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NOTE: Question No.1 is Compulsory. Attempt ANY FOUR questions from the rest. All questions carry equal marks, Mobile phones and other electronic gadgets are not allowed.

Q1.
Choose the correct one:

1) The market price of a share of common stock is determined by:

a) The board of directors of the firm.

b) The stock exchange on which the stock is listed.

c) The president of the company.

d) Individuals buying and selling the stock.
2) The decision function of financial management can be broken down into the          decisions.

a) Financing and investment

b) Investment, financing, and asset management

c) Financing and dividend

d) Capital budgeting, cash management, and credit management

3) Which of the following enjoys limited liability?

a) A general partnership.

b) A corporation.

c) A sole proprietorship.

d) None of the above.

4) With continuous compounding at 10 percent for 30 years, the future value of an initial investment of $2,000 is closest to

a) $34,898.

b) $40,171.

c) $164,500.

d) $328,282.

5) In finance, "working capital" means the same thing as

a) Total assets.

b) Fixed assets.

c) Current assets.

d) Current assets minus current liabilities.

6) All of the following influence capital budgeting cash flows except:
a) Accelerated depreciation.

b) Salvage value.

c) Tax rate changes.

d) Method of project financing used.
7) The investment proposal with the greatest relative risk would have

a) The highest standard deviation of net present value.

b) The highest coefficient of variation of net present value.

c) The highest expected value of net present value.

d) The lowest opportunity loss likelihood.

Q2.
What are the primary advantages and disadvantages of sole proprietorships and partnerships?

Q3.
 How do dealer and auction markets differ? Give some examples.

Q4.  
a) What do we mean by the present value of an investment?


b) If you deposit $100 in one year, $200 in two years, and $300 in three years, how much will you have in three years? How much of this is interest? How much will you have in five years if you don’t add additional amounts? Assume a 7 percent interest rate throughout.

Q5.      What is bond? Discuss different types of bond.

Q6
What is bankruptcy cost? Explain direct and indirect bankruptcy costs.

Q7.
Explain the important factors in making capital structure decisions?

Q8.
Write short notes of the following:

a) Over-the-counter market

b) Profitability index

c) Forecasting Risk
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