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Qr.
a) Underline the *ppropriate anslvrr,br the follo$,iog rur!lriple-ehoice q

I. - 
"$"t:;:ffJ]tiuTj;a{r ilon' deprcciatiorr and anlorrization a.e rrealed as

b) inconle expenses.
c) non-cash revenucs,
d) non-cash charges.

'fiI'ltc 
ralue ol Ilron.y hcljcares that

a) A unitnf nloneJ, obtained today i5 q,1,y1h Inore than a rlnit ol r:noney

.

b) Afnil of lnon.J, obtainecl loday js qonh lcss lhan a unit olnton.),0

:] ,lii::';;1 
"';:,:rce 

i'I rhe \'31ue or!r1one) oblaine'r tc.ia)'anc

ir" -vou wish io accarlrlatc its. 1.i0.000 in 1i veur5. 166, 11u"1, ,rusl vou dejn an account lhal pa.vs all annual irbre$ rele ol 14ifd?
a) Rs. 18i40.16

b) Rs.2-i489.7i

ci Rs. I t785.aq

d). Rs. t0;129.11



Rs- 247.000 grow to b9 in 9 )'ears if it is invested today in an account wilh

ir{erest raie of 1{ olr?

235,181.32

546,581.56

.631.835.12

. 854,114.97

)'ea$ \r ill it
an account

ol inleresl?

take for Rs. 197.000 Lo gro\r io be Rs. 554,000 il jt is
wi{h a quoted amual interest rale 01 80% \'vilh Incnlhly

(06 r 02 :12 MarLs;

10.65 Yeers

09 Yeas

12.97 Years

20.14 Years

plalls to accurnulate Rs. ,150.000 or,cr a period ol 12 years by making equal

deposits in aI account that pays an annual interest rate of 99/n (assxme all

will occur at the beginning of earch yeat). What an1ounl nust he deposit

year to reach his goal?

) Rs.20497.911

) Rs.14s98.32

c) Rs.19214.65

d) Rs.25369.J4



ir) Iadicate thc following statemedts are .I.rue 
(T) or False (F) in tfie

I. A sa\'lng accounl al lJank . A,, pays
"8" sar'irgs account pays 6 percent

lniice as mltch intercsi.

II 1'he present value intcrest lactor ofan (ordinalyJ anouj4, (pVlfA.i is
hc ur'r. r.rl, c itlcrcs .:lirorol.tnr,,fdi,,rt\,arnlit) 

|I \,fAJ.
'l'he present value ofan annuity jrrcreases as Ue nurnber ol.vea$,

IV. (iompouoding relers to the earning olinteresl on intei.elt camed

l'resenf value tables for annirity cannot bc struight a.;ray appliecl to
cash floqs.

6 percenl inleresi. compounded

compoundcd sernia-,inua11y.

I It.

(05 x 01

c) Suppose Kannan bomr.w. Rs. 150,000. l.he loan,s annBai interest .ate isrequir-cs iirur ccual erd-ot-_),ear pa!.&ctts. prepare an alnortization sahedule
thc ?,troLral paj,rl,enG. int.rcst pai.fic
ioan balancss 

:nis. princjpai rcpai,inents, anr.l beginning

t



(08 M rl.s.)

( l'otal 25 Marks)

value olRs.i000 anci ii\'c Iears remaining lo tnaluliil' llo'td i) has a

1000 and ten years rcmaining to aturit) Both bonds have thc samc

l0 %. Which load has !hc'gj:eaLcr intercst ratc risk")

ofthe retlfns c the 1'.\ c sec'.lfilies. A 3rd U.

A's return is ,1 %, ard thc standard d 'ialion of B's

befi{een lhe rei al'is of A and ll l

{02 ['!*ri{si

i:l 0. {l005.The Jttrnd.trri

relurn is 6 'l{,. Wha" is il:c

t

(0.t Marks,



c) (blrsider a port{'olio comprised of rfx.ce securities in rhe fbllowing plop
thc irdicaled sccurjtl beta.

I. Wtat;s the ponfoi[llrar

11. Wlrai is the pofilolio,s c\pected reior]l l

,tinouEt invesled(lls) Beta i E
i.5.'v,iiilior

l Million

2l4iliion

'''''I', . . ... ...,.-,,..,-.-.,,._..

l.



the lollou,inp inr,estlnert in 2018.

Uxpected rcturn Strn{lar{l deviat;on

would company prelcr betu'ccr1 the fo11o\\'il'lg pairs?

wing terms:

(06 Starks)

(Tot:rl 18 S'iarkr)

of Capital

:;.



iI] Cosl of Pref'erred Srock

Ram Motors las a target caDilal siructllre of ,10 % debt and
lnalurily on the comprny,s outslandjng bonds is 9 o/o atlcl the
pcrcenl. Ramrs C}O has calculated tlte company,s WA.-,C
companv's cost ol cqLritl, capital?

b)
609; equity.

r\ q qbuo.

company's tax

c) its hooks rhe
(04

lbiio$'ing amounts alui specilic costs ofeach

A con4rany has on

crpital_

Tlpc of €pita!
Debt

ilreference

LqLrity

Iletaired i:amjngs

Book value (Rs)

600.000

100"000

.100,000

200,000

.{arkcr vatue (Rs)

580,000

1l0.000

800,000

Specific

t5

18

24

l0



Average Cost ofCapital using book value $'cighrs'

({}5 Marhs)

the Weighled Averege Cost ofCapitsl using ntarkel value weighls'

{05 Marks)

(Total 17I'larks)



Q,r.
a) Whar are tlte t'our inain rl,pcs C)1. bonds and lisl out anl, four i.eatures 6

b) AIIC CorDpanv cuncr y pals r dividend ofRs.50
lo gro\.v al a i5!./o an ual rute for 3 ]ea!s- then at a
it is erpected !o gro$ aL a j9; ralc forever.. \\,ha1
99'o mte ofreturn u,cl.e requirecl?

p(r shrrc elJ thrs dirjdcndis

l i, rare jirL rhi Dr\i tuee

valuc would 1.ou place on ihe



(Uq nlarks)

y issue a pure discount bond o1 I{s.]000 face 
"'alue 

for 1{s.520 tod:r-v lin a

\Vlat is tlic iale oliiiciesi oltile bond'i

(0? Marks)

lt



d) John is considering, investing in a bond curently selling for Rs. g7g5.The

years to matudty, a Rs. 10,000 {bce \,.alue, and go% coupon rate. The next
paymeot is dLte oDe year from today. The approximate discount factor for
similar dsk is l0%. Calculate the intrinsic value ofthe bond.

(Totai

Q5.
a) Differeltiate belween Business Risk and Financiai Risk.



{03 }'larks)

related 1() RT Ltd:

the Operating l-cveragc (OL) oithe RT Lid'

f,"t",r"t' a r*tltltil I 100'000

rn r {irtrl

ta it Br t - X(.0 U00

-.L- -' 
-- 

)

(02 i{arks)

the Financial L,evdirge (FL) ol the RI I td.

t.. -



IIl. Calculare fie Toral l_everage (TI_) ofrhe RT Lrd.
'''''..''.'''''''

c) A co'npanJ is eLr sjl.,1i6g
crsh flou r are as tojlor\ r

t\'vo projects and can onl,v acccpt one Of lhem.

voar rro.;eJ,t-usi'fiow Prujcct B Cash Fluw
- Rs.10,000,0C0 - Rsl i.000,U00

,:_ j- n-.B.rxo!oo Rs.21.700.000

Ihe colllpanr-'s \l'Aatc is 10%.I. Compute rhe pa].back pe.iod. NpV. an.i IIiR for each projecr.

''''-\......,..

/



(06 lirrks)

Which proiccl shouid be chosen? Explain the reasons behind vou. ciroicc.

(03 Nlarkr)

t5



d) Use the follorving information to ars\.ter the follolving questions

You have been given'this probability distribution for the period of

State ofEconomy

B

C

Probability

0.3

0.i

4.2

L Whal is the expected relum for KMp stock?

a) 10.4%

b') 9.32%

c) 11.63%

d) 11.54%

II. What is the expected standard deviation for KMp stock?

a) 6.91Yo

b) 8.13%

c) 1.79o/o

d) '1.2s%


