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N.B. :— (1) ALL questions are compulsory.

(2) All questions carry equal marks.
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1. (A) Describe Financial Market with its significance. 8
(B) What is Money Market ? Explain various instruments of Money Market. 8

OR
(C) Explain organisational structure of SEBI with its achievements. 8

(D) Which are regulatory authorities governing financial and capital market in India ? 8

2. (A) What do you mean by secondary market ? Explain various secondary market intermediaries.

8
(B) Calculate average rate of return and suggest which project is better :
Particulars Project ‘P’ Project ‘Q’
Initial Investment 5,00,000 5,00,000
Annual Net Profit 1,00,000 1,20,000
Expected Life 4 years 5 years 8
OR

(C) JK Bonds Ltd. has to select one of the following two projects, using NPV and profitability

index method. Suggest which project is selected. The cost of capital of company is 10%.

Project ‘A’ Project ‘B’
(Rs) (Rs)
Cost of Project 4,00,000 4,00,000
Cash Inflows :
Year 1 40,000 1,20,000
2 1,20,000 1,60,000
3 1,60,000 2,00,000
4 2,40,000 1,20,000
5 1,60,000 80,000
P.V. Factor 1 2 3 4 5
@ 10% 0.909 0.826 0.751 0.683 0.621 16
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3. (A) Explain the concept of credit rating with its scope and significance. 8
(B) Calculate the market price of share of HCL Ltd. under :
(@) Walter’s model
(b) Gordon’s model
from the following information :

Earning Per Share (EPS) = Rs. 10
Dividend Per Share = Rs. 6
K,= 20%
r = 25%
Retention Ratio (b) = 50% 8
OR

(C) A company requires Rs. 20,00,000 as initial investment for a project. Following are the
profit before tax and depreciation for next 4 years :

Particulars | Year Il Year [l Year IV Year
Profit 7,00,000 5,00,000 11,00,000 5,00,000
Additional Information :

(1) The tax rate is 35%.

(2) Depreciation is 25% p.a. by reducing balance method.

(3) Salvage value of machine after 4 years is Rs. 4,50,000.

(4) Rate of return is 10% p.a

Calculate net present value of project. PV. factor 1 year — 0.909, 2 years — 0.826,
3 years — 0.751, 4 years — 0.683 16

4. (A) What is cash flow statement ? Explain importance of cash flow statement. 8
(B) From the following information calculate cash from operations :
Profit and Loss A/c
(For year ended 31% March, 2018)

Particulars Rs. Particulars Rs.
To Saaries 5,000 By Gross Profit 25,000
To Rent 1,000 By Profit on Sales of Land 5,000
To Depreciation 2,000 By Income Tax Refund 3,000
To Loss on Sales of Plant 1,000
To Goodwill Written Off 4,000
To Proposed Dividend 5,000
To Provision for Tax 5,000
To Net Profit 10,000
33,000 33,000
8
OR

CLS—19758 2 NRT/KS/19/5511



(C) From the following financial position prepare cash flow statement :

16

4

4

4

Particulars 31-3-2017 31-3-2018
(Rs) (Rs)
Assets :
Building 60,000 90,000
Inventories 30,000 48,000
Debtors 30,000 48,000
Goodwill 30,000 24,000
Bank 6,000 9,000
Bills Receivable 6,000 12,000
1,62,000 2,31,000
Liabilities :
Share Capital 60,000 90,000
Profit and Loss A/c 30,000 48,000
General Reserves 18,000 24,000
8% Bonds 30,000 36,000
Unpaid Exps. 6,000 9,000
Creditors 18,000 24,000
1,62,000 2,31,000
5. (A) Write note on stock exchange.
(B) Determine the payback period for a project which required a cash inflow of Rs. 4,000,
Rs. 8,000, Rs. 6,000 and Rs. 4,000, in the 1%, 2, 34 and 4" years respectively. The cost
of project is Rs. 20,000.
(C) Assuming that the rate of return expected by investor is 13%, internal rate of return 14%
and earning per share are Rs. 18.
Calculate price per share by Gordon approach method if dividend payout ratio is 20%.
(D) From following information calculate cash from operations :
Particulars 31-3-2017 31-3-2018
(Rs) (Rs)
Net Profit — 2,80,000
Debtors 1,68,000 1,60,000
Bills Receivable 32,000 52,000
Creditors 1,88,000 2,00,000
Bills Payable 60,000 40,000
Stock 2,32,000 2,60,000
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