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NOTE: Attempt any FIVE from the following. Each question carries equal marks.          


Q. 1
Write a note on any four from the following.
a. Junk Bonds

b. Callable Bonds

c. Redeemable Bonds

d. Matured Bonds

e. Immature Bonds

f. Debentures

g. Secured Bonds  

Q. 2
What is cost of Capital? What role dose it play in making long term investment decisions? And also explain the cost of debt.

Q. 3
Prepare the loan amortization schedule from the following data.


Loan of $10000 for five years @ 10%.

Q. 4
What is the weighted marginal cost of capital (WMCC)? What does the WMCC schedules represent?

Q. 5
What is the benefit of debt financing? How does it affect the firms cost of debt?

Q. 6
Why do bond values approach their par values at maturity? Is this true for both premium and discount bonds?

Q. 7
Ridge Tools has on its book the amount and specific (after tax) costs shown in the following table for each source of capital.



Source of capital

Book Value

Specific Cost


Long term debt

$700,000

5.3%



Preferred Stock

   50,000

12



Common Stock equity
   650,000

16

Calculate the firms weighted average cost of capital using book value weight.

Q. 8
Review the logic for the inverse relationship between bond price and interest rate.
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