid i SATEAT HifST | 10+10

8. (a) chrEleler ST (i) Farsra, (i) AeReiten @R (i) Seug
i 9 form yoR gufaa gt 87 10+10
(b) I I @ S BT ? Wi yay F siya)
1 ST FHIC

9. (a) TAH ST TIEA F HFOT F AT FIC | 8412
(b) TSLE. fafmee & aiwe Freafafeg € .

B,
[EER 8,00,000
qfiEd! ama 4,50,000
feeR T 80,000
o1 (debt) 5,00,000
F R N @ 10%
HESCIRT 6,00,000

T o e, i, fasd we e ot
I A FINC | TE ot s TR RRg wR W
EBIT ¥ &t |
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