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‘Instructions for Candidates

t.  Write your Roll No. on the top imme
of this question paper.

b

Attempt all questions.
: ;

3. Al ,quéstions ‘cal;ﬁry equal marks.
X1 ) _

4. Use of Simple Calculator and is allowed.

5. Answers may be written either in English or Hindi;
_but the same medium should be used throughout the
paper.

Notc: Financial Tables will be provided to you in the
Examination Hall.
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1. (a) What do you understand by risk and return of a
security? Explain the relationship between them. an
How risk is different from uncertaint ) @® )
Prefofers T W Roh ffere -

(b) What do you mean by Time Value of money?
Explain the reasons for Time Value of money. ) )
(%) Rt A = HFarET

How can time be adjusted in financial decision

making? : (10)
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OR

(a) (i) Mr. Mahesh is expecting to receive Rs.10000;

Rs.20000 and Rs.30000 at the end of
first year, second year and third year
from now. If interest rate is 10% p.a.
calculate the total present value of the
amounts received by Mr. Mahesh over the

next three years.

(ii) Mr..:‘Mahesh is to rebeive from second
investment Rs.40000 (Future Value) at the
end of 5 yearé from now. If the iﬁterest’ rate
is 15% p.a. find out the present value of the

second investment.  (4x2=8)

‘»Explain in brief any four sources of short-term

finance. . ; (10)

2. What do'you mean by Ratio Analysis? Briefly explain

its significance and limitations. (18)
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OR

A project requires an initial investment of Rs.400000.
It'is estimated to have a life of 6 years. The estimated

net cash flows are as under

. )
Year Net Cash Flow (Rs)
1 50000
2 : 70000
3 90000
4 100000
5 110000
. v o
6 80000
Cost of capital is '10%. Calculate
(a) P.ayback Period
(b) Net Present Value A )

(c) Internal Rate of Return of the project

Assume that the standard payback period is 4 years.

Should the project be accepted as per each of the

above measures? ' (18)
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iE ABC Ltd has the follewing capital structure

‘Equity Share capital (face
value Rs. 10 per share) Rs.10,00,000
10% Prefererice Shares (face :

‘ )va_lue Rs. 100 per share) Rs.2,00,000

12% Debentures (face value e
'Rs.100 per Debenture) Rs.8,00,000
Total ' _ Rs.20,00,000

All these se@urit_ies are traded in the market. Recent

prices are :

Debentures @ Rs.110 per debenture

Preference Shares @ RS.120. per share

- Equity shares @ Rs.25 per share

he company expects to pay a dividend of Rs.2 per
share at ihe end of the year which is expected to
grow at 7% p.a. The company pays income tax @
30%. Calculat_e the company;s cost of capital using

market value weights. _ (18)

* P.T.0,
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Calculate the degree of operating leverage (DOL),
degree of financial leverage (DFL) and the degree of
combined leverage (DCL) for the following firms and

interpret the results.

Particulars Firm A | Firm B Fi:zﬁ)C
Output (units) 60,000 | 15,000 | 1,00,000
Fixed costs Rs) | 7000 | 14,000 | 1,500
Variable cost per unit (Rs) 020 | 150 | 002
Interest on borrowed funds (Rs) | 4,000 8,000 ———
Selling price per unit(Rs) 060 | 500 | 010

; 1 _

) (18)

4. (a) What are the different types of dividends? Explain
them. . (8)

(b) Explain briefly the factors which influer~e the
dividend policy of the firm. (10)

OR

(a) What are the factors affecting working capital

requirement in a manufacturing company? (8)
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1 50000
2 70000
3 90000
4 100000
5 110000
6 80000
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(b) The cost of XYZ Ltd provides the following data :

Particulars Cost per Unit (Rs)
| Raw materials 50

Direct Labour 20
| Overheads 30

Total cost 100

Profit ' 20

Selling Price 120

Average aw material in stock is for one month.
Average materials in work-in-progress are for half
month. Credit allowed by suppliers one month,
credit allowed to debtors one month. Average time
lag in payment of wages 10 days, average time
lag in payment of overheads 30 days, 25%.0f the
sales are on cash basis. Miﬁimum cash balance to
be maintained is Rs.1,00,000. Finished goods lie in
the warehouse forxone month. .

Estimate Net working capital requirement .for an

annual output of 54000 units. (10)

P.T.O.
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5. /(a) Mr X holds the following portfolio

Share Beta Investment

P 0.6 600000
Q JRE T
R 14 240000 )

What is expected rate of return on his portfolio, if
the risk-free rate is 6 percent and the expected

return on market portfdlio is 15 percent. (8)

(b).Explain briefly any four latest contemporary issues
. -5 i i

in Finance? ‘ Gk 7, (10)
OR

Writ'-e short notes on ;
(a) Valuation of Equity shares ' )

(b) Valuation of Bond

(¢) Stock-split and bonus shares (6%3=18)
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