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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. (@) How does the financial decision making involve

risk-return trade-off ? Explain. 101

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

criterion than profit maximisafion ? 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

'8 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]
3. (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. Whatis Net Operating Income (NOI) approach ? What

are its assumptions and implications ? [5+15=20]
5. The following is the information of firm :
Amount (Rs)
Sales 5,00,000
Variable Cost 3,50,000
Fixed Cost 1,00,000
Debt (10% rate of interest) 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(E_O'Q)

model of inventory control. - (8]

8. What is credit policy ? Discuss its objectives and
variables. {4+8+8=20]

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

(a)
(b)

(c).

(d)

Foreign Exchange Market
CAPM
Types of Costs

Venture Capital
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3igars (%.)|PVF (10%)
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