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MASTER OF COMMERCE
(M. COM.)
Term-End Examination

December, 2024
MCO-07 : FINANCIAL MANAGEMENT

Time : 3 Hours Maximum Marks : 100

Note : (i) Answer any five questions.

(it) All questions carry equal marks.

1. (a) Explain the basic financial functions. How

do they evolve risk-return trade-off ? 6+6

(b) Discuss the different types of systematic

risk. 8
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2. (a) What is Capital Budgeting ? What are the
requisites of a good method of investment

proposal ? 2+6

(b) A company is considering two different
investment proposals—Proposal ‘A’ and

Proposal ‘B’. The details are as follows : 12

Proposal Proposal

‘A’ (?) ‘B’ (?)

Investment

Cost 9,500 20,000

Estimated

income :

Year 1 4,000 8,000

Year 2 4,000 8,000

Year 3 4,500 12,000
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Calculate the Net Present Value of both
the proposals and suggest the attractive
proposals on the basis of NPV considering

that the future incomes are discounted at

12%.

(The PV of Re. 1 at 12% for year 1, 2 and 3
are 0.893, 0.797 and 0.712 respectively).

3. Explain the concept of lease financing.
Distinguish between leasing and hire purchase.
Discuss the benefits of lease financing from the

point of view of lessee. 5+5+10

4. Differentiate between the following : 10+10
(a) Domestic financial management and
International financial management

(b) Corporate finance and Project finance

5. What do you understand by buyback of shares ?
What are the legal requirements for share
buyback as per Companies Act ? Discuss the
rationale for share buyback. 5+5+10
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(a)

(b)

(a)

(b)
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What do you understand by capital
structure of a firm ? Discuss the factors

which influence capital structure. 2+8

Discuss the factors which determine

dividend payout ratio. 10

What is operating leverage ? Calculate the

operating leverage from the following

data : 2+8
Sales % 50,000
Variable costs 60% of sales
Fixed costs % 8,000

What is Financial Leverage ? Calculate the

financial leverage from the following data :

2+8
Net worth % 25,00,000
Debt/Equity 3:1
Interest rate 12%
Operating profit 3 12,00,000
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8. (a) What 1s Money Market ? Explain its

characteristics. 248

(b) Discuss the objectives of inventory
management. 10

9. Write explanatory notes on any two of the

following : 10+10
(a) Capital Asset Pricing Model

(b) Monitoring of Receivables

(¢) Cost of Capital

(d) Time Value of Money
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7. () ufEmeH ders @ @ 2 fefafEa efiest
& MR R IR ollelsl I hIfeT ;
2+8
IECE] % 50,000
qfterd nTd fersha =T 60%
o A % 8,000
(@) foxia <fieds 1 €@ ? frefafaa sifsel
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Tt |ufd (Net worth) % 25,00,000
EAUEESE 3:1
21 IEY 12%
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D-3201/MCO-07 P.T.O.

Downloaded from www.IGNOUBABA.com



[10] MCO-07

9. Frfafes & @ fosdl 37 | =memms femforat
fafem - 10+10
(%) Yot ufidufa geafruior wied
(@) 9l 1 frt
(1) dSit HT AT

(%) I« 01 9°I A

XX XXXXX

D-3201/MCO-07

Downloaded from www.IGNOUBABA.com



