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NOTE: 
Q.1 is compulsory, attempt any four questions from the remaining. All Questions carry equal marks. Phones and other Electronic Gadgets are not allowed.
   
Q1.
Choose the correct one:
1) The market price of a share of common stock is determined by:

a) The board of directors of the firm.

b) The stock exchange on which the stock is listed.

c) The president of the company.

d) Individuals buying and selling the stock.
2)  In the calculation of rates of return on common stock, dividends are _______ and capital gains are _____. 
a) guaranteed; not guaranteed

b)  guaranteed; guaranteed

c) not guaranteed; not guaranteed

d) D. not guaranteed; guaranteed

3)  The book value of a firm's equity is determined by: 

a)  multiplying share price by shares outstanding.

b)  multiplying share price at issue by shares outstanding.

c) the difference between book values of assets and liabilities.

d) the difference between market values of assets and liabilities 

4) A firm's liquidation value is the amount: 

a) Necessary to repurchase all shares of common stock.

b) Realized from selling all assets and paying off its creditors.

c) A purchaser would pay for the firm in bankruptcy.

d)  Equal to the book value of equity.
5) The expected return on a common stock is composed of: 

a) Dividend yield.

b) Capital appreciation.

c) Both dividend yield and capital appreciation.

d) Capital appreciation minus the dividend yield.

6) All of the following influence capital budgeting cash flows except:
a) Accelerated depreciation.

b) Salvage value.

c) Tax rate changes.

d) Method of project financing used.

7) The investment proposal with the greatest relative risk would have

a) The highest standard deviation of net present value.

b) The highest coefficient of variation of net present value.

c) The highest expected value of net present value.

d) The lowest opportunity loss likelihood.

Q2.
What are the determinants of Capital Structure of a company?
Q3.
 What is meant by Financial Planning? Also discuss the objectives of Financial Planning.
Q4.  
What do we mean by the present value of an investment? Also differentiate the simple and compound interest.
.
Q5.      In the comparison of other forms of business organization, why is the corporate form       superior when it comes to raising cash?

Q6
You are offered an investment that requires you to put up $12,000 today in exchange for $40,000 15 years from now. What is the annual rate of return on this investment?
Q7.
You are looking at a three-year project with a projected net income of $2,000 in Year 1, $4,000 in Year 2, and $6,000 in Year 3. The cost is $12,000, which will be depreciated straight-line to zero over the three-year life of the project. What is the average accounting return (AAR)?
Q8.
Write short notes of the following:

a) Direct bankruptcy cost

b) Dividend policy 

c) Real versus Nominal rates
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