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1. Sources of investment information
2. Objectives of investment _
3. Investment versus speculation

year, Its earnings and dwudends are expected to grow at 15% for 6 years and then

Total Marks: 60
Def‘ ine the following terms: _ : _ [08]
1, Investment 2. Secunty 3, Portfolic 4. Security Analysis
Explain the characteristics of investment. [071
OR
Write a note on: f15]

A company earned Rs.6 per"share and oa:i'd Rs.3.48 p'er share as dividend in the orevious [06]

ata

rate of 8% mdeﬁmtely The cap|tallzat|on rate |s 18% What is the price of the share

today?
A company has issued 12%, Rs 1000 bond repayab!e after 10 vears at 10% premlum

[04)

Your required rate of return |s 14°o WI" you buy the bond |f mterest is payable annually

and semi-annually? _ )
Explain and illustrate smgle penod valuation.

OR

[05]

Assume Rs.100 par value, 8% coupon rate of interest, and 10 years remaining to [06]

maturity date.

e ifinterest is paid annually, find the value of the bond when the required rate of

retitrn is 7% and 8%.

o Using 10% required return, what would be the value of the bond if interest is

patd semiannually?

o Acompany's current price of share is Rs.100 and the expected dividend per

[04}

share is Rs.8. If its capitalization rate is 15%, what is the dividend growth rate?

¢ Ashareis currently seiling for Rs.120. The expected dividend after a yearis

Rs.12. The perpetual dividend growth rate is expected to be 8%. What is the

equity capitalization rate?
Explain the bond value theorems which indicate relationship between requir
rate of return and coupon rate.

ed [65]
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Define leasing and explain the factors refevant in making the leasing decision.
“Leasing is one of the important means of financing for a firm.” Comment.

' ~OR
Define leasing and explain in detail the various types of lease arrangements.

A company’s EPS Is Rs. 20 on a share of Rs. 100, It has an internal rate return of 25%.
Capitalization of its risk class is 12.5%. if Walter's model is used:

1. What should be the optimum payout ratio? What would be the market pnce at
that ratio?

2. Suppose the company has a payout of 25% of EPS, What woutd be price per
share?

Explain the bird-in-the-hand argument,
OR
Briefly expl;_in the internal factors affecting di_vic_ie_.nd policy decision.
Aaga.r.n Ltd beioﬁgs: to é risk_-_cl'ass_ for which thé_ ap;i_rbpﬁate ca.pita_l_i_za_tion ra_t'e Is 10 per

cent. It currently has cutstanding 25,000 shares selling at Rs 100 each. The firm is
contemplating the declaration of dividend of Rs 5 per share at the end of the current

. financial year. The company expects tohave a net income of Rs 2.5 lakh and hasa
- proposal for making new investments of Rs 5 lakh. Show that under the MM

assumption, the payment of dividend does not affect the value of the_ firm.
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