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NOTE: 
Attempt any five questions. Each questions carry equal marks. Mobile phones and other electronic gadgets are not allowed in the examination hall.

Q # 1 
What is Financial Management. Discuss its nature & scope in the field of business.

Q #  2.   The computer field corporation financial statements from the recent year are as under:

	Computer field corporation

Financial Statements

Income Statement                                                                                            Balance Sheet

	Sales               1000$                                                      Assets     500$             Debt             250$

Costs               800$                                                                                          Equity             250

Net Income       200$                                                      Total       $500                                  $500


The financial analyst of the computer field assume that all variables are tied directly to sales. It means all the variables will grow as exactly the same as sales. Forecast the financial requirements of computer field for the year by using financial planning model. Suppose sales increase by 20%.
Q #  3 
(a) At the end of 20 years , how much is a $ 6500 initial deposit worth, assuming an annual interest  rate  
     of 12% compounded a) annually ? b) Semi-annually? c) Quarterly d) Continuously?



     Calculate the future values. 

(b) Mr. James wishes to borrow $ 12,000 for five years. A group of individuals agree to lend him this 
      amount if he contracts to pay them $ 15,000 at the end the five years. What is the implicit compound 
      annual interest rate implied by this contract.  

Q #  4.  (a) Stock CG has an expected growth rate of 10%.  Each share of stock just received an annual $5.32 
      dividend per share.  The appropriate discount rate is 15%.  What is the value of the common stock?

 
(b) Bond H has a $1,000 face value and provides an 12% semiannual coupon for 14 years.  The 
                  appropriate discount rate is 15% (annual rate).  What is the value of the coupon bond? 


Q # 5. 
The following information has been taken from the books of Star Corporation on June 30th 2005.








Cash, A/R, Inventory and net fixed assets are $30000, 200000, 400000 and 800000 respectively While A/P, Accruals, Bank loan(short term), long term debt, common stock and retained earnings are $230000, 200000, 100000, 300000, 100000 and 500000 respectively.

Required: Calculate the following. (i). Working capital. (ii). Current ratio. (iii). Quick ratio. (iv). Debt to equity ratio(v).Debt-to-Total-Assets. (Interpretation is must).

Q. 6. 
Shaheen Air company has compiled the following information:
 

Source of capital     book-value    market value        after-tax cost

Long term debt           $4,000,000    $3,840,000               6.0%


        Preferred stock             40,000
         60,000                    13.0


       Common stock equity 1,060,000      3,000,000                17.0


       Totals                        $5,100,000     $6,900,000   

a) Calculate the weighted average cost of capital using book value weights.

b) Calculate the weighted average cost of capital using market value weights.

Q.7 
Elaborate the concept of Capital Markets?

Q.8 
Write a detail note on any two of the following.
1. Modigliani and Miller Capital Structure Irrelevance Proposition

2. Capital Budgeting Techniques

3.Preferred Shares
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