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Note:    a)  No additional answer sheets will be provided.

          

b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          

c)  Missing data can be assumed suitably.

ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 15 MARKS.
	1.
	a)
	Discuss the procedure for simulation analysis and its merits and de-merits.
	[8M]

	
	b)
	What is the probability distribution of cash flows method?



	[7M]

	
	
	
	

	2.
	a)
	What are different internal and external Capital Constraints?
	[7M]

	
	b)
	A firm is considering the following two projects M and N:
Project  M

Project  N

Investment  ( In Rs.)

2,50,000

2,50,000

Annual net cash inflows (Rs.)

80,000

60,000

Life (Years)

6

10

Cost of capital (%)

10

10

Because of the capital rationing imposed by management, the firm can choose only one project. Which project should be selected?
	[8M]

	
	
	
	

	3.
	a)
	List out various capital budgeting  techniques used to analyze investment proposals.
	[7M]

	
	b)
	What is multiple IRR? When it happens? 






	[8M]

	
	
	
	

	4.
	a)
	How do you calculate IRR method?
	[7M]

	
	b)
	A project costs Rs.81,000 and is expected to generate net cash inflow of Rs.40,000, Rs.35,000 and Rs.30,000 over its life of 3 years. Calculate IRR of the project.
	[8M]

	
	
	
	

	5.
	a)
	Explain the difference between finance lease and operating lease.
	[8M]

	
	b)
	Discuss merits and demerits on ‘Borrowing Vs. Procuring’.

	[7M]

	
	
	
	

	6.
	
	X co. is acquiring P co. X will pay 0.5 of its shares to  the shareholders of P Co. for each share held by them. The data for the two companies are as given below:
X Co.

P Co.

PAT ( In Rs. Lakhs)

150

30

No. of shares ( In Lakhs)

25

8

EPS ( Rs.)

6.00

3.75

MPS (Rs.)

78.00

33.75

P/E Ratio

13

9

i)  Calculate the EPS of the surviving firm after merger
ii)  If the P/E ratio falls to 12 after the merger, what is the premium received by the    

     share holders of P Co. (using the surviving form’s new price)?
	[15M]

	
	
	
	

	7.
	a)
	Explain the concept of certainty equivalent method with an example.
	[8M]

	
	b)
	Explain the concept of risk uncertainty and also explain differences between these two.
	[7M]

	
	
	
	

	8.
	a)
	Explain about the term Portfolio Risk.
	[7M]

	
	b)
	Explain the difference between capital rationing and portfolio management.
	[8M]
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