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Define financial management. What are the three major functions of financial
management? How are they related? @0)

Determine the effective annualized cost of financing for the following credit
terms, assuming that (i) discounts are not taken (i) accounts are paid at the end
of credit period (i) a year comprises of 360 days. @0
8 15100030
b 20/10net60
c)  0.5/20 net 30
&) 15/10net60
€)  3.0/15 net 60

Explain the procedure of cash flow estimation for the capital budgeting decision. (20)

ABC Company has outstanding a 12% bond issue with a face value of Rs.1000
por bond and five yoars to maturity. Intorost is payable scminnually. It is
estimated that in the current market situation the bonds should provide annual

return of 16%. @0
Black and White Incorporation has the following capital structure: (20)
Equity 60%
Debt 40%

If the cost of deb is 8% and the cost of equity is 16% and there is 40% tax ratc
on the corporate profits. What is the Weighted Average Cost of Capital?
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Q. 1 What does working capital management encompass? What functional decisions are
involved, and what underlying principle or trade-off influences the decision
process?
(20)
Q. 2 Using Capital Asset Pricing Model Calculate the expected rate of return of ABC
stock from the following information:
(20)
Market Return
12%
Risk Free Rate of Return
6%
Beta
1.2
Explain the basic assumptions of Capital Asset Pricing Model.
Q. 3 (a)
What do you understand by common size and index analysis?
(20)
(b)
In trying to judge whether a company has too much debt, what financial
ratios would you use?
Q. 4 Define derivative securities. Discuss the different kinds of derivative securities.
(20)
Q. 5 What are the different types of dividends? What is impact of stock dividend and
stock split on the share value?
(20)
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FINANCIAL MANAGEMENT
Outline (BBA-191)
UNIT 1:
BASIC FOUNDATION OF FINANCIAL MANAGEMENT
- Creation of Value
- Investment Decision
- Financing Decision
- Dividend Decision Financial Management
- Valuation in financial Management
- The Time Value of Money
- Present Values
- Internal Rate of Return (ERR) or Yield
- Bond Returns
- The Return from a Stock Investment Dividend Discount Models
- Measuring Risk - The Standard Deviation
UNIT 2:
MARKET RISK, RETURNS AND VALUATION
- Efficient Financial Markets
- Security Portfolios
- Multiple Security Portfolio Analysis and Selection
- Capital Asset Pricing Model
- Expected Return for Individual Security
- Certain Issues with the CAPM
- Multi Variable and Factor Valuation
- Extended CAPM
- Factor Models in General
- Arbitrage Pricing Theory
- Option Valuation
UNIT 3:
INVESTMENT IN ASSETS AND REQUIRED RETURNS
- Principles of Capital Investment
- Methods for Evaluation
- NPV versus IRR
- Depreciation and Other Refinements in Cash-Flow Information
- Capital Rationing
- Inflation and Capital Budgeting Information to Analyze an
Acquisition
- Quantifying Risk and its Appraisal
- Total Risk for Multiple Investments
- Real Options in Capital Investments
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UNIT 4:
FINANCING AND DIVIDEND POLICIES
- Theory of Capital Structure
- Introduction to the Theory
- Modigliani-Miller Position
- Taxes and Capital Structure
- Effect of Bankruptcy Costs
- Other Imperfections
- Financial signaling
- Making, Capital Structure Decisions
- EBIT-EPS Analysis
- Cash-Flow Ability to Service Debt
- Other Methods of Analysis
- Timing and Flexibility
- Dividend Policy: Theory and Practice
- Procedural Aspects of Paying Dividends
- Dividend Payout Irrelevance
- Arguments for Dividend Payout Mattering
- Financial Signaling
- Empirical Testing and Implications for Payout
- Share Repurchase
- Stock Dividends and Stock Splits
- Managerial Considerations as to Dividend Policy
UNIT 5:
LIQUIDITY AND WORKING CAPITAL MANAGMIEMENT
- Liquid Assets and Liability Structuring
- Liquidity and Its Role
- Receivables and Inventories Liability Structure
- Management of Cash and Marketable Securities
- The Function of Cash Management
- Managing Collections and Control of Disbursements
- Electronic Funds Transfers
- Investment in Marketable Securities
- Credit and-collection Policies
- Evaluating the Credit Applicant
- Inventory Management and Control
- Uncertainty and Safety Stock
- Inventory and the Financial Manager
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UNIT 6:
FOUNDATIONS FOR LONGER-TERM FINANCING
- The Purchase of Financial Markets
- Nomination and Real Rates of Return
- Yield Curves and Their Use
- Pricing Default Risk off Treasuries
- Features of a Lease
- Accounting and Tax Treatment of Leases
- Return to the Lessor
- To Lease or to Buy/Borrow Decisions
UNIT 7: INVESTMENT MANAGEMENT
- Public Offering of Securities
- Selling, Common Stock through a Rights Issue
- Initial Financing
- Information Effects - Private Placements
- Preferred Stock
- Option Financing: Warrants, Convertibles, and Exchangeable
- The Use of Warrants
- Convertible Securities
- Value of convertible Securities
- Exchangeable Debt
- Managing Financial Risk
- Derivative Securities Heading Risk
- Futures Markets
- Forward and Option Contracts
- Interest-Rate Swaps
- Currency and Commodity Contracts
UNIT 8:
INTERNATIONAL FINANCIAL MANAGEMENT
- Background concept of International Financial Management
- Types of Exposure Translation Exposure Transactions Exposure
- Economic Exposure
- Currency Market Hedges
- Macro Factors Governing Exchange Rate Behavior
- Structuring International Trade Transactions
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UNIT 9:
TOOLS OF FINANCIAL ANALYSIS AND CONTROL
- Financial Ratio Analysis
- Liquidity Ratios
- Debt Ratios
- Coverage Ratios Profitability Ratios
- Market-Value Ratios
- Predictive Power of financial Ratios Financial Planning
- Methods of Analysis
- Source and Use of Funds
- Cash Budgeting
- Pro forms Statements
- Sustainable Growth Modeling
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