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Time:2 1i2 flours

N.B,: 1. Q.l is compulsory.
2. Q,2 to Q.5 are compulsory
3. All questions carry equal marks. ,

4. Working notes should form part of
5. Use of simple calculator is allowed.

Marks :75

answer.

Q.1A) Select the correct the sentence. (Any 8)
1. Top management of the 1n framing __strategy as it has long term

Graham and Dodd
rnvestments rninvestors to make

c) bank d)
regulated

a) RBI b)€fiBl c) AMFI d) NISM
8. The'possibility that a bond issuer will not be able to pay interesf or principal amount when
they are due is called
a) reinvestment risk b)'liquidity risk c) legislative riskdldefault risk
9. Customer evaluation is perfonned taking into consideration the 

- 

model.
a) 2C's b)3C's c) 4 C's.d)fC's
10. Receivables Management deals with
a) receipts of raw materials ffiebtors collection c) cleditor's management d) inventory
management

Q.lB) State whether the foltowing statements are True or False (any seven) {7)
1. Business Strategy focuses on specific market segment or business unit (SBU).

2.The project with highest net present value shali be ranked first.
3. Capitat rationing is used by companies to ensure that only the most feasible and profitable
investments are made.
4. A decision tree is a diagram representing a decision problem as a series ofdecisions to be

taken under conditions of uncertainty.
* A mix of various long term finances used by a company is called capital structure. ,--':-
6. Stable dividend policy has negative impact on the rnarket price of shares.

, 7. A close'ended mutual fund is one that sells and repurchases units at all times.
8. Current yield is samc as Yield to Malurity (YTM).
9. When credit period is increased, bad debi expenses decreases.

10. Mutual Fund schemes offer guaranteed returns to investors. 2"
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Ocean Ltd is the two machines rch-dse

.:'l'.

The1ifeofthepro.!ectis3years.ComputeNP\zoftheproject
. F;;th. above giu"o p-j*ct'details, ealculate the sensitivity of the (a)Project cost (b)

., ' Variable cost and (c) Sales.Indicate the rnost sensitive variable'

e.3 A) Two companies Seera Ltd and Geeta Ltd are identical in all respects except the 
-(Sl

;;#"f f.r"i^g-. Seeta Ltd,hu, ?,/: debt of Rs 7 lakhs, whereas Geeta Ltd has no debt. Both

thJcompani., ur?*urning profits 
-b:Ft. 

tax of Rs 5 iakhs each. The equity capitalisation rate is

ll%and the corporate tai iate is 30%'
yd;;;;A;i;-d to compute rnarket value of the two compauies (levered and unlevered)

usingModigtiani_MiltertheorywithCorporafeTaxation.

The

Which all from the above investments should be undertaken? Assuming that the projects are

indivisibie, you are required to use NPV method to rank the projects. Assume that there is no

alternative use of the money allocated for caPital

Q,2 C) Peace Ltd is a
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-EctrinenMachine AYear
0Initial cash outflow ( Rs)

Expected life-
0,Salvage value at the entl of

year 5 (Rs)

I
5

,000

50,000Eamings bet-ore dePreciation
and taxes

50,000-t 5o,ooo '1

30,00070,0003
70,00080,000
85,00090,000E

J

)ruIl t4ulrrL:
Profitability trndexCost RsProject

l.2a
1.50,0001

1.203,50,000
4,50,000
2,00,0005

6

Rs in croresSr.No
500trnitial
700Sales2
200Variable costpj1_3
120Fixed cost
8%
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Q,3 B) Jolly Ltd is expecting an annual EBIT of Rs 8,00,000. The company has. raised
Rs 20,00,000 from l0% Debentures. The cost of equity capital or capitalisation rate is
18%.You are required to calculate the total value of the company and overall cost of
capital.

oR.

Q.3 C) Following inlbrrnation is given fbr Joy t.td (1s)

Earnings per share
Dividend per share
Cost of Capital (ke)
Internal Rate of Return (r)
You are required to calculate market Srrice p

(a) Gordon's lbrmula
(b) \Yalter?s formula

Rs 40
Rs8
t7%
a10/
LL /I)

Q.4 A) Sunder Mutual Fund provides you the following portfolio of its
scheme as on 30'h Septernber, 2024.

balanced advantage.''

,. (1s)

Portfolio holding Cost in
Rs lakhs

Llsted equity shares of TCS Ltd (500 shares @ Rs 4,000) 20
I-isted equity shares of SBi (3000 shares (@ Rs 500) 15

!1qted equity shares of-HDFC Bank(500 shares (@ Rs 1,000) 5
Dividend receivable on above shares 2
Bonds at cost ofpurchase t6
Interest receivable on bonds 2
Expenses payable
Cash at Bank accounts

Additional information :

1... Number ofunits of Rs l0 face value each is 10,00,000.
2.. The closing markct price of the equity shares as on 30'h September, 2024 are as under:

TCS Ltd Rs 4,400
SBI Rs 800
HDFC Bank Rs I,500

3. Value of Bonds have appreciated by 10% of purchase price as on 30th September, 2024.
You are required to cornpute the Net .Asset Value (NAV) per unit on 30th

September,2A24.

-0Rg.{$ Corola Ltd is considering investment in one of the following Bonds. (S)

Compute both the bonds and give your suggestion for selection of bond

Fage 3 of4

Bonds Coupon Purchase price (face
value Rs 100)

REC 6% 8 years t2a
N}IAI 10./L/U 7 years 80
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:.
three levels of strategY?

Q.5 B) Explain any seven factors
i .r,

Q.5 C) Write Short Notes $E Etre

diagram and ',,' (8)

Capitai Structure of a comPanY

(Rs3.dmnualAverage
collection

period
(Davs)

Credit Policy

30
4t)
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A 35,00,00(

B 40,00,00(

deterrnining
OR

be.st, tredit policy which

(7)

(1s)

You are required 16 sflr'ise the CF'O of the companv regarding the

should be adopted. Assttnte 360 days in a year''

Explain each of these with

1. Significance of dividend policy;
2. Decision Tree AnalYsis
3,'Wealth maximization
4. Advantage of Mutual Fund
5. Discoirnted FaYback Period
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