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Instructions: 1) All questions are compulsory.

2) Figures to the right indicate full marks.

Q.1

Choose the most appropriate option. (05)
................... is associated with high returns.

a) High risk b) Low returns

c) Moderate returns d) None of these

Vitamin ............... stands for money in business management.

a) M b) A

c)aandb d) None of the given

The ... capital structure is obtained when the market value per equity share is

at Maximum.

a) Minimum b) Optimum

c)aandb d) None of the given

.................. is also known as Investment Appraisal.

a) Capital budgeting b) Financing

c) Devaluation d) None of the given

............... is called the life blood of a business. This is because without adequate cash

flow, a business cannot pay its bills, invest in growth, or pay dividends to its
shareholders.

a) Asset Flow b) Cash flow

c)aandb d) None of the given

State True / False (05)

When doing a comparative study, it is necessary to compare the financial performance of
a firm to that of its competitors operating within the same industry.
a) True b) False

A statement of cash flows is dependent on the information that is contained in the
balance sheet and the income statement.
a) True b) False

When we talk about capital structure, we are referring to the combination of stock and
debt that the company uses.

a) True b) False

One approach of conducting financial analysis is known as trend analysis, which
includes analyzing the financial statements of a firm over a period of time in order to
recognize patterns and trends.

a) True b) False

Funds from operations, often known as FFO, is a financial statistic that is utilized to
guantify the amount of cash that is created by the activities of a company.
a) True b) False
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Q. 4.

Q.5.

a e e

A -

Write Short notes on (Any Three)

Responsibilities of the Chief Financial Officer
Ratio Analysis

Retained Earning

Optimal payout ratio

Value Maximization

Answer in detail (Any Two)

Explain what capital budgeting is. What role does it play in a private limited company?
What is a financial strategy. Describe the elements of a sound financial strategy
Describe the idea of working capital. What elements must be taken into account while
calculating working capital?

Elaborate the many funding options available to a business. How is the cost of capital
calculated?

ABC Enterprises, a global leader in the consumer goods industry, is considering
launching a new product line. To evaluate the project’s feasibility, the company must
determine its cost of capital. You are an MBA student interning in the finance
department and have been tasked with performing this analysis.

Key Information:

1. ABC Enterprises has a capital structure composed of 50% debt and 50% equity.

2. The company's current cost of debt is 6%, and the corporate tax rate is 25%.

3. The beta of the company’s stock is 1.1, the risk-free rate is 4%, and the market
risk premium is 5%.

4. The company's dividend per share is Rs.3.00, and the current stock price is
Rs.60.

Questions:

a. Calculate the after-tax cost of debt for ABC Enterprises.

b. Using the Capital Asset Pricing Model (CAPM), compute the cost of equity.
c. Determine the weighted average cost of capital (WACC) for ABC Enterprises.

(15)

(20)

(15)
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