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M.Phil (Commerce) Degree Examination, February 2018
Subject Code: 12MPCO2
Major Paper II - Advanced Financial Management
Time: 3 Hours								         Max.Marks:75
Section- A (5×15=75 Marks)
Answer any FIVE Questions
1. Explain the objectives of Financial Management.
2. A Limited company is considering investing in a project requiring a capital outlay of Rs. 
     2,00,000. Forecast for annual income after depreciation but before tax is as follows: 
	Year
1
2
3
4
5
	Rs. 
1,00,000
1,00,000
80,000
80,000
40,000


Depreciation may be taken as 20% on original cost and taxation at 50% of net income.
You are required to evaluate the project according to each of the following methods.
(a) Pay-back Method.
(b) Rate of return on original investment method.
(c) Rate of return on average investment.
(d) Discounted cash flow method taking cost of capital as 10%.
[bookmark: _GoBack](e) Net present value index method.

3. Explain the various techniques used for incorporating risk factor in capital budgeting                            
     decisions. 

4. Briefly explain the factors to be considered in capital structure.

5. The following data relates to XYZ Ltd.
EPS Rs.15
Capitalisation Rate 15%
Rate of Return 20%
Determine market price per share under Gordon’s Model if retention is:
(a) 20% (b) 40% (c) 60%

6. Write short note on:
(a) CAPM 
(b) Merger and Acquisitions

7. Discuss ‘Markowitz Model’ of portfolio Management.

8. List out the types of foreign exchange risk. Also explain the internal and external techniques to reduce/manage foreign exchange risk.
