MBAC 2001/MBLC 1003

M.B.A. DEGREE EXAMINATION,
DECEMBER 2014/JANUARY 2015.

. First Semester
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FINANCIAL MANAGEMENT
(2012 — 13 Batch Onwards)
Time : Three hours Maximum : 100 marks

PARTA—(5%x6= 30 marks)

Answer any FIVE questions.
All questions carry equal marks.

1.  Define ‘Financial Management’. Describe the
scope of financial management.

9. What is cost of capital? Explain the concept of cost

' of capital.
3.  Write the need and significance . of capital
v budgeting.
4. What are the objectives of a capital expenditure
budget?

5.  State the significance of leverage.
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PART C — (1 X 20 = 20 marks)

Compulsory.

Explain the arbitrage argument of MM? Give the
formula given be their in support of your
argument.

11.

12.

13.
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Additional information :

(a) Credit given by suppliers — 2months
(b) Credit allowed to customers — 1 month
(¢ Lagin payment of wages — 1/2 month

(d) Lag in payment of manufacturing
expenses— 1 month

(e) Selling expenses are paid quarterly in
advance.

 Raw materials and finished goods are in
stock for 1 month.

(g) Cash palance estimated to be maintained at
Rs. 30,000.

You are required to prepare 2 statement of
working capital requirements.

What are the factors affecting capital investment
decision?

What are the different types of dividend policies?

The Agro-chemicals company belongs to a risk
class for which the appropriate capitalization rate
is 10%. It currently has 1,00,000 shares selling at
Rs. 100 each. The firm is contemplating the
declaration of Rs. 5 as dividend at the end of the
current financial year, which has just begun.
What will be the price of the share at the end of
the year, if a dividend is not declared? What will it
be if one is? Answer these on the basis of

Modigliani and Miller model and assume no taxes.
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