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M.B.A. DEGREE (PT) Il SEMESTER EXAMINATION, APRIL 2008

SMP 2203 FINANCIAL MANAGEMENT

Tine: 3 Hours Maxitmum marks ; 50

(L.

{All quesiions carry EQUAL marks)
(5% 10 ~ 50)

“The hasic rationale for the objective of wealth maximization is that it reflects the most efficient use of
society’s economic respurces and thus leads to a maximization of society’s cconomic wealth™
Comment critically.
OR
The total sales {all credit) of a firm is Rs.6,40,000/-, it has a gross profit margin of 15 per cent and a
current ratio of 2.5. The firm’s current liabilities ave Rs.96,000/-, inventorics Rs.48,000/- and cash
Rs.16,000/-.
(a)  Determine the average inventory to be carried by the firm; if an inventory turmover of 5 times is
expected”? (Assume a 360-day year).
(b)  Determing the average collection period if the operating balunce of debtors is intended (o be of
Rs.80,000/- 7 {Assume a 360-day year).

A& company has fotlowing financial details:

Sales Rs.7,00,000/-
Yariable cost Rs.3,50,000/-
I'ixed cost Rs.1,30,000/-
12cbt Rs.4,00,000/-
Rate 13%0

tquity capital Rs.3,50,000/-
Find the following:
(a)  Retum on imvestment
(b}  Degree ol financial leverage
{c}  Degree of operating leverage
(d) Degree of combincd leverage
(¢}  Break even sales
OR
How will P/V ratio, break-even point and profit be aflected be changes in variable costs and volume?

Explain how a knowledge of time vatue of money can assist a financial manager in making financiai
decisions,

OR
The capital structure of Hindustan Traders Ltd. as on 31.3.1999 15 as tollows:
Equity capital 100 lakhs equity shares of Rs.10 each - Rs. 10 crores
Reserves - Rs. 2 crores
14% debentures of 100 each - Rs. 3 crores

For the year ended 31.3.1999 the company has paid equity dividend at 20%. As the company is a
market leader with good future, dividend is likely to grow by 5% cvery year. The cquity shares are
now traded at Rs.80/- per sharc in the stock exchange. Income tax rate applicable to the company 15
5045,
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