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June, 2012

MCO-07 : FINANCIAL MANAGEMENT

Time : 3 hours Maximum Marks : 100

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

1. (a) State the basic financial management 12+8
decisions ? How does a financial manager
conduct risk-return trade off ? Explain with
an example.

(b) Discuss the challenges faced by financial
manager in India.

2. (a) Explain the concept of risk and the types of
risks involved in investment in an asset. 10+10

(b) Explain “Time value of money”. Discuss’

the role of interest rate in it with an example.

3. (a) Explain with examples, the various
approaches used for valuation of equity
shares ? 12+8
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(b) The market price of a bond is Rs. 1,800
whose par value is Rs. 2,000, coupon rate
9% and maturity after 8 years. What rate
of return would an investor earn if he buys
this bond from the market and holds it till
maturity. Use the interpolation method.

4.  What is the CAPM approach for calculating the
cost of equity capital ? Explain the difference
between this approach and the constant growth

approach. Which one is better and why ? 10,10
5. Given below are two investment proposals with
earning before depreciation and tax. , 10,10

Project - X Project - Y

Initial Investment (Rs.) 50,000 60,000
Life 4 Yrs. 5 Yrs.
Additional Sales revenue Rs. 20,000 p.a. 18000 p.a.
Additional exps. (Rs.) 5,000 p.a. 4000 p.a.
Tax rate. 40% 40%

Evaluate them on the basis of payback period and
ARR, and state as to which one is superior on

each basis.
6. (a) Whatis Net Present value ? State its merits
and demerits as a method of capital
budgeting. 14+6
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(b) Suppose a TV manufacturer plans to
manufacture 30,000 CTVs. for the year
2009. If purchases colour picture tubes from
other manufacturers. It annual requirement
of colour picture tubes is 30,000 units. The
purchase cost is Rs. 3000 per colour picture
tube. The ordering cost is Rs. 450 per order
and carrying cost per annum is 10%.

Determine the EOQ.

7. (a) What are the sources of long-term finance
and explain any one of these with its
advantages and limitations. 12+8

(b) What are the recent developments in capital
markets in India ?

8. Explain the concept of lease financing.
Distinguish it from hire purchase, and explain
briefly the various forms of lease financing. ~ 4+6+10

9.  Write explanatory notes on any two of the
following : 10+10

(a) Capital structure

(b) Determinants of Dividend Payout ratio
(c) Financing Working Capital

(d) Operating leverage
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smuRyE facia way foEl =1 S SIS
T T weivess Sifey gea™ 999 8 &R
HIA T 7 ISR Wied SARA] I |

YRd U U fatiigsd Yegs & e AW de
Tl 1 fad=m Hifew|

12+8

i@+ Sweq qon T it & e o
fafsa Sl %t =men Fifa 10+10
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3. (a) Sfeeet IR & gouihd Y fafiE sraymonet 12+8

(approaches) 1 I3V Tl AT HIfST |

(b) TH IS FH AR T 1,800'%. ¥, T o1 wopege
2,000 € T, F99 X 9% T U1 39 HT gRgaad
Hqafy 8 ad T =@ Fave = yem
HRSa wom 9 39 9 ® w9 4 @ie §
3R 3V ufkgeard o fafs 9 @A g1 Sexdem
fafy =1 39am =i

4. el YST AR I IO S % CAPM STEUROm
W 1 e § 7 $H SYIURT G Wad 916 (constant
growth) STHYROT H 3T FT =& HIf9q) 37§ 9

I G daT & i R ? 10,10
5. HUgd aEH @ 9 & < fHaw ywe freafated
¥, 10,10
TN -X IR - Y
YR 997 (3.) 50,000 60,000
Sita @ 4 3 5 &y
Jrfafiaa faws ama 9fa
- 20,000 p.a. 18,000 p.a.
T (T.)
fafted =g gfa ad (3.) 5,000 p.a. 4000 p.a.
Exicaker 40% 40%

‘T S eraty’ qun ' AEiHT Y €U (ARR) ¥ STUR
W ET A AR B, q91 FARC R YR AUN |
HI T ASIEE 399 7 ?
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6. (a) Troe adum e | w A 37 gt awien
%) ww fafy & w9 H 39 F O aA AN W=
IeerE ST | 14+6

(b) wF @ T A fafmia o 2009 F fog
30,000 Tit .. M HT QS T R T8
e fafmfarsll @ wer fre=x == Tl €|
79 1 Hor [YFER o &I FIE STTeFHd
30,000 39T & | JeA% FHer foaer g8 1 %3
ANTE 3000 5. 1 G Y ST A 450 5.
Hfg 3eT & 9 Wi WA & A 10% T 39
% anfefer ey W (EOQ) 1 fRafwor shifs )

7. (a) e\ fag & fafye wd w St Sifee
qa e B A ot s &9 w ST F AN A

gaiefl & 91y ST i | 12+8

(b)  wa % Yol SR H gu T fawm w0 § ? s
HifT |

8. W fa<iaT & HoheUdl &t oM HifSY qo1 36
TR 9 Yolel! % s 3¢ 9dey, IR o fastam
¥ fafimr gl w1 Ga A e Hif 4+6+10
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9. fFrfeafad ¥ | fF=f 37 W sareawas fewforay
forfg ; 10+10
(@) it "o
(b) fefaee yram erquma
(c) e Yuit o fadiam
(d) vReEmew e
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