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Instructions

]) Finance concept. [Total - 15]
[Marks-3]

a) Explain ‘Principles of Liquidity & Profitability’ with an example.

b) Explain Steps 1n the capital budgeting process. [Marks- 4]

[Marks- 4] ‘
(CLO-1

¢) Explain whow to solve agency problem.
d) Explain Dividend policy. [Marks- 2] L-5]
e) Explain ‘Systematic Risk’ with a graph. [Marks-2]

2) Capital Budgeting [Total - 15]
Amin Muhammad Group is in the process of choosing the better of two equal-risk, mutually exclusive

capital expenditure projects—M and N. The relevant cash flows for each project are shown 1n the following
&

table. The firm’s cost of capital 1s 10%.

( | “E M ‘ N
0 - $445,000 - $517,000
l 15170
% | $170,000 $260,000
2 $94,000 $25,000
j ;35,000 $45,000
5 i 79,000 i $87.000
$75,000 1 896,000
a) Calculate each project’s payback period (PB »
| | Vb P) and
project with reason. P i o
b) Calculate the net present value (NPV) fi
| or each projec
L project and recommend the [Marks-4]
¢) Calculate the internal rate of return (IRR
| ) r€ ) for e; |
the best project with reason. 75 project and recommend >
[Marks-5] [CLO4,
\ L-5}
d) Calculate the Profitabili
fitability Index (Pl) for each nra:
! Project and recommend the [Marks-2]

best project with reason.

pilge | of 2




Lgulation.ﬂotal- 10]

3. C/?(‘)Ox(-’ the best among the (Q_)_{LOIES based on RisA;gnd Return ca
Probability Return netflix
Blockbuster
| Cinema hall |
1 [20% | 56% 130% |
2 [30% 123% [20.5%
3 | 10% 10% 140% |
(4 [50% -10% [-5% %
5229 35% 20%

i) Find Expected return,
ii)Standard Deviation and
iti) CV of Blockbuster Cinema hall

ii) if you want to give loan to any mutually e

give
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xclusive project which one you will

(Marks-3|
(Marks-3
‘Marks-2]

‘Marks-2]
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