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Instructions for Candidates

e
1. Write your Roll No. on the top immediately on receipt of this question paper.
2. Attempt all questions.
3. Part of the questions to be attempted together.
4. Marks distribution is mentioned against each question.
5. Use of simple calculator and Mathemati-cal tables are allowed is allowed.
6. Answers may be written either in English or Hindi; but the same medium should

be used throughout the paper.
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2

A person deposits Rs. 1,00,000, Rs. 2,00,000, Rs. 3,00,000 and
Rs. 4,00,000 in his deposit account at the beginning of 1%, 274, 3 and 4%
year respectively. Determine his account balance at the end of 4% year if the
interest rate is 12% p.a. €))

Define risk-return trade-off. Why is it important while investing money?

®)
OR

Rs. 1,000 is deposited into an interest-bearing account that pays 10%
interest compounded yearly. The investor’s goal is Rs. 1,500. How many
years must the principal earn compound interest before the desired amount
is realized? )]

“Financial management is more than procurement of funds”. What do you
think about the responsibilities of a finance manager? 9

The Capital of Sun Ltd. is as follows :

9% Preference share of Rs. 10 each Rs. 3,00,000
Equity shares of Rs. 10 each Rs. 8,00,000
Rs. 11,00,000

Additional information: Profit (after tax at 35%) Rs. 2,70,000, Depreciation
Rs. 60,000, Equity dividend paid at 20%, Market price of equity share
Rs. 40.

You are required to compute the following :
(1) Dividend yield on equity share.
(i) Earnings per share.

(iif) Price-earnings ratio. )

What is Capital Budgeting. Discuss any two techniques of capital
budgeting. )
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OR

(@) A firm whose cost of capital is 10% is considering two mutually exclusive
projects A and B, the details of which are :

Year | Project A (Rs) | Project B (Rs.)
Cost 0 1,00,000 1,00,000
Cash inflows |1 10,000 50,000

2 20,000 40,000

3 30,000 20,000

4 45,000 10,000

5 60,000 10,000

Compute the Net Present Value at 10%, Profitability Index, and Internal rate
of Return for the two projects. (18)

@

3. (a) Star Ltd. has the following capital structure :

Book Value (Rs.) | Market Value (Rs.)
Equity Capital
(25,000 share of Rs. 10 each) 2,50,000 4,50,000
13% Preference Capital
(500 shares of Rs. 100 each) 50,000 45,000
Reserves and Surplus 1,50,000 -
12% Debentures
(1500 Debentures of Rs. 100 each) | 1,50,000 1,45,000

The Cost of equity is 15.77%, Cost of Preference share is 15.80% and
Cost of Debentures is 9.10%. You are required to compute the weighted
average cost of capital for the existing capital structure using market value
as weights. €)]

(b) Distinguish between operating leverage and financial leverage. How the two
leverages can be measured? 9)

OR
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State the different approaches to the calculation of cost of equity. Are retained
earnings cost free? €))

The following information is available in respect of two firms, P Ltd. and Q

Ltd. :
(Figures in Rs. Lacs.)

P Ltd. Q Ltd.

Sales 500 1000

-Variable Cost 200 300

Contribution 300 700

-Fixed Cost 150 400

EBIT 150 300

-Interest 50 100 °
Profit before Tax 100 200 .

You are required to calculate different leverages for both the firms and
comment on their relative risk position. C))

The relevant information for XYZ Ltd. for the year is given below :

Sales : Rs. 80,000
Cost of Goods Sold : Rs. 56,000
Opening (Rs.) Closing (Rs.)
Inventory 9,000 12,000 -
Accounts Receivables 12,000 16,000
Accounts Payable 7,000 10,000 £

What is the length of Net Operating Cycle. Assume 365 days in a year.
©)

What is the significance of working capital for a manufacturing firm?
What will be the consequences of shortage and excess of working
capital? )]

OR
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Weekly sales of a product are 4,000 units @ Rs. 3 a unit, six weeks credit
is given. Unit cost is as follows :

Direct Material Rs. 1.25
Direct Labour Rs. 0.50
Overhead 4,000 per week

Planned stock includes Rs. 25,000 raw material and 20,000 units of finished
goods. Creditors are paid after 4 weeks of delivery of goods. Overheads
are paid after 4 weeks of expenses. Wages are paid every weekend. Work-
in-progress is 2 weeks. Prepare Working Capital Requirement. €))

What are the essentials of Walter’s dividend model? Explain its shortcomings?

©)

Calculate the portfolio return and portfolio risk of a portfolio with the given

information :
Security Return of Security Risk of Security
X 12% 13%
Y 6% 5%

The covariance between the securities is 0.0045 and investor has invested
40% in security X and rest in security Y. ®)

How do contemporary issues such as fintech innovation, ESG investing,
and global economic volatility reshape traditional financial theories and
practices?” ©)

OR

A company expects to pay a dividend of Rs. 8 next year which is expected
to grow at 6%. It retains 20% of the earnings. Assume a capitalization rate
of 10%.
You are required to :
(i Calculate the expected earnings per share (EPS).
(i) Return on equity (r).
(iiiy The value of equity share using P/E model and dividend growth
model. (18)
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