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MCO-007 

MASTER OF COMMERCE 

Term -End Examination, 2019 

MCO-007 : FINANCIAL MANAGEMENT 

Time • 3 Hours) 	 [Maximum Marks : 100 

Weightage : 70% 

Note : Answer any five questions. 

1. (a) 	How does the financial decision making involve 

risk-return trade-off ? Explain. 	 [10] 

(b) 	How is the goal of wealth maximisation a better 

criterion than profit maximisation ? Discuss. [10] 

2. A company has an investment opportunity costing Rs. 

• 50,000 with the following expected cash inflows: 

Year Inflows (Rs) PVF (10%) 
1 70,000 0.989 
2 70,000 0.826 
3 70,000 0.731 
4 70,000 0.653 
5 70,000 0.621 
6 80,000 0.564 
7 10,000 0.513 
8 16,000 0.467 
9 10,000 0.424 

10 4,000 0.386 
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Find out the net present value and profitability index by 

using 10% as rate of discount. 	 [20] 

(a) Discuss the factors influencing the capital 

structure of a firm. 	 [10] 

(b) Why is the debt cheapest source of finance for a 

profit making firm ? Discuss by giving examples. 

[10] 

4. What is Net Operating Income (N01) approach ? What 

are its assumptions and implications ? 	[5+15=20] 

5. The following is the information of firm : 

Sales 
Variable Cost 
Fixed Cost 
Debt (10% rate of interest) 

Amount (Rs) 
5,00,000 
3,50,000 
1,00,000 
2,50,000 

Calculate the financial leverage, operating leverage and 

combined leverage. The firm wants to double its earnings 

before interest and tax (EBIT). How much of a rise is 

needed in sales on a percentage basis ? [20] 

6. (a) 	What is factoring ? What are its functions ? [10] 
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(b) 	What is Securitisation ? What are the functions 

of special purpose vehicle ? 	 [10] 

7. (a) 

	

	What are the objectives of inventory 

management ? How are they similar to objectives 

of cash management ? 	 [6+6=12] 

(b) 	Explain the Economic Order Quantity(EOQ) 

model of inventory control. 	 [ 8 ] 

8. What is credit policy ? Discuss its objectives and 

variables. 	 [4+8+8=20] 

9. Write short notes on any two of the following :[10+10=20] 

(a) Foreign Exchange Market 

(b) CAPM 

(c) Types of Costs 

(d) Venture Capital 

x 

MCO-007/25000 	( 3  ) [P.T.O.] 



711. .1.4.-007 

	

G1114314 	tiloci-Arit X41 	1 (ii. cMi) 

	 tItffT, 2019 

TT .3 	: 

	

WM.  : 3 Er4 
	

afftn--ffr 	: 100 

: 70% 

9Ye : 	trfq 3:Pt t 	titql 

1 	(a) 	f4-44 l'utz:(ff 4 titm-gmzr 	ftu 1CbR 

? 	 [10] 

(b) 	Titfq 	 ct)t 	d1 1-1 	

cbt; t 	# 1%7 ;RR- 

i 	 [101 

W3cit t 71-ti bM2T3-T4-fTT t 01 410 50,000 

lcs 311c* 	: 

MCO-007/25000 	( 4 ) 



qtf 3t-46 (b.) PVF (10%) 

1 70,000 0.989 

. 	2 70,000 0.826 

3 70,000 0.731 

4 70,000 0.653 

5 70,000 0.621 

6 80,000 0.564 

7 10,000 0.513 

8 16,000 .0.467 

9 10,000 0.424 

10 4,000 0.386 

10% TM tit it4a.  OTIF 	 lqcrl 

old tfkqi 

3. (a) 	tb-4 	ter ti(t•ir 	5r4T1ro ctK 	cbRcni 

ugi titqi 	 [10] 

(b) 	c11'#i WIT4 q1A thlt   TWIE 

acf 	 ? 	FitffzltaI tf"A7I [10] 

4. fk-4q t1 -Zr1ci-1 317f (N01) 31T-TT711 qz11 	? Tfit 

ItTilk aTIT 1*-dret ? 	 [5+15=20] 

5. crT of t al* Tff A.  FT : 

Tiff (b.) 

4 WT 	 5,00,000 

of t-Of WTIff 	3,50,000 

P-fizit 	 1,00,000 

itui (10% ail 	 Tt) 	2,50,000 
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? 	 [20] 

6. 	(a) 	it-qEffT1-  qz[r t ? Tfrt qz[r cm4 t ? 	[10] 

(b) 	4 44\  cbttil 	 t? 	 \JR?:f c11-1 

q-,trr c[114 	? 	 [1 0 ]  

(a) t14) wow   t? zff AST 

3t4711. 	14ti TeT ti+11-1 t ? 	[6+6=12] 

(b) M-Atir t aift ailtRT TT1 I1 (EOQ) 

W.  qui-1 WI: 71 	 [8] 

8. FMI 	qzfr t ? 	*zit mir 	r it4qff tritql 

[4+8+8=20] 

9. f*IWZslc1 4 # ft4t 4 T-TT 	 Cr#ft[ Ru-IPKIT 

[10+10=20] 

(a) f4t4 	 es11‘41t 

(b) 4Rt1 	qR1 	4 fir Ifft-U (CAPM) 

(c) cll 1 Icl 	Wt• 

(d) Q1 4-1 it 
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