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MASTER OF COMMERCE 
.7t4 	 Term-End Examination 

O 
December, 2018 

MC0-007 : FINANCIAL MANAGEMENT 

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

Note : Answer any five questions. All questions carry equal 
marks. 

1. What is financial management ? Explain the basic 
finance functions of financial management. How 
do they evolve risk-return trade-off ? 	4, 8, 8 

2. What do you understand by DCF techniques of 20 
capital budgeting ? Explain with suitable 
examples. 

3. Explain the various approaches that are used in 20 
valuation of equity shares. 

4. What is 'Arbitrage' ? Explain 'Arbitrage pricing 
theory' and the assumptions of this theory. 	4, 10, 6 

5. (a) Discuss the factors that influence the capital 
structure of a firm. 	 10, 10 

(b) State MM Proposition I and explain its 
relevance. 
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6. 	(a) How does credit policy influence (1) Sales, 

(2) Investment in Receivables and 

(3) Bad debts ? 	 10, 10 
(b) What are carrying costs and ordering costs 

and why are they important in inventory 

management ? 

	

7. 	Give an overview of project finance and 

distinguish it from corporate finance. 	10+10 

	

8. 	(a) Nidhi chemicals is operating at a sales level 15, 5 
of Z 400 Lakh. It has a variable cost of 
Z 250 Lakh (62% of sales) and fixed expenses 
of Z 100 Lakh. Calculate operating leverage. 
What changes in profit do you expect if sales 

(a) increase by 5% and (b) decrease by 5%. 

Show the working also. 
(b) Explain the significance of operating 

leverage. 

9. Write an explanatory note on any two of the 

following : 	 10, 10 
(a) Capital Rationing 
(b) Capital Market 
(c) Benefits and costs of lease financing 
(d) Cash Management 
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7)7 : 	OW JR-Jr %ITU fRfuq i 	:04* * 31FRPT el 
1. -r-q-44T Tr-q-AT qzfr t? aim-my fatzr 	qufff 

-Ai-4R I zr-6fchtl 1Act)1( 	 (-14,4-1 

t? 	 4, 8, 8 

2. tA 	 Trff 	(DcF) -NfipZ tr 20 

3471W TP:r- A f? 34 	c c1 dqWul {t0 

3. fqzfer     crA:st 4 fife 31-41RTIIT3ll 20 

4. 4 3-faTquii 4  TEfi t? 4 3t7F19 	 fitikur 

at TR fq-4-r--1 -ce4R-urr3ff 	ch1N-Ri 	4, 10, 6 

5. (a) 14 t 4 	f t-k-cir 	3r3TrfcTa- - )74airy 

TrL-d:rr 	 10, 10 

(b) 	 Piro 	l-11 74 Riot (MM) 31RiT4 I •"T 

aQTr T{:F*1' 344PICII 	cx4Rall 11--A7 I 
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6. (a) TRU 	 (1) fdT-44, (2) 	14.  f9-47T "P.TT 

(3) 1-4ff dui 	rcht-i Mchlt 3 1.iffd-ff 	c t? 10, 10 

(b) 	ttgloi (1141 -ffz11 3T1tV1 (1141 .471 t*U9-1T 71T 

3fT4T 14(44. 	t ? 

7. Li 0 A-if fatl •Wf 

rart -t4 	--d7.R I 	 10+10 

8. (a) 	fiftl 4){i-ichc-H Z400 c1Ti -rd.--zf 'TfT TR (-41(11 15, 5 

WtTet I -F1-4-cri-{-qal 	250 citel (f-qwq 

62%) at ft -R 040 Z 100 Mg t1 

Li 	 31-F1 	-14 Tf 

LiRct 	aTervi chl;f, qrq (a) 	-4 5% chl 

(siqd Aka t 	(b) fqWzi -4 5% 	*1 t 

Aid t 1 chi4 rarq tur-0 

(b) 	 4-w01 -wr au`W.--4Ri 

9. F-1 1-1 	gCl 	at)t 	T i-CR 	ch fetirt futi-R : 
10, 10 

(a) tA. 717f9.7 

(b) f cilAlt 

(c) Fc1111-1 	tgTa 01 4 1 

(d) 31-WAT 
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