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1. (a) Explain the functions of the finance manager in a large company. 
                                                                                                                       (10 marks)
             (b) What is meant by the agency problem?                                             (5  marks)
             (c) An investment project involves a current outlay of Rs.4, 00,000.It returns 

 an annual cash inflow of Rs. 80,000 for seven years. Calculate (i) the payback period of the project? (ii) the internal rate of return.

                                                                                                      (10 marks)

                                   Or

2.  (a) Explain the major objectives of financial management.
   
       (5  marks)
              (b) Explain the process of capital budgeting 
     
   
      (10 marks)
  (c)The cash flows associated with two projects are as follows.
	
	Project A(Rs)
	Project B(Rs)

	Investment
	14000
	12000

	Cash inflow in year 1
	5000
	8000

	Cash inflow in year 2
	6000
	5000

	 Cash inflow in year 3
	7000
	2000

	Cash inflow in year 4
	7000
	1000


Calculate the net present value of each project at a discount rate of 12 percent.              






                              (10 marks)
3. (a) Explain the role of equity capital and debenture capital in the long term financing decision of a firm.                

                                                                                                                              (15 marks)

           (b) What are the factors affecting the  capital structure? Explain the net operating income approach regarding capital structure.                         

                                                                                                                             (10 marks)
Or

4. (a) Explain the functions performed by the major institutions in the Indian Financial System.                  

                                                                                                                              (15 marks)

           (b) What are the different forms of dividends? Explain Walters’s model with regard to dividends.                                                                              (10 marks)

5. (a) What is utility? Explain the law of diminishing marginal utility. 

                                                                                                                        (10 marks)

      (b) What are indifference curves? Mention their properties.                    (5  marks)

      (c) Explain the income effect of a price change.                                      (10 marks)

Or

6. (a) Explain consumers surplus.                                                                   (5 marks)

             (b)Explain the relevance of the budget line of a consumer     

                                                                                                                                (5 marks)                                                                   

       (c) Explain the three types of elasticities of demand. Explain the methods of measuring price elasticity.        
                                                                                                                     (15 marks)   
7.  (a) Distinguish between implicit and explicit costs.                                  (5 marks)                     

             (b) What is monopolistic competition? Explain the determination of price and output under monopolistic competition.                                             (10 marks)

  (c)What is oligopoly? State the reasons for the kink in the demand curve of a firm under oligopoly.                                                                          (10 marks)               

Or

8. (a) Bring out the relationship between AR and MR curves with the help of a diagram                                                                                                 (5 marks)

              (b) What are the features of perfect competition? Explain the determination of price and output under perfect competition.                                       (10 marks)

   (c) What is monopoly? Explain the determination of price and output under monopoly.

                                                                                                                        (10 marks)

