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(Answer all questions)

1   (a) Explain the major financial decisions taken in a firm.                          (5  marks)
           (b) What are the factors influencing working capital management?         (10 marks)
           (c) A company makes cash investments of Rs.400000 at time Zero and      

 Rs.600000 in the first year. It expects after tax inflows of 150000 in year         two, Rs.200000 in year three,250000 in year four and Rs.300000 each year through year seven.(i)What is the payback period of the project?(ii)If IRR is 12 percent, What is the NPV of the project?               

      (10 marks)
                                        Or

 2  (a) Explain the major objectives of financial management.                       (5  marks)
           (b) Explain the process of capital budgeting                         
                  (10 marks)
(c)Two projects have projected cash flows as follows.                    
	End of year


	Project A
	ProjectB

	0
	50000
	70000

	1
	15000
	12000

	2
	10000
	13000

	3
	12000
	25000

	4
	16000
	0

	5
	13000
	35000


Calculate the IRR for each project. Which project must be selected?                
                                                                                                                              (10 marks)
 3  (a) What are the major sources of long term finance? Explain.                
                                                                                                                              (15 marks)
     (b) What is capital structure? Explain the factors affecting the capital structure of a          

           firm.                                                                                                           (10 marks)
Or
4      (a) Explain the factors affecting the paying of dividends in a company. Explain the 

                Modigliani-Miller hypothesis with regard to dividends.                  
                                                                                                                              (15 marks)
          (b) Briefly describe any five financial instruments.                                   (10 marks)
5       (a) Explain consumers equilibrium with the help of indifference curves. 

                                                                                                                        (10 marks)
    (b)Explain price and income elasticity of demand.                                    (10 marks)
    (c)Explain the substitution effect of a price change.                                   (5  marks)
Or

 6       (a) Explain consumers surplus.                                                                   (5  marks)
          (b)Explain the income and substitution effect of a price change.              (10 marks)
 (c)What is cross elasticity? Explain the methods of measuring elasticity of                                                                                        demand.      

                                                                                                                     (10 marks)                                                                                   
7       (a) Explain price leadership under oligopoly. How is price determined under    collusive oligopoly?                                                                               (10 marks)                     
         (b) Explain the short run average, marginal and total cost curves.               (5 marks)
 (c) What is perfect competition? Explain the determination of price and output under perfect competition.                                                                   (10 marks)               
Or
 8       (a) Explain marginal and average revenue curves.                                      (5  marks)
           (b) What is monopolistic competition? Explain its features.                    (10 marks)
     (c)What is monopoly? Explain the determination of price and output under monopoly.

                                                                                                                        (10 marks)
