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PAPER –III

FIANCIAL, TREASURY AND FOREX MANAGEMENT

Comments:

	Attempt
	S. No.
	Questions

	June-07

Q-1
	i
	‘Wealth maximisation’ objective of the financial management is redefined as ‘value maximisation’.

	
	ii
	Project planning aims at choosing the minimum quantum of investment which may yield the highest return or maximise investments for obtaining the highest growth of the project.

	
	iii
	Corporate financing decision without consideration of corporate taxation is meaningless.

	
	iv
	Zero based budgeting plays a vital role in treasury management.

	
	v
	Operations in forex market are exposed to a number of risks.

	
	vi
	Large shareholders are not interested in dividends.

	June-07
Q-4

	(a)
	 “Internal funds are the important sources of finance.” Discuss. 

	
	(b)
	 “No major economic benefit results from bonus shares and share splits.” Explain.

	
	(c)
	“Future contracts have linear pay-offs. It means that the losses as well as profits for the buyer and seller are unlimited.” Explain.

	
	(d)
	“There is usually a difference between the social and monetary cost/benefits of a project.” Discuss.

	5. 
	(a)
	“In an uncertain world in which verbal statements can be ignored or misinterpreted, dividend action does provide a clear-cut means of ‘making a statement’ that speaks louder than thousand words.” Explain.

	Dec-06

Q-1
	(a)
	“The choice of an appropriate debt policy involves a trade-off between tax benefits and the cost of financial distress.” Comment. 

	
	(b)
	“In the emerging economic and financial environment, the role and responsibility of treasury manager has become more demanding, complex and important.” Elaborate.

	
	(c)
	“Cost of retained earnings is the opportunity cost of returns obtained in a similar investment elsewhere.” Discuss.

	
	(d)
	“Internal treasury control is a process of self-improvement.” Comment.

	June-06

Q-1
	(a)
	“Profit maximisation is pre-requisite for shareholders’ wealth maximisation.” Do you agree ? Give a brief account of the advantages and disadvantages of these goals. 

	
	(b)
	Discuss the advantages of investing in mutual funds.

	
	(c)
	Length of operating cycle is the major determinant of working capital needs of a business firm. Explain. 

	
	(d)
	Write a note on ‘depository system in India’.

	June-06

Q-4
	(a)
	“The cash flow approach of measuring future benefits of a project is superior to the accounting approach.” Discuss. 

	
	(b)
	Describe the main features of the gilt edged primary market.

	
	(c)
	Briefly explain the services offered by merchant bankers to an issue.

	
	(d)
	Describe the reasons for internationalisation of business and investment.

	Dec-05 Q-1
	
	(a) "Internal treasury control is a process of self-improvement." Explain.

 (b) List out the benefits of public deposits to the company as well as to the depositors. 

(c) "For the lessor, lease decision is akin to a capital budgeting exercise." Examine the statement and explain its implications.

(d) "Economic value added (EVA) concept is in conformity with the objective of wealth maximisation." Explain.

	Dec-05 Q-2
	
	(a) Mention any four tools available to cover exchange rate
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Risk.

	June-05 Q-1
	(a)
	“Treasury management has both macro and micro aspects.” Comment.

	
	(b)
	“There are legal constraints on payment of dividends.” Discuss it in the light of statutory framework existing in India.

	
	(c)
	Describe the main objectives of syndication of Euro currency loans.

	
	(d)
	State with reasons whether the investment, financing and dividend decisions are inter-related.

	June-05 Q-4
	(a)
	“In the case of private enterprises, social cost benefit analysis for capital project has no relevance.” Discuss.

	
	(b)
	“To keep the risk within manageable limits, a firm which has high degree of operating leverage should have low financial leverage and vice-versa.” Comment.

	
	(c)
	Write a note on ‘Sharpe Index Model’

	
	(d)
	Describe the mechanics involved in factoring.

	June-05 Q-6
	(b)
	Discuss the various products (tools) available in the forex market to cover exchange rate risks.

	Dec-04 Q-1
	(a) 
	"Treasury management has both macro and micro aspects." Explain.

	
	(b) 
	"Reserves and surpluses have no cost." Do you agree ? Give reasons for your answer. 

	
	(c)
	Explain 'capital account convertibility'. 

	
	(d)
	Distinguish between the hedging and conservative approaches to financing of working capital.

	Dec-04 Q-4
	
	(a) What is credit rating and how does it benefit the investors and the company ? 

	
	
	(b) Describe the meaning of 'index futures'. What is the scope of risk management by using index futures ?

	
	
	(c) Distinguish between 'capital market line' and 'security market line'.

	
	
	(d) Discuss the basic characteristics of depository system implemented in India.

	Dec-04 
	Q-5
	(b) How does 'outsourcing' benefit the company ?

	June-04 Q-1
	
	(a) "A high EPS may not always maximise the stock price." Do you agree ? Discuss. 

	
	
	(b) List out the benefits of issuing bonus shares.

	
	
	(c) "Stability in payment of dividends has a marked bearing on the market price of the shares of a corporate firm." Explain the statement.

	
	
	(d) Describe the responsibilities of treasury manager.

	June-04 Q-4
	
	(b) "Depreciation is a non-cash item of an expense and it is said that it is a source of finance." Explain the statement.

	
	
	(c)"It is possible for an investor to construct a zero-risk portfolio of two securities which are perfectly negatively correlated." State, giving brief reasons, whether the statement is true.

	June-04 Q-5
	
	(a) If the use of financial leverage magnifies the earnings per share under the favourable economic conditions, why do companies not employ very large amount of debt in their capital structure ?

	
	
	(b) Discuss the foreign sources of finance available to the .corporate sector.

	
	
	(c) Discuss in brief the factors to be considered while evaluating the technical feasibility of a project.

	
	
	(d) Discuss in brief the attributes of debt securitisation

	Dec-03 Q-1
	
	a) "Liquidity and profitability are competing goals for the finance manager." Comment.

	
	
	(b) "Depreciation is a part of cost of production and is at the same time an important source of internal finance." Discuss this statement

	
	
	(c) "Retained earnings have no cost." Do you agree ? Give reasons for your answer.

	
	
	(d) "Efficient cash management will aim at maximizing the availability of cash inflows by decentralising collections and decelerating cash outflows by centralizing disbursements." Discuss.

	Dec-03 Q-4
	
	(c) Discuss in brief the techniques of economic appraisal for an industrial project.

	Dec-03 Q-5
	
	(a) What type of risk exposures are faced by a firm which is dealing with foreign exchange ? 

	
	
	(c) What is 'treasury management' ? Explain the various tools of treasury management. How is it different from financial management? 

	Dec-03 Q-6
	
	(a) Evaluate the growth of derivatives market in India.

	
	
	(c) What are the methods of 'venture financing' ? Also indicate in brief the elements that are needed for the success of venture capital. 

	Dec-03 Q-7
	
	a) "Bonus shares represent simply a division of corporate pie into a large number of pieces." Discuss.

	
	
	(b) Discuss the salient features of risk containment measures developed by National Securities Clearing Corporation Ltd. (NSCCL) for the futures and option segment.

	
	
	(c) Discuss the relationship between 'spot rate' and 'forward rate'.

	
	
	(d) According to Dow Jones Theory, "identification of 'turn' is made on the basis of daily movement of prices". State, with reasons, whether this statement is correct.


 Short Notes
	Attempt
	S. No.
	Questions

	June-07

Q-7
	(i)
	Determinants of working capital requirements

	
	(ii)
	Capital rationing

	
	(iii)
	Mechanics of factoring

	
	(iv)
	Loan syndication

	
	(v)
	Economic rate of return

	
	(vi)
	Financial distress.

	Dec-06

Q-7


	(i)
	Relationship between spot rate and forward rate

	
	(ii)
	Sources of real estate funding

	
	(iii)
	Stock lending scheme

	
	(iv)
	Technical charts

	
	(v)
	Economic value added (EVA) and wealth-maximisation.

	June-06 Q-7
	
	(i) Leveraged lease 
(ii) Considerations in dividend policy 
(iii) Dow theory 
(iv) Securitisation of mortgages.

	Dec-05
	Q-5
	 (a) Write a short note on 'credit rating'.

	June-05

Q-7
	
	(i)Portfolio management 

	
	
	(ii)Measures for development of venture capital industry in India

	
	
	(iii)Mark-to-market settlement of index futures

	
	
	(iv)Limitations of Markowitz model.

	Dec-04

Q-7
	
	  (i) Leveraged lease 
 (ii) Green shoe option 
(iii) Bonus debentures 
(iv) Systematic and unsystematic risks.

	June-04

Q-7
	
	(i) Straddle 
 (ii) Syundicated loans 
(iii) Methods of venture capital financing 
(iv) Assumptions underlying technical analysis.


Distinguish between the following

	Attempt
	S. No.
	Questions

	Dec-06 Q-4
	(i)
	‘Sensex’ and ‘nifty’.

	
	(ii)
	‘Caps’ and ‘collars’.

	
	(iii)
	‘Financial structure’ and ‘capital structure’.

	
	(iv)
	‘Forward contract’ and ‘options’.

	Dec-05 Q-4
	(i)
	Factoring' and 'bill discounting'.

	
	(ii)
	'NPV' and 'IRR' methods of capital budgeting.

	
	(iii)
	Bonus issue of shares' and 'stock split'.

	
	(iv)
	Stock future' and 'index future'.

	
	(v)
	'Futures contracts' and 'forward contracts'.


