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Learning Objective: The objectlve of this course is to he p students understand the process of financial
decision making to enhance share holders wealth

/ UNIT 1: Introduction
Introduction to Financial Management: Meaning, nature and scope of finance — Financial goal (profit vs. wealth
maximization) — Finance functions — Investment1 financing and dividend decisions — Organisation of Finance function
— Finance and other related areas Iy y]

- UNIT 2: Capital Budgeting . i
Investment Decisions: Nature nt decis fon criteria — Methods of Capita
Budgeting (payback period, accounting rate of return, net present value, internal rate of return, profitability index) —
NPV and IRR comparison — Capital rationing
Risk analysis in capital budgeting — Meaning and nature — Risk adjusted discount rate — Certainty Equivalent —
Statistical Techniques to handle risk — Probability Assignments — Standard Deviation and Coefficient of Variation —
Probability Distribution approaches — Independent and Dependent Cash Flows over time — Decision Tree Analysis.
(Includmg practical problems)

Meamng and Importance of financing decmons Meaning and significance of cost of capital — Calculatlon of cost o
capital (debt, preference capital, equity capital and retained earnings) — Combined cost of capital (weighted) — Cost of
equity and CAPM

Operating and Financial Leverage — Measurement of leverage - Effects of operating and financial leverage on profit —
Analyzing alternate financial plans — Combined / Composite Leverage [Including practical problems]

Capital Structure Theories (Net Income, Net Operating Income, Traditional, and M.M hypotheses) —~ Determining
capital structure m practxce [Theory only].

P g a
Management of Workmg Capital: Meaning, significance, and types of working capital — Calculating
operating cycle period and estimation of working capital requirements — Financing of working capital and
norms of bank finance — Sources of working capital — Various committee reports on bank finance —
Dlmensmns of Working Capital Management — Cash-Inventory-Receivables Management[Including

robl

Dividend Policies: Issues in dividend decisions - Walter’s model — Gordon’s model — MM hypothesis - Dividend and
uncertainty — Relevance of dividend — Dividend policy in practice — Forms of dividends — Stability in dividend —
Corporate dividend behavmur [Including practical problems]
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