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1. Explain the concept of ‘Cost of Capital’? Discuss and describes how the cost of capital is calculated for
each individual component of capital. Discuss the factors influencing the pattern of capital structure.

2. A company is considering the following investment alternatives, which have the following cash flows:

Cash flows
Project To T, T Ts
X, -20,000 +20,000 -- --
B, -20,000 +35,000 +15,000 --
B -20,000 +24000 +8,000 +24,000
B; -20,000 +20,000 +6,000 +26,000

Rank the projects according to each of the following methods (a) Payback (b) ARR (c¢) IRR and

(d) NPV. Assume a discount rate of 10% for each of the alternative.

3. What is Project Risk? Discuss the various methods used to measure project risk under uncertainty.

4. Describe the various Non traditional sources of Long Term Financing.

5. What is Financial Engineering? Discuss the factors for growth of financial engineering applications in

designing financial products.




