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1. This paper consists of 40 multiple choice questions (M.C.Q.). All questions are

Compulsory and carry 01 mark each. There is no negative marking.
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2. Each question has four alternative responses marked (A), (B), (C) and (D). You
have to choose an appropriate answer option and mark it on the OMR sheet.
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3. For marking answers on OMR sheet, follow the detailed instructions given on the

OMR Sheet.
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4. Use only Blue or Black ball point pen for marking on OMR.
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1. What does financial management primarily deal with:
A. Production decisions

B. Marketing strategies

C. Acquisition and use of funds

D. Employee management

faxft st T 0 @ fpad gefdd 7

A. IdTe et g

B. fauur YurHifaar

C. 41 BT IRFFTT 3R ITIRT

D. HHARY UeieH

2. Which of the following represents the cheapest source of finance in general?
A. Equity shares

B. Debentures

C. Retained earnings

D. Preference shares

fafafed o Q@ oF 1 IR 0 9 99 &1 998 I 9id /7
A. S WR

B. fsdTR
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D. IR WR

3. What does financial planning ensures?
A. No risk in business

B. Adequate financial resources

C. Unlimited profits

D. Employee satisfaction
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D. HHART AP

4. The concept of working capital management belongs to:
A. Long-term financial decisions

B. Short-term financial decisions

C. Dividend decisions

D. Capital restructuring
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A. dideifaes faxita fAofa
B. 3{cUpIfersp fa<ita o
C. AT geeh fAofg

D. It gie

5. The concept of compounding means:
A. Calculating PV

B. Converting FV to PV

C. Earning interest on interest

D. Deducting interest

HURSTET & HIVY BT HITS T 8-
A. PV 1 TTUT

B. FV &I PV § §gaT

C. SITS TR SATS] HHM

D. ST 1 el

6. Which of the following is not a step in financial planning?
A. Setting financial objectives

B. Estimating capital requirements

C. Performance appraisal of employees

D. Framing financial policies
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B. Uil SMTa=Tb IS &bl STH ST
C. HHARIT BT UG=H gt
D. faia =fct &1 fmion

7. Which of the following is not a traditional objective of financial management?
A. Profit maximization

B. Wealth maximization

C. Efficient use of resources

D. Adequate returns to shareholders
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A. SHfUHTH ATH

B. ¥ T SffhaH IUTNT

C. TH1YHT T PRI IGAN

D. JIRYRD| DI YA Y

8. Dividend decision relates to:

A. How much profit to distribute

B. How much funds to borrow

C. How much to invest

D. How much to produce

Ay Folg Fafifed § 9 fead d6fdd &
A. e ey faafa s ©

B. fora il ¢RI SR ot 3

C. fora g w1 §

D. fhdT ST BT 2

9. Capital structure refers to:
A. Mix of long-term funds

B. Mix of current assets

C. Mix of current liabilities

D. Mix of short-term funds
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10. Time Value of Money assumes:

A. Future money is more than present money

B. Present money is more valuable than future money
C. Money has no time value

D. Money increases only due to inflation
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11. The formula for Future Value is:
A. FV =PV * (1+1)"

B. FV =PV /(1+n™"
C.FV=PV-r

D. FV =PV + n

Y™ e 1 T 1 &:

A. FV =PV * (1+n)""

B. FV=PV/(1+n"™"
C.FV=PV-r

D. FV =PV + n

12. Sunk cost is:

A. A cost that is relevant for future decisions

B. A future avoidable cost
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C. A past cost not relevant to decisions

D. A marginal cost
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13. A long-term financial plan generally covers:

A. 1year

B. 6 months

C. 5-10 years

D. 1 month

T Sfapifere faxiia dieiT 3 4R TR 1 R Rl 8
A 194

B. 6 Ao

C. 5-10 9HId1

D. 1 HgH

14. A financial plan should be:
A. Rigid

B. Flexible

C. Complicated

D. Uncertain

T ol diorn &t € =l
A. HBR

B. CTailci!

C. ufed

D. 3fffga

15. In financial decision making, risk-return trade-off means:
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A. Higher risk, lower return
B. Lower risk, higher return
C. Higher risk, higher return

D. No relation between risk and return

fo<ita fofg o & Sy IRl SR &1 erf s g
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B. ¥ SR, 3ffde ufdwrd

C. 3 JIRgH, 3= Ufdwa

D. S 3R ol & o9 B Jey Tt

16. A regular series of equal payments at the end of each period is called:

A. Annuity due
B. Ordinary annuity
C. Perpetuity

D. Mixed stream
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A. <F aTap!
B. TETRUT aTfNeh!
C. Fer=rt
D. farfsra arr

17. The main objective of investment decisions is to:
A. Increase debt

B. Allocate funds to long-term assets

C. Increase dividend

D. Lower taxes
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18. A financing decision deals with:

A. Product pricing

B. Mix of debt and equity

C. Dividend distribution

D. Production targets

T faauyur fofg Fafefad 3 we&fd 3:
A. 3G g AR

B. 3BUT 3R STl &1 firsim

C. STHiR faaRom

D. Sdla- ol&d

19. Modigliani and Miller (MM) approach assumes:
A. Taxes exist

B. Capital market is imperfect

C. No bankruptcy cost

D. No investor rationality
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20. Optimal capital structure aims to:
A. Maximize cost of capital

B. Minimize cost of capital

C. Increase liabilities

D. Increase dividend
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A. GSit &1 dTd 1 SEDHdH DAl
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D. TR &I I

21. Trading on equity refers to:

A. Buying shares

B. Use of debt to increase return on equity

C. Selling equity shares

D. Reducing equity
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A. TR WG

B. 3¢l IR Ufdhd d¢TH o o1 FBUT BT IUANT HAT
C. St R ST

D. Sfepcl Bl HH B

22. Combined leverage is equal to:

A. Operating leverage + financial leverage
B. Operating leverage x financial leverage
C. Operating leverage - financial leverage

D. Financial leverage + operating leverage

Tgad Ie frdd SRR &

A. TRETe Sy + fa<iig ary
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C. GiREme oY - fa<iig
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23. A firm with high business risk should use:
A. High debt

B. No equity

C. Only preference shares

D. Low debt
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B. PIs Sfdcl gl
C. $ad aRIadl R

D. ©H BU

24. Capital structure planning involves:

A. Forecasting sales

B. Maintaining an ideal mix of debt and equity
C. Determining product price

D. Appointing employees
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25. The technique used in cash management to forecast cash needs is:
A) EOQ model

B) Baumol model

C) CAPM model

D) Gordon model
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A. 33T Aied

B. ST3HIA Hisd

C. Higdied Arsad

D. e Higd

26. Safety stock refers to:
A. Extra stock kept to avoid stock-out
B. Stock to be discarded

C. Stock for emergency loans
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D. Stock purchased on credit
R T BT Y T 6
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27. Permanent working capital refers to:

A. Seasonal demand of funds

B. Minimum level of investment in current assets
C. Extra cash for emergencies

D. Temporary finance

Qrft rfefie Yoht T e &:
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D. 3ryrdt fad

28. Temporary working capital is:

A. Long-term requirement

B. Needed continuously

C. Required due to seasonal or special needs

D. Same as permanent capital

SR HRIRAS Yoil &:

A. ST Sfra=derd

B. fFRCR S{Ta=geh

C. At 1 fa=IY STaRgaarsii & HRUN ATl
D. R goit o JHH

29. Cash management aims at:

A. Minimizing inventory
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B. Minimizing idle cash while meeting payment obligations
C. Increasing credit sales

D. Reducing fixed assets
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C. BT fash! dgm
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30. The objective of receivables management is to:
A. Minimize sales

B. Maximize receivables

C. Maximize sales with minimum credit risk

D. Increase fixed assets

T UeeH $T 354 o
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31. The Economic Order Quantity (EOQ) model helps in:

A. Determining optimum cash balance

B. Determining optimum inventory order size

C. Determining optimum receivable level

D. Determining fixed assets

gD 3SR Bifedt SeNe) Aisd Fufifad & Aag s &
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32. The objective of receivables management is to:
A. Minimize sales

B. Maximize receivables

C. Maximize sales with minimum credit risk

D. Increase fixed assets
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33. Holding cost of inventory includes:
A. Ordering cost

B. Storage and insurance cost

C. Transportation cost

D. Selling cost

& B1 IS NI o T Qe @
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D. fersht wrTd

34. The working capital cycle is also called:
A. Profit cycle

B. Operating cycle

C. Sales cycle

D. Capital cycle

SR gont 9o ! fgfeiad ft we1 S &
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D. Usit dsh

35. Cost of debt is generally lower because:
A. Interest is tax-deductible

B. Debt is risky

C. Dividends are compulsory

D. Investors dislike debt

FUT B} ANTT TH IR W HH sl & Hifdb:
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C. T S7Hard §

D. 3T 501 ToRiE v §

36. According to the Net Operating Income (NOI) approach, the cost of capital

A. Increases with debt

B. Decreases with debt

C. Remains constant

D. Becomes zero

[ TR 311 (TH. 371, 3TS.) TPDI0 & IR, Yoll BT AT
A HU S Y TG 3

B. 50T & WY el §
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37. The optimal capital structure should
A. Maximize cost of capital

B. Minimize EPS

C. Maximize firm value

D. Increase operating expenses

gyay Yolt TREAT B4t gt At o fd
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B. SUITH &I AdH P
C. T e &I fUHdH B3
D. UR=Te o § gfg

38. Financial leverage measures the relationship between:
A. Sales and variable cost

B. EBIT and EPS

C. Profit and sales

D. Assets and liabilities

forita oy FofaRad & ot ey &1 A9 6:
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C. AY 3R o
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39. The theory which states that firms should use debt up to the point where tax
shield equals bankruptcy cost is:

A. Net Income Approach

B. Net Operating Income Approach

C. Traditional Approach

D. Trade-off Theory

9% Rigid o FgaT & fob wHl &I 3 fig dd FHUT &1 SUTINT HRA1 1T oTg] R e
(& gitee) fearferam and & RISk 8, 99 RIT Had o

A. IS 3T B

B. Y& URETEH 3 EfPah10r

C. URURe fPepiul

D. 3MTeM-UaH Rigid

40. Just-in-Time (JIT) inventory system aims to:
A. Maintain high inventory at all times
B. Increase warehousing cost

C. Reduce inventory levels and receive goods only when needed
15
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D. Encourage bulk purchase discounts
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