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NOTE: Attempt any FIVE of the following. Each question carries equal marks. Phone and other electronic gadgets are not allowed.

Q .1
What is business finance, also explain the agency issue? 

Q. 2
What is firm’s capital structure? What ratios assess the degree of financial leverage in a firm’s capital structure?

Q. 3
What is compounding? Elaborate the impact of higher compounding frequency? 

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

Q. 5
Why do bond values approach their par values at maturity? Is this true for both premium and discount bonds?

Q. 6
(a) Sales of the Crackers Company were $500,000 this year, and they are expected to grow at a compound rate of 10% for the next six years. What will be the sales figure at the end of each of the next six years?

(b) If a company gets $500000 after six years discounting at 10% semiannually. What will be the figure at the end of the period?
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
Write note on any TWO of the following.

(i)
Simple interest vs. compound interest


(ii)
Purpose of common size analysis


(iii)
Profitability index 
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