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Distinguish between systematic and unsystematic risk 

: Business Finance 
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Attempt Any Four Parts. Each Question Carries5 Marks. 

Year 

Calculate the expected rate of retürn for securities from the following information. IRF| CO 1 

=10%, Rm= 18%, Beta=1.35 

Explain the role of risk in investment decision 

Net 

DISCuss the different types of investment risk, and how can they be mitigated or CO1 1,2 

managed? 

A 16% bond with face value of Rs 250 is available for Rs 200 in the market. Find out CO1 
the yield of the bond 

cash 

What are the different methods of valuation of Assets? Explain in detail the economic CO 1 

value concept? 

Explain How do you determine the cost of capital, and how is this used in capital 
budgeting decisions? 

flows 

A company require an initial investment of Rs 40,000. The estimated net cash flows 

are as follows. (Figure in Rs). 
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Using 10% as the cost of capital determine Net Present Value. 
Present value factor at 10% are as follows. 
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Enumerate the importánt steps in capital budgeting? 
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Attempt Any Four Parts. Each Question Carries 5 Marks. 

1 

2 
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"The payback period is more a method of liquidity rather than profitability" ekamine 
this statement. 

467 

Examine the advantage and disadvantage of equity financing. 

9 
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10 

A company's stock is currently trading at RS 50 per share, and the company pays an annual 
dividend of RS 2 per share. The company's expected growth rate is 5%. Calculate cost of 

capital. 

Co 

386 

A company issues a debenture with a face value of RSI,000 and a coupon rate of 6%. 

The debenture has a maturity of 10 years, and the company is in the 30% tax bracket. 

The market price of the debenture is RS950. Calculate the after-tax cost of debt. 

CO 1 

Diferentiate between debt and equity financing, and explain how do they impact a 
company's cost of capital? 

CO 2 

What are the advantages and disadvantages of debenture as an instrument of financing Co 3 

from the point of view of the company as well as the investors? 
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Attempt Any Two Parts., Each Question Carries 10 Marks. 
Explain the concept of capital structure, and discuss how is it different from financing 
decisions? 
Discuss the different theories of capital structure, and explain its importance? 

Attempt Any Two Parts. Each Question Carries 10 Marks. 

What are the assumption and implication of NI approach? Is there an optimal capital CO 4 
structure as per NI approach. 

Explain the meaning of working capital, and discuss its important for a company to 
manage its working capital effectively? 

Discóver the advantages and disadyantages pf paying dividends, and discuss how can a 
company balance its desire to pay dividends with other financial objectives? 

Discuss the estimation of working capital need based on operating, cycle process. 
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