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< MASTER OF COMMERCE
: Term-End Examination
g December, 2018
MCO-007 : INANCIAL MANAGEMENT
Time : 3 hours Maximum Marks : 100

Weightage : 70%

Note : Answer any five questions. All questions carry equal

marks.

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

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

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

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

(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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(b)

How does credit policy influence (1) Sales,

(2) Investment in Receivables and

(3) Bad debts ? 10, 10
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)

(b)

Nidhi chemicals is operating at a sales level 15, 5
of T 400 Lakh. It has a variable cost of

T 250 Lakh (62% of sales) and fixed expenses

of 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.

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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fodta wory = 8?7 MeRye fadta wRl @1 aofq
ifve| I8 foe yoR Afgu-yoa qEs= 91
g? 4,8 8

YSit SSfST Wt Hrdt T Ashs waTE (DCF) fafrdli @ 20
3119 ST JH § 7 SUYE Sl |igd aui wifey |

St Yol & g o & faf sarene 20
1 FUH T |

"FquE’ | ®?  SAwuvH wia i fagr’
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St AT FifST | 10, 10
(b) T freart @ faer (MM) w&E 1 &1 9ol
HIT qAT 3T SUAFTH Tl =ARS FHifS |
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6. (a) ur@ Afg (1) fawa, () wral 7 a9 qen
(3) <T@ 01 H FHY YR gIfad w2 10, 10
(b) TEE A A€ ARY AR M E T TS
wery B i weegul § 2

7. i@ foaa o fagecisd Sifse agn 3u
foa @ =R SR 10+10

8. (a) fTafu Sfercw T 400 irE ok W W 9= 15, 5
FE S| 3ES! ufiEd e 250 @@ (fasa
FT 62%) 3R R =97 T 100 TG g1 THH
faTed diats J9 SISl 9 o | F
oftada i erE &4, Al (a) fosma T 5% =t
Tgd 8 9t € 3R (b) faska # 5% = w=H A
St ® 1 v fafy o feagd
(b) URETE A & He 19U it

9. Trafafea ¥ frdl & W foramyde fooroft fefa .
@ s T 10,10
(b) I5ftaew

() v fadiaa & A 9 artd

d) VHg Yo
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