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Instructions ( Fdw) :
(i) This paper is divided into fwo Sections, Section—A and Section—B.
3 yoAuA @ el ¥ fawifoa 8, @e—A 3 @e—B |
(i) Each Section contains eight questions.
T ©E | 18 TH £
(iii) A candidate has to attempt twelve questions.
we ghereff %I ang Y 1 W o 2l

iv) Question Nos. 1 and 9 are compulsory and out of the remaining, any
ten are to be attempted choosing five from each Section.

I EEA 1 31 o FFEE & 3R 9wy § | Rl g w1 I foe 8, v s
¥ atg-uia Y Hl & B 2l

(v) Question Nos. 1 and 9 consist of five parts each. Each part will be of
6 marks. Word limit will be 150 (in relevant subjects only).

. T GEA 1 31K o F ufE-uia ¥ 21 v 9 & fore 6 3 Fuiia B wieg wen
150 9% Hiftd & (7= grag fowai )

(vi) Remaining questions will be of 14 marks each.

39 U9 14 31 & Tfd T B

Management/41A 1 [B-T.C
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SECTION—A

*

Ts—A

1. Answer the following questions : 6x5=30

Freferfiga st & 3w & -

(a) “Herbert Simon’s theory can be termed as the second-generation scientific
theory of management of organisations.” Give your opinion.

“geie TIEHH % g, Fal % weva & forw gud fidh % S fagra %@ w1 @
817 391 gema dif)

(b) Mary Parker Follet’s ideas of ‘authority belonging to the job’ and ‘leadership
by function’ mean that leaders should believe in ‘knowledge is power’
instead of believing ‘power is knowledge’. Do you agree with this
statement?

A ure wicie % ‘FH ¥ Fafua iy 3 e gRr A9’ & famm @ 31 R T
Jar37t i favamm = =ife 6 s ofts 22 w9 6 oifes 59 87 = 319 38 e
Y Hgaa 87

(c) Explain the components of employee resourcing strategy.

Haal garea fifa & agat w1 aoiw Hifsm)

(d) A company expects to have ¥ 37,500 cash in hand on 1st April, 2019 and .
requires you to prepare an estimate of cash position during three months,
April to June 2019. The following information is supplied to you :

Months Sales Credit Wages | Factory Office Selling
Purchases Expenses | Expenses | Expenses
4 4 4 4 L4 3
February| 37,500 22,500 4,500 3,750 3,000 2,250
March 42,000 24,000 4,875 4,125 3,000 2,250
April 45,000 26,250 5,250 4,500 3,000 2,625
May 60,000 30,000 6,750 5,625 3,000 3,285
June 67,500 30,000 7,125 7,000 3,500 3,500
Management/41A 2
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T TEA 1 3, 2019 F1 T19 & T 37,500 TTE W& & 3R ¥ | S 2019 T
Wﬁm%mm%mmmm%mm@ﬁm%m

fore el wfia S R

e facht wm |ufofe| e FrEeE [EER
' @iig w T Cakce] =

4 z 4 4 z 4

B 37,500 22,500 4,500 | 3,750 3,000 2,250

1] 42,000 24,000 4,875 4,125 3,000 2,250

3 45,000 26,250 5,250 | 4,500 3,000 2,625

3 | 60,000 30,000 6,750 5,625 3,000 3,285

M 67,500 30,000 7,125 7,000 3,500 3,500

Other informations :

I G :

(i) Period of credit allowed by suppliers is 2 months.
FeTR /SRRl g SUT i e 2 HTE T 2|

(i) 20% of sales are for cash and a period of credit allowed to customers
for credit sales is one month.

%amzo%m%féq%aﬂtmﬁm%mmﬁﬁ@mﬁwmﬂ
T 21

(iij) Delay in payment of all expenses — 1 month.
ft =l & YEH § ¢ — 1 918 T

(iv) Income tax of ¥ 28,250 is due to be paid on 15th June, 2019.
ST 61 228,250 1 TRT 153, 2019 1 YIAH i I 21

(v) The company is to pay dividends to shareholders and bonus to workers
of T 7,500 and ¥ 11,250 respectively in the month of April.
S F e ATE o SRURET i A % 7,500 ST 3R HHEE B
11,250 %1 S &1 2l

The plant has been ordered to be received and paid in May. It will cost

Z 30,000.
TATe T T T 3T H S wE & 21 35 Fa 23 TR T 30,000 BFA

Management/41A 3 [RIO;
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(e) Lifestyle Ltd. needs ¥ 6,00,000 lakh for expansion. The expansion is
expected to yield an annual EBIT of ¥ 1,00,000. In choosing a financial
plan, Lifestyle Ltd. has an objective of maximizing Earnings Price per
share. It is considering two financing plans i.e. issuing all equity or
issuing 40% equity and 60% debt. The current market price per share of
the firm is ¥ 20. The funds can be borrowed at 12% rate of interest p.a.
Assume a tax rate of 40%. Determine the EPS under the two alternatives
and recommend the best financing plan.

W%ﬁ%@ﬁm%m%,oo,oooﬁaﬁwélmmﬁm
zeaEdl (EBIT) 2 1,00,000m@ﬁﬁ3uﬂaéiwﬁ?ﬁwmahgqﬁésm
W%w@@%%uﬁ%mﬁaﬁw%mléaﬁ?ﬁa
ArsnaT o frEm @ #1 weft 3ferdt @ ST T A1 40% ZRRd 3 60% 9 IR
S| G 1 SAEH SR e g 99 % 20 #1 qS 12% =TS @ ¥ S5 3 391
T oft S GeRdl 81 3 WX 40% % TH S| oA fsedt # EPS Frafm Fifse
3in wataw Tt deen 6 g il

2. (a) What is the basis of risk premium that is used in the CAPM? What drives
the risk premium? 5

CMMﬁmmmﬁmﬁﬂwﬁmﬂmmw%?msﬂﬁmﬁﬁaﬁdﬁa
FATR?

(b) The following information is available for the call and put options on the
stock of Zenith Limited :

r Call Put
Time to expiration (in months) 3 3
Risk free rate 10% 10%
Exercise Price ¥ 50 T 50
Stock price T60 T 60
| Price T 16 2
Sty farfiee & =% | Hd ﬁngaﬁwﬁ%%qﬁw%ﬁaﬁmmm% :
el qe
T Ity (AR ) 3 3
e ea = 10% 10%
RELITIEE B (] 50 %50
i god T 60 T 60
(! 216 T2
Determine if the put-call parity is working. 9

et Hife 76 qe-ia quar wm @ 2l
4

Management/41A
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3. (a) A manufacturing company makes a simple kitchen appliance. An analysis
of their accounting reveals variable cost per appliance :

Variable Cost T30

Fixed Cost ¥ 50,000 for the year
Capacity 2,000 appliances per year
Selling Price Z 70

@m/ﬁnfmm:ﬁwﬁ%mmamﬁ%lmﬁ@mw%ﬁw,wﬁ

ITHT TGS ST ST @
qiEa-Ha ST 720
fafvaa wrm ¥ 50,000 9§ W % forw
& 2,000 I9EHT Ifg a9
fospa 79 T 70
(i) Find the break-even point. 1

¥h-ga @ige (-3 fRafy samsa

(i) Find the number of appliances sold to get a profit of ¥ 30,000. 2
?3o,ooowmﬁ$@%mﬁ%wﬁﬁd@Tmﬁl

(iii) If the company can manufacture 600 appliances more per year with
an additional fixed cost of ¥ 2,000, what should be the selling price to
maintain the profit per appliance as at (i) above? 2

fe Fer afad 600 s TR ST & 3R 3 for sfafen v amma
22,000 2, 7 wf Iyeon S e S (i) § femmn e @ @ wfd 3 S
@y ¥ foru fesha goo w1 B ?

(b) A manufacturer has planned his level of operation at 50% of his plant
capacity of 30,000 units. His expenses are estimated as follows, if 50% of
the plant capacity is utilized :

T
(i) Direct materials 8,280
(i) Direct wages 11,160
(iti) Variable and other manufacturing expenses 3,960
(iv) Total fixed expenses irrespective of capacity utilisation 6,000

Management/41A 5 [P.T.O.
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TS IATEE 7 30,000 IHFAT HI HH G99 &HAT F 50% W A HIOH o W HI
TS TS B | 3% @ W A1 FATG 2, FfS A i &Hat 1 50% ITAnT fehan S
2.

z
(i) Soaer FEnEl 8,280
(ii) SeaeT T 11,160
(iii) TEEEiie 3 3= 3eaTeH Ee 3,960
(iv) AT ITAT % SENE Fo (HivEd T 6,000

The expected selling price in the domestic market is ¥ 2 per unit. Recently
the manufacturer has received a trade enquiry from an overseas
organization interested in purchasing 6,000 units at a price of ¥ 145 per
unit. As a professional management accountant, what would be your
suggestion regarding acceptance or rejection of the offer? Support your
suggestion with suitable quantitative information. 9

e SR H wred fska 1o wfa 3T 2 2 31 7 & ° Seaes A o Tt sfagm
F U S [EaTs i fEs FTER 3EH T 1-45 9 3918 6,000 $HEA1 1 @lied
% 3cuTe fewmEn| U U9 ve femTaias B % ATd 39 S i wihd 1 3Eihd
FE ¥ U 3% T gara €7 9 G Bl IUIT AT G F 919 6
i)

4. (a) “The buying centre concept presents a major marketing challenge”. What
does a business marketer need to learn to deal with the challenge
effectively? Define a buying centre and the major roles played by members
of an organization in the purchase decision process. 7

T F5 1 AU T THE TO0H T TEGT HA 217 39 A B HEAT
TUTEIETES & ¥ BT 2 Ueh AR skl i 1 HieA H 7Ed @ ? T s 5
gieTe ) s wfeem % wiic fofa sfwrn w39 gea F-4t e %1 areE
FAE?

(b) As the marketing manager for your firm, you have been approached by
your key component manufacturer suggesting that out of your two firms
one should ‘ngredient brand’ a new item. What are some of the

requirements for succeeding in ingredient branding? Explain the concepts
of product-mix with dimensions width, length, depth and consistency. i

A B BT AR AR BN AR, ST T YN IATEeh AT I I ol B
IuEht ST HET A A U B U T8 9] 1 ‘Sfele s w1 A@ney )| sUfsue i
T A 21 B T HEvIhaTd o1 § 7 Wrede-fie i sr@umonst w SEHe fagy,
oy, 2wy I SR % Ty afvia S|

Management/41A 6
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5. (a) Discuss some important issues to keep in mind in training, appraising
and compensating international employees. 8

IS HEETEl % IRE, Tedie 3R gIEs W fEn # % o 38 seey
el W == A
(b) “Who should do the appraising?” Explain how would you use the alternation

ranking method, the paired comparison method and the forced distribution
method. 6

TeaTeR Rl S S1feT ? saree ok 3 faken e wgfa, g g wef i wide
fereor wgfar &1 3w | S ?

6. XYZ is planning an expansion program which will require ¥ 30 crores and
can be funded through one of the three following options :

XYZ T RrRar SrHT a1 T HH @ 8, e e 2 30 Fig it stavasar g 3l
frafefiea €= safimast @ o H geg J Gt i =Een 8 g6dl @ -

(i) Issue further equity shares of ¥ 100 each at par
zferdt IR 9fd T 100 & feome @ gaged W I/ w0

(ii) Raise a 15% loan
15% 01 9@IY
(iii) Issue 12% preference shares

12% YHEE R TR HET

The present paid up capital is ¥ 60 crores and the annual EBIT is ¥ 12 crores. The
tax rate may be taken at 50%. After the expansion plan is adopted, the EBIT
is expected to be ¥ 15 crores.

AU Wed deft T 60 FE B 3 aififer EBIT T 12 FUS 21 30 T 50% forn =11 wehat 21
Treamor S H1 T8 HH & §1g, FUIfed EBIT T 15 HUS Bri|

Calculate the EPS under all three financing options indicating the alternative
giving the highest return to the equity shareholders. Also determine the
indifference point between the equity share capital and the debt financing
[i.e., option (i) and option (ii) above]. 14
3R SRRuT! 1 Iwan fed ATt frehey o1 Hahd oo g3 T I T faseedi %

aed g 6t ToE w3 e G af e famder [ W R ) R
fepea (ii)] % s IerfiAan famg oft Fuifa =X

Management/41A 7 [P.T.O.
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7. (a) The balance sheet of Sushil Corporation at the end of year n (the year
which is just over) is as follows :

(¥ in million)

Liabilities Assets
Share capital 50 Fixed assets 110
Reserves and surplus 20 Investments 6
Secured loans 30 Current assets 26
Unsecured loans 25 * Cash 4
Current liabilities 12 * Receivables 12
Provisions 5 * Inventories 10

142 © 142

gefier HIARIA H1 o T H T F TG Forw e (9 5 afi-anft @ gan ?) B
2

 Tafem )

T Tty
IR Gt 50 | femuEe 110
Tafera 3t arfemy 20 | THem 6
gifera w0 30 | UM TES 26
g & 25 | o T 4
A eIl 12 o STH IR 12
BIEDIC 5 « Wi faaao 10

142 142

The projected income statement and the distribution of earnings are
given below :

X in million)
Sales 250
Cost of goods sold 160
Depreciation 20
Profit before interest and taxes 70
Interest 10
Profit before tax 60
Tax 18
Profit after tax 42
Dividends 10
Retained earnings 32

Management/4 1A 8
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FrguTa I faeror o ama @1 ferawor = fem w2

 faferm )
fasra 250
fafspa amm 6 Fra 160
TeasE 20
=1 3R H | IEe A 70
x| 10
F | TR ™ 60
£y 18
F I & e A 42
ATHI 10
yfaeia 3aeA 32

During the year n + 1, the firm plans to raise a secured term loan of Y10
million, repay a previous secured term loan to the extent of ¥ 18 million.
Current liabilities and provisions would increase by 10 per cent. Further,
the firm plans to acquire fixed assets worth ¥ 40 million and raise its
inventories by ¥ 2 million. Receivables are expected to increase by 8 per
cent. The level of cash would be the balancing amount in the projected
balance sheet.

n+ 1 9T % 2R FRE1 2 10 faferm &1 it o & e e =med 2, 3t geadt
i & st 7 18 fferm &1 R 1 31er & =Edt 81 9dAH et 3 yEuE
10 wfereTd 9% 9¢ 914 & 39 f B fraae We a1 wrafy et $ima 40 fuferm 2,
1 TR HET T 2 IR I sl H 2 i q% sem F Ao s )
wre # 8 wferwra e gfg i 3nfig 21 s Ser vfie & Tt 1 TR A FmEe
2

Given the above information, prepare the following : 7

IR G R R e
(i) Projected cash flow statement
AT e waTe ferarton
(i) Projected balance sheet

i e e

Management/41A 9 [ P.T.n
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(b) The following financial information is available about a project :

Year 1 2 3 4 5 6 v 8
Investment 360 | 3-15 |2:70 |2:25|1-80 | 1-35 | 090 | 0-45
Depreciation 045 | 045 | 0-45 | 045 | 045 | 0-45 | 0-45 | 0-45
;?T;:ffore mterest| 490 | 095 |0-80 |0-85 | 0:90 | 0-70 | 0-85 | 0-80
Interest 0-30 | 0-30 |0-30 |0-30 | 0-30 | 0-30 | 0-30 | 0-30
Income before tax 0-60 | 0-65 |0-50 | 0-55 | 0-60 | 0-40 | 0-55 | 0-50
Tax 012 |0-13 |0-10 |0-11 |0-12 |0-08 |0-11 |0-10
Income after tax 0-48 | 0-52 [0-40 | 044 | 048 | 0-32 | 0-44 | 0-40

s e % favg § e forfr gEaTd Iuerey @

L) - " 2 3 4 5 6 7 8
faw 3-60 | 3-15 |2:70 |2-25 | 1-80 | 1-35 | 0-90 | 045
LR 0-45 | 0-45 |0-45 | 0-45 | 0-45 | 0-45 | 0:45 | 0:45

S IR F

P 0-90 | 095 |0-80 |0-85 | 0-90 | 0-70 | 0-85 | 0-80
IS 0-30 | 0-30 |0-30 |0-30 | 0-30 | 0-30 | 0-30 | 0-30

F ¢ | Tgc B I 0-60 | 0:65 |0-50 |0-55 | 0-60 | 0-40 | 0-55 | 0:50

T 0-12 | 0-13 |0-:10 |0-11 | 0-12 | 0-08 | 0:11 | 010

L IS % S1¢ I 0-48 | 0-52 |0-40 |0-44 | 0-48 | 0-32 | 0-44 | 0-40
Compute the various measures of accounting rate of return. 7

37 61 IrEfan o % faft samt i mom $ifs)

8. (a) Why is it important for companies to understand cultural differences
and nuances before entering a foreign country’s market? Describe the
factors that might draw a company into the international arena. 7

Frfit % o 78 weegl w41 2 6 3§ et feft aToR # e G @ vee wiepiae
3 3R AR B guEl 7 39 HROT 1 U HIFTT ST Th HET B ST &
T Ia & foru Frepfia st 27

(b)) Why is understanding the consumer post-purchase evaluation process
important to marketers? How can marketers control cognitive dissonance? ¢

e} 3 e TYETd Hedieh fHAT i aae fershar < fore i wecay 2 7 feshan o
TE ¥ G STl i a1 27

Management/41A 10
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SECTION—B

-

Ys—B
9. Answer the following questions : 6x5=30
e st & s & -

(@) You are consulting with the owner of Better Fitness, a national chain of
gyms. What strategies might Better Fitness use in applying information
services to achieve a competitive advantage?

T ‘I e’ oh Hrereh & RO 0 @ & 1 o 1 v v e 21 g A
1 e o T g BH-H fifeat St frea 3w 9w # aife v et o
ITH & Tk ?

(b) The annual demand (D) for an item is 240000 units. The ordering cost
per order (S) is $ 30-00. The inventory carrying cost per unit per year (H)
is 30% of the cost price (C) of the item, that is, H = 30% of C. The vendor
has quoted the following costs (prices) per unit :

U a1 i AT (D) 240000 1T 1 T 3ATE 1 3R G4 (S) $ 30-00
%mﬁrwﬁwﬁww@eﬂéaﬁﬁmn@(C)a’tmﬁsoo/o%,ﬁﬁ%
H=30%|%@ﬁ9ﬁm§%ﬁnmwﬁ3@m%:

* Price 1: $ 2-80 for order quantity less than or equal to 29,999
T 1 : $ 280 HATS I W FH I FHH 29,099 F fau

* Price 2 : $ 2:77 for order quantity 30,000 and above
oA 2 1 $ 2:77 IE S AET 30,000 A1 59T F forw

Based on the data, make the quantity discount model.
39 S % YR W AE1 G Hied 915U

(c) Assume ABC Ltd., a national chain of budget healthcare clinics, is creating
an information system that will allow patients and doctors at participating
franchisees to communicate online. The goal of the system is to allow
doctors to respond to minor health questions quickly and more efficiently,
saving patients from unnecessary visits to the clinic. This will be a major
procedural change. What steps would you recommend to this
company to ensure the user acceptance of the system?

M o ABC ffires ws awe fafehean & 1 wfr swen 2, 3R TE T AT 7 ST
2 S UfRi 3R Fafsreahi 1 stferre w o 3 forg wm o 9@t S=amefi % &9
ﬁﬁﬁm%awmwmmﬁmwm‘%ﬂmﬁw?aﬁ?
rfereh TTelt & | HHIH H R, 1 TS Bl SEEE d R R 5 9w T
W@lﬁﬂ#ﬁfﬁﬁ@ﬁtﬁﬁﬁ?ﬁﬁ|wmmwaﬁmﬁﬁ
A % foTe 3119 ot H BH-8 Hen o™ F g i

Management/41A 11 " [ P T
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(d) Aggregate production planning seeks to translate business plans to
operational decisions. Justify.

mmﬁm,mmmmﬁﬂmﬁﬁﬁmm%mm
e
(e) Explain, the static effects and dynamic effects of economic integration.

What is the difference between trade creation and trade diversion
resulting from economic integration?

wﬁmqﬁﬁmﬁ@nmaﬂmﬁaﬁamﬁﬁaﬁmﬁnwﬁm 3R =R
e mﬁiﬁqﬁw%m'@ﬁfﬂé 3T Y T8 i

10. (a) A firm produces three products M, N and P. The products require two raw
materials R, and R,. The unit requirement and total availability of
materials is shown here :

T FH i 3G M,Naﬂipa:naﬁ%mﬁaﬁmf?laﬂt%ﬁmw
%nuﬁw@ﬁmaﬂtmﬁwmﬁ%%@éw%:

The labour time required to produce a unit of M is twice as that of product
N and thrice that of product P. The labour available is sufficient to produce
an equivalent of 1,500 units of product M. The firm has contract to supply
400 units each of products M and N, and 800 units of product P and this
sets the minimum production levels of the three products. It is further
desired that the production of M should be twice as large as the production
of N.

Management/4 1A 12
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M ! T THTE o IeqTe % AT 51 FHI Ied1E N 1 &1 T[N 37K IeATE P Hl fiH o 2|
stfirep} <1 TEAT I Ml 1,500 $H1EE1 1 g1 % fore vate B 1w 3w M IR N
#1400 SHIEA 1 IR % Fore gheag 2, 3R 3 P 39 HA | 800 3HI Hl
TR gireg & 3 e EF st & i see 'R w5 fuifa w21 e

=ifisd 8 6 M %1 Ie91g N % IeQ & @ O SATE1 BT =A1fe

Formulate this as a linear programming problem with the objective function

as maximization of total profits. 6
= U tigs Tiofi goen fh sesfaca GeE FoT T H FEiiH % ®9 H AR
|
(b) (i) What is the difference between standardized and unstandardized
coefficients in regression analysis?
i fversor § Arehia 3 fasiem o % = w0 AR R?
(i) What do we interpret from the following standardized coefficients for
a specified model — Achievement = f (interest, engagement, anxiety,
gender)?
us faftre niee % foru weeisa Ui & ¥9 T ST Fd § — ITeled = f
(&fa, detwar, fam, fom)?
(iti) Interpret the collinearity statistics given in the table below :
Un- Co- Standardized
standardized | efficient | Coefficient
B std. error|Beta t Sig. | Tolerance | VIF
constant | 19-83 4-498 4-408 | <001
interest | 0-314 0-098 0-341 3-187|-002 | -813 1-231
engage 0-317 0-105 0-323 3:011(-004 | -810 1-235
anxiety -0-165 0-136 -0-126 -1-22(-227 | -875 1-142
Gender_id| 0-470 0-575 0-081 0-818 416 |-948 1-055
A2 feu o greht o g sfwe # anem
IHEH TR HTehIhd UTTh
B 2w (& t fim. | Tieim | s
e 19-83 4498 4-408 | <-001
AL 0314 0-098 0341 3:187|-002 |-813 | 1-231
R E 0-317 0-105 0-323 3-:011|-004 |-810 1-235
LE L -0-165 0-136 -0-126 -1-22|-227 | -875 1-142
FS_IEE | 0470 0-575 0-081 0-818|-416 | 948 1-055
2+3+3=8
Management/41A 13 [ PTE:
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11. (@) What are digital goods and how does the internet impact the market for
digital goods? 6

feforeat axqd = € 3R fopm @& @ s=we fefieat axg & a9iR &1 wrfaa ohear 27

(b) You are starting a market research company with a single business
partner and are planning the hardware and software needs for the two of
you. Which factors should play into your decision of how much to spend
on these investments? 8

Teh SR WHER % T1Y Y T ATehe {E= o 3T 3 9/t & 311 gEa9 agn
HFR SELdl, GF1 & fore Iien &1 @ 8| 39 Faei & fram ==+ =ifen, @
YT T 9Tt HE HH-T 87

12. (a) Transaction exposure can be hedged but operating exposure can be
managed but not hedged. Comment. 4

TG THETISK i 2 TR ST Tkt 2 T HATRIET TSR 1 Yy S Gehd @ fobeg
B T8 F Thd | I feogoft ferfau)

(b) Assume that economic conditions of France and Britain are almost the
same and so are their social and cultural values. A basket of goods
representing the same utility in both the countries is costing £ 1200 in
Britain and € 1800 in France. 4

M fifoe foh % 3 fsea 6t el seeem omm o 341 2, 3 3 39 8 336
e 3R Aipfas THes il gF1 g § U I w6 s I Iy 2,
e gea fored # £ 1200 3T %9 & € 1800 2|

(i Find the exchange rate of the two currencies according to PPP.
PPP % 38R gHi g1t i fafme ot gar )

(ii) If the actual exchange rate happens to be € 1-40/£, which of the
currency is overvalued and by how much? 1

I arafes fafma & € 1-40/£ B 0 SH- g1 #1 gow 3ifess R i fpan?

(c) Let’s assume spot exchange rate on 10th January is ¥ 55-:00/$. An exporter
is expecting to receive US $ 10,000 on 31st March. He is expecting US $
to depreciate and expects it to fall by about 5% in this period, whereas
realization of less than ¥ 53-00/$ would cause a significant erosion in
his profit. A European put option maturing on 31st March with a strike
price of ¥ 54:00 is available at a premium of ¥ 0-30. (i) How should the
exporter hedge his receivable? (i) If the exporter hedges, what would be
his realized exchange rate if on 31st March, the exchange rate happens
to be either of the three — ¥ 56-00, ¥ 54-00 and ¥ 51-00? 2+4=6

Management/4 1A 14 w



prepp

Your Personal Exams Guide

= & fs 10 et =1 e fafm &€ T55-00/$ B1 U FEias @1 US $ 10,000
31 9 1 fiert $ e 21 9 Iufie wn @ 76 US $ %1 geam B 3R s
59, %1 frrae i 379 @A 2, 36 T FHT F 74 T 53-:00/$ ¥ FH H IGeA 356
e H e 7o B H S| T I [ ST 31 H7E B AR B H
2 R 155 g, T 54-00 % WY  0-30 % Sfifirm W 3uered 31 (i) Fafiaeh 31 s
25 H8 HGhaT 27 (i) 3T Frafas & e 2 A Igeh! arsatas faf g w0 g
afe 31 7 W T 56:00, T 54-00 3 T 51-00 Al F H UH B Tl 27

13. (a) Do you think privatization and deregulation will help India grow? 7
1 3179 T § 6 i i sfafemm @ v % foem § weg frerfi?
(b) What are some issues with Modern-Day cyber laws in India? 7

WA § 3gFe e Frmi 6 55 e aee # 8 ?

14. (@) Compare two major approaches used to translate foreign currency
financial statements and explain how translation gains and losses are
reported under these two approaches. 6

feresft g forcfrar ot o1 argETe 1 3 for sweinT ford SaTet # <1 s@ e
61 gor Hifw) 3 oft i i Re e & 3 ageTE 39 S gfeshivi < TR T A
BT 1 HRT ST 37

(b) What individual characteristics and qualifications should a company
consider when choosing managerial candidates for foreign assignments?
Which one do you think is most important? Why? 8

e HEE et 3 AR % ug W FgRe % forg weff fase & wR-w omEel ai
sl o S e 3 =fee? A9 % IFTER FEY WEeaqo HH-H g =ME0?
i ?

15. You have recently been appointed as the chief manager of the finance division
of GNR Corporation. GNR is a diversified company with three independent
divisions : Metals, Real Estate and Finance. The company evaluates the
performance of each division based on a common cost of capital which is the
cost of capital to the company. Being a finance person, you are unable to
appreciate the logic of a common hurdle rate when the business profiles and
risks involved of the three divisions are so different. When you take up the
matter with the corporate office, the wise men there decide to use your
finance expertise to the company’s advantage. They ask you to work out
separate costs of equity and hurdle rates for each division and send the
report for approval of the board. They also ask you to list out the various
measures that can be adopted to mitigate risk.

Management/41A 15 [P.T:



- _prepp

Your Personal Exams Guide

T BT & § GNR HOReA % fore fom feremr 4 <fie 335 & e w fige e e #) o7
o a faamTi < w1 v fafadisa et 81 i s foam € arqd, wam o aik )
FEA e T % w1 1 Heaieh Tk W T W 8 S T et & st
ANTA 2| T T Traeft TR B9 % SR 31T 36 o <hl AMfehehdl i GO T8 H 9
& Top <fii feramti 3 samaTiies St 37 SiRen 31erT-37erT B % STasg JHT 19T & 0
& 21 99 3 36 fowa i 7 Sraiie SR 9% o 9 8, 9 98l % STHer gigae
=tk TIeh! FHEOHT Y 3R T F foru 3maeh Tl e 1 Iwi e = 81 st
T IR 3Tt AT 3R ESe 1E T farwmt % fore dam o o 1 w=fiepfa & forg faié
USH W FEd | AEGH B FH H FH T F ¢ 3 smuent fafie wedi 7 ghag =01 %
o oft P =+ 2

For the calculations you use the following details :

mET % fore 3 e feaeor = sreEr = aea ©

Exhibit 1 containing the latest balance sheet of the company with division-
wise break up figures for assets and loans.

TFSiifae 1-soot it Teen 3 Erfean Seg e, gwafy oft =60 % S F a1

Exhibits 2 containing summarised financial statements and other details of
three companies, Vajra Metals, Saheja Realty and Maxima Finance which
are typical pure play companies with which the metals, real estate and
finance divisions of GNR are respectively in active competition.

wafifae 2-wfere foedia faaron ofit fiFi smfi & @ fodea & a1y o feew, wgar fared
3 Aferem wrg-g S fefiee wg wiomm &, fmes ary dew, foe o i fom faym <
@ GNR % 319 &, afspa wfaaifiar o 2

The risk-free rate currently is 9 percent and the general view is that the
market risk premium is 10 percent. The corporate tax rate of 30 percent is
applicable to all the businesses.

SRew ek & qdu § 9 wfawrd & 31 3 gren I T wrm Siftew fiftem 10 e 21
30 wifewra 1 FRARE F @ A+ fooma W @y et B
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Exhibit 1
Balance Sheet of GNR Corporation
3 L4 4 4
* Shareholder’s Funds 6000 | » Fixed Assets 8200
* Capital 900 Metals 2600
* Reserves and surplus (5100 Real estate 3800
Finance 1800
* Loan Funds 4000 | = Net Current Asset 1800
* Term loan Metals 800
(12% interest) 2500 Real estate 400
Metals 400 Finance 600
Real estate 1200
Finance 900
* Working capital loan
(15% interest) 1500
Metals 600
Real estate 500
Finance 400
1000 10000
aRfitae 1
FITAAR HRIRYA H Tt vite
T 4 4 4
* IR Fe H B 6000 TRt gufat 8200
o Ui 900 Tq 2600
. TiEa 3 e 5100 e wee 3800
= 1800
« = Ay 4000 | « 92 9dHM Hufy 1800
. HEY a1g 800
(12% SITIET ) 2500 e e 400
ool 400 fom 600
faer tee 1200
o= 900
o HEfie geft R0
(15% =TI ) 1500
ool 600
e wee 500
EK 400
10000 10000
Management/4 1A g [ BT 0%
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Vajra Metals | Saheja Realty| Maxima Finance

Fixed assets 4 4300 4 6800 4 2900
Net current assets 4 1300 4 800 4 1700

5600 7600 4600
Share capital T 1400 z 1300 z 1000
Reserves and Surplus 4 2600 3 3800 L4 1200
Loan funds T 1600 T 2500 T 2400

5600 7600 4600
Revenues 4 7200 I 4000 T 3200
Net profit 4 800 T 500 L4 300
Equity beta 14 09 0-80

TEAIEE 2
At St @ g 2
9 9T /Heed e ferdt Tfa B

iRt gafaat 4300 Z 6800 T 2900
A2 gaqH gufd 1300 800 T 1700

5600 7600 4600
IR Hived 1400 1300 T 1000
afera 3R rfeey 2600 3800 T 1200
ERUREID] 1600 2500 T 2400

5600 7600 4600
te g 7200 T 4000 3200
Ll 800 500 300
gfeadt e 1-4 09 0-80

You are required to answer the following questions :

Ao A Ui FIW A B -

(i What is the cost of equity applicable to the three divisions, viz. Metals,
Real Estate and Finance?

i fedfiomi W o sfeedt i @ w0 R, 39 e, e 3R ok fam d e

(ii) What is the cut-off rate (cost of capital) applicable to the three divisions,

viz. Metals, Real Estate and Finance?

14

i fedioma 9 we-31% T2 (360 <t o)+ 7, 391 decw, d9e 3 IR faa |7
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16. (@) Why does a Company decide to issue bonus shares when its effect on
shareholders wealth is neutral? 4

U ] S I 33 H B Heor 1 e § T SeEIesd B 5 w35 T
qEE Bl &7

(b) Critically examine the impact of mergers and acquisitions in the Indian
banking sector. 10

W%ﬁmﬁmﬁm%mﬁaﬁmmﬁﬁﬁm

* kK
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