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Part-A (Objective Type)

Max.Marks:10

Answer all QUESTIONS.
1. Profitability Index is also called ____________________________.

2. Write the Accept- Reject criteria for Net Present Value method.

3. Define Capital Rationing.

4. Certainty Equivalent coefficient = _________________/_________________.

5. What is the difference between Pay Back Period and Discounted Pay Back period method

6. Define Agency Problem.

7. Differentiate product market risk and capital market risk.

8. Internal rate of return is the rate at which the Net Present Value is

a) Zero




b) Positive
c) Negative



d) None of the Above 

9. Risk Adjusted Discount rate  is

a) Risky rate + Risk Premium

b) Risk free rate
c) Risk free rate + Risk Premium
d) All the above

10. Define Risk.

Part – B

Max. Marks: 50
ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
1. Elucidate various techniques of capital budgeting.

2. Explain the motives and benefits of Mergers and Acquisitions.

3. Explain the methods of reducing corporate risk.

4. What is Social Cost Benefit Analysis? Explain the concept and its rationale.

5. How is risk analysis useful in investment decisions?  Explain how risk adjusted techniques are superior to conventional techniques.
6. XYZ Ltd. Wants to acquire ABC Ltd. By exchanging 0.5 of its shares for each share of ABC Ltd. The required data is as follows:

	
	 XYZ Ltd.
	ABC Ltd.

	EAT

Equity shares outstanding

EPS

P/E Ratio 

Market price per share
	 Rs. 18,00,000

          6,00,000

                Rs. 3 

          10 times

   Rs 30 ( 3x10)
	Rs. 3,60,000

      1,80,000

           Rs. 2

        7 times

Rs.14 ( 2x 7)


Calculate :

· The number of equity shares required to be issued by XYZ Ltd for acquisition of ABC Ltd.

· What is the EPS of XYZ Ltd after the acquisition?

· Determine the equivalent earnings per share of ABC Ltd.

· What is the expected market price per share of XYZ Ltd after acquisition, assuming its P/E ratio remains unchanged?

· Determine the market value of the merged firm.

7. A company is considering the following investment projects:

	    Projects 
	 Cash flows( Rs)

	
	C0
	C1
	C2
	C3

	A
	-10,00,000
	10,00,000
	
	

	B
	-10,00,000
	17,50,000
	7,50,000
	

	C
	-10,00,000
	12,00,000
	4,00,000
	12,00,000

	D
	-10,00,000
	10,00,000
	3,00,000
	13,00,000


Rank the projects according to each of the following methods:

1. Payback period

2. Accounting rate of return

3. Internal Rate of Return and

4. Net Present Value method
Assume 10% as the discount rate.

-- 00 -- 00 --
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