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Åz�s# (Functions) ZzgZdw (Scope) ÐM\HB�?ZkÆ�Z],{»g (Financial Management) â1CZOð X1

�,X
Æ�gxy�ÛtzZãÙX Wealth Maximization Zzg Profit Maximization X2

A Project cost Rs 25,000 now, and is expected to generate year and cash inflows of Rs.9,000 X3

Rs. 8,000, 7,500, Rs. 5,500, Rs. 4,000 in year 1 through 5.  The opportunity cost of capital

assumed to be 10% per annum

C[ÙX NPV 6,z�Å
�gzfsÄZ**]6,¿âK̂X X4

Under - Capitalization (a)

Over - Capitalization (b)

Åæ�ÐÒy�,X (Graph) Ã¤/Zs (Theories) ÆZÃc*] (Capital Structure) uâtÅzä X5

ÃC[ÙX Payback Period øDfs¥â]Åæ�Ð X6

Year 1 2 3 4 5

CFAT (Rs.) 60,000 40,000 20,000 15,000 10,000

Rs. 1,20,000 = (Initial Investment) Z�Zðuât»g~
Æ£�6,,Ðc�,X (Financial Management) â1CZOx X7



Åz�s#�,X (Approaches) Å°p�D�ñZkÆZ§hV (Working Capital) zgåã X8

Åz�s#�,X (Factors) ÃOW,�äzZáúZï (Dividend Policies) -i+&+0*ÎV e X9

ÃC[ÙX Operating Leverage fs~�b�¬]Åæ�Ð X10

Sales (Units) = 50,000

Sales Price = Rs. 40

Variable Cost = 30% of sales

Fixed Cost = Rs. 6,00,000

�zx z
Å°p�D�ñZkÆZlxÅz�s#ÙX Leverage X11

If return on Investment (ROI) = 10% X12

Cost of Equity (Ke)      = 10%

Earning Per Share (Eps)     = Rs. 10

ÃC[ÙXZ¤/ Market Price Per Share (MPS) Åæ�Ð Walter Model

(a) Dividend Pay Out (Dp) Ratio = 0%

(b) Dividend Pay Out (Dp) Ratio = 50%

(c) Dividend Pay Out (Dp) Ratio = 100%

ÃÒyÙX (Steps) Æ%ÖV Capital Budgeting Decision Å°p�D�ñ Capital Budgeting X13

Ã¥xÙX (Internal Rate of Return) øDfsâàñZ�Åæ�ÐZ0+gzãÑbqÝ X14

Year 1 2 3 4 5

CFAT (Rs.) 60,000 50,000 40,000 30,000 20,000

�guât̂sHYYì? Rs. 1,00,000~Project Zk

6,gzÝeZBX (Dividend Theories) Å°p�,XZe-i+&+Ãc*] (Dividend) e-i+&+ X15
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