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NOTE: 
Question No. 1 is compulsory. Attempt any four questions from the rest. All questions carry equal marks. Phones and other Electronic Gadgets are not allowed. 
   
Q.1 
Choose the correct one

a. Profit maximization is the maximizing the firm’s earnings:

i. Before tax

ii. After tax

iii. Both A and B

iv. None of them

b. Earning per share is computed as:

i. Earning after tax/no of common shares outstanding   ii. No of share outstanding/earning after tax

iii.  Earning before tax/common shares


iv. None of them

c. A business form for which there is one owner is formed as

i. Partnership

ii. Company

iii. Individualship

iv. Sole proprietorship

d. A market for existing (used) securities rather than new issue is known as

i. Primary market
ii. Secondary market
iii. Capital market

iv. Money market

e. A summary of firm’s revenues and expenses over a specified period, ending with net income or loss for a period is termed as 

i. Balance sheet
  ii. Cash flow statement iii. Income statement  iv. Income and expenses statement

f. Ratios that measure a firm’s ability to meet short term obligations is called

i. Current ratio

ii. Liquidity ratio
iii. Debt ratio


iv. Acid test ratio

g. Cash dividends work to the disadvantage of the 

I, option holder

ii. Stockholder

iii.  Shareholder

vi, all of them

Q.2
Explain financial management and its scope in detail. 

Q.3
What is working capital management? Also explain factors affecting it.

Q.4
Explain capital budgeting process in detail. 

Q.5
A. what is simple and compound interest?

B. Jameel has been offered a future payment  of $500 three years from today. If his opportunity cost is 7% compounded annually, what value should he place on this opportunity today? What is the most he should pay to purchase this payment today? 

Q.6
Complex system has as outstanding issue of $1000 par value bonds with a 12% coupon interest rate. The 
issue pays interest annually and has 16 years remaining to its maturity date.

a. if bonds of similar risk are currently earning a 10% rate of return, how much should the complex 
system bond sell for today?

b. Describe the two possible reasons why similar risk bonds are currently earning a return below the 
coupon interest rate on the complex system bond. 

Q7. 
Khan and companyhave two projects under consideration. The cash flow for each of them is shown in the following table. The firm has 16% cost of capital. The initial investment for both projects is same ($40000).




Cash inflows(CFt)

Year

Project A
Project B


1

$13000
$7000


2

13000

10000



3

13000

13000


a. Calculate PBP for each project.

b. Calculate NPV for each project.

c. write down your opinion in case of rejection or selection of the project.
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