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Catiger ategoy- Assqnment questions- Uut 3 44 

D RR Ls the most aeluakla means ochoosing 
etwen mutually encluseeR Rls. 

A. Marsket pruce eshaeEaznun� fea shaze. 

3.D. AU ethe akeve 

A 12,00, 000o 

5Sals = 2500 
LosT 1500 

Tax= 40/ 
i=201 

iCash low at data = Sals - cas Cos 

SDO-Isoo

OOO 

inN V = ? exptu 
Cas lauhow aftr tax = 1000-[4-0%o 1000 

=6o0 

500 600 
(+i) 

NPV = 

12 
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6.00 = 416667 
122 

ii.NY= 600 

- 400 
+500 RsoO 

2 

NPV = 1500L +2100 7 O8.333 
2 122 

The NfV o the haeuct wil_change 
208.333. 

6 6. omeasume any busunessebbicenc 
halLosIo le anausd ase: 
(P/E): ua to eäaning aatuw: The maket 

ice etheshan encapsul�ts evelhung 
that t maskt heels_abeut the kompan 
E qures usan etunon maskel abeI 

company 's bLhanes3 e nc the lomny 

has a ah P.E, t u Lendadesedt6 be 

Ne valuund, attAatlwehapidly Dwling and 
eicnt 

P.E = Masholhuca an oadunay Shane 
CaAninqs a shaie 

Inventohs unevez Nuod 

This Aalsshous hew much inventoa to 

Connpar has dn Aelahen to the stale B 
Compas0peaalist. he Adluo.al shews hat. 
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buusiness eicuncy atlaled To, holdun o 6usines3. 9 t is hapd Ahan the Hhe 
COmpanues n he 8ame Jnduuu mgh ndicate_an uneiciely Aag' nvetoy holdna 
9t denoted as JnventoLA X 365 

Cost of salu 

TAade Aeceiva bles nenes fipd1: 9t is desiakle loa te thisAao to he as shot as bposstlle at nil_le etteto 

3 

he company ARcLNes cashlonSSecoivasle 
as easly as pÖssilla, 

9tudrnotndas: TAade secivakle X 365 
Crealit sales 

7uulalion e alo analuas 
9t Ot divestattention pem the qunes Atatement hemselwes 

9t Ampofant to look al_inko2matreu 
the balate sheets , cashlou slatimet and nol o to Company EL Anhaimalau Lannot be dusclosed in the. aalios 

emuon 8ung heompany 0 Adamages tho anual Btatimenils o the tempan 
ghowsXhe claum amount 
Compayon anhe alhecled by diherent 
Acconung AAacu puolucie e by athes- OR EDUCATIONAI. USE SundaramD 



enlonal actons 
two business ase albectod ata 
derent etluils by Cuwlncy moveman 
then the haluos e e Company lannot 
be Companakle. 

ao Companus use_dilferent methods 
dALcLdlon the ae noT Compajakl 

3. Thee _cedd be hiaullaitie oh 
1ade which nake itdiauUL 6 
Jnlenpnel oataun aallos 

4. The statemonI Ceuld hase lseen. 
daliberalGl_disotod by so callad 
MALawe dccou ng bseleclun� 

ACOLLnung policios/ mak asSumshaa 
wheh Tesd to bmas the kaunes in 
Ahe oectionchosen managemeL 

i stock taad ot _dijerant bel�s in 
the stock _masket btcau 

bMa a masue Ast emalue 
hisk as8ocLa lod wth a pasti
ulai stock 
Bnd systematie ik idsjeruct an 
dudent companne 

bystmaue nisk de penols on cycle 
bineAs aclvt BYJerct busuLAs 

8ecton may be hut earlien Lato n 
the busins.cyele L s0hEClo_bela mayvaay 
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Fgcancd 1+ (4)Punga 
E 

1 411-0.3) xunqeosed
2 

pungeALca O8143 
1+0.7/2 

qcacd I+2(1-0.3) o.2148 
2 

I38516 
39 

A Sn genma the mark1t value e investnant 
ust lewe than the net pacsent vaue 

10 Lunant Maket Pnice = Ho outh-8/. 
f =6 

Djdend 
5/, 
10 

uh Ketention Kale xROE 

ousth 
Rrteon Kate 

OE 
Divdond Yield 

Dindend reld (&iidend/ Cwt M.Px10o 
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Dividend Yield =(0/o) x ioo 

85tA3/ 14 2251/ 

-Dindend Yeld =1 4p 2857/ 
O.8542. 

'ROE =_.O8 
0-85I4 2 

O.09332 

KOE 
6+ (51. xp) 

p 9.3/-6 
5 

= 0.6661 

Sushmauc uk s ncreasedby 307 

PRR = 0.G66 80, x o.666° 
0. 66G/. + O.5 333/ 

19932/ 

6 + (5/ x Brew) 
G1 t C5 x 1-199.32) 

ROE n 

1L91664*/ 
Kelenlion=ROE Gowih=_8% 

IA9664 
- O. 666 RS 

OE L- L 
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RetentOn 
GG6 * IDidond ield 
Diidend Yeld E O.3331 

DiMdend OG = O 333 1 
CMP 

-Dividond ield 

=0 383 1 
CMP 

CMP 30.021 

Ans eectire 8hase sa ica i 
Ks 30: 021 

11 6afa e a stock 
Bata is the measue e the volallly i e 

SAtemallc nisk ea&eCuLty Ox �ostfelo 
LMpard o the MArkat asa ushelo 
Beias usodn he caiita asiet ucina 
model(CA PM To describes the elalLonahup 
betneon 89stematuc nd Lpeod twzn_ 

koA_aAs. 
Ayalue e bota ln encess e Ldica 
8tock that has histoaicallyamplizie2d
the hetuin_ ef the ohole maiketA 

tzro wauld indicale that 
Thestock hashiutozicallypnouded a 
more tabe etun. 

9t dlenotd b heoznuula : 

i im. i0m 
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Beta Belacan e detecmined bytheakmula, 
B= Sim 

Om 

lereB shews bela o the fuiancial nstzument 
Sm Corelation_coehiced between the 
Sctuans 
donotestandard deULTIDN3 OL Ltock 
etwns.p indiidualzteckai and markot 

asa uShale UNROCtively 

stocks 1and m Ci and om 

i As an_acue stack mackat, 9 waulo 
iweat in a steck uth bila a1 

eexnment bonds _and secucctus s uke 
thawe a lseta . 

2Deht:auty = 1:| 

eauit sk eMuLm= 5:/ 
Gho cost ef debt = 9-/ 
B 5 
tad = 25°/ 

Cost o eauhy = kisk free ali (rf) + tauity x_Pgomul 

k umuim 

T + 57:x1.5 
4-57 

undaram) FOR EDUCATIONAL USE 



Weighthd Avenage Cost Loptal 

Coatequi)x êa�u+Ntcoat xdolht 
Capit debt Caputal Caputal 

Iolal Capda 

= Cost oeauits D+E Gpess XÇ1-E)x DD 
ogl efdabt DE 

D+E 

14-57 xL + 9(1-a5/ 
2 2 

7257 3-315°/.. 

5.3125/2 

0.106 25 

Debt = 0 
wACC = Cost e eauih x eauapal 

Taal opital 

O10G25 =|4-57 X e Euly capilal 

Equidy carital= 0.7327 
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Pungeared= 

gcarad +D (1t) Pungea 

1-5 1L-R51) KBung earud 
Pugeaed O.85 7 

TQrLd netuin On equit 
= Cest e equits as qUE isl:1 

R +eAily skx_pnungesd 
mm 

7/+5:: x 0-8571 
129 



a)Curect ratw =cwwronta3s0s 
Cwocent Jialbilities 

Thus aluo is used To asA13 Loheth tho 
CemtALIE-ACompany ql be asle_Jo Jpa h 
buls blls oez the net he months. pIdei 

omynaiaron ean estumato ef tho amaunt 
onay duo to b Sreceivedin the ahot 
term th an estimato the amouni 

b btors TurNDeZ_henod Hatuo = Nt Cradt Salu 
Avq Acound koceinabdle 

Salio ia Used to quglutu quanty hew 
wtu LompanaA arA_Managung thl Cradt thaiL 

he etend o thun cuitomers bs 2Naluauna 

how ong t takes th caulect thAutstand 
dbt_hiaughout he accOLuntingheLeek 

11TheManaaer should use quuck aiLo 

Quck atin = ucord axsuts-inverteties 
CrAi_iabltes 

L 
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15) 

Dekt cauity = l: 
Quess edemption yteld 
iidend yald 47 8/ 

dn ineStor mughtby sharres in hu 
e ecelxing diidondsAnd 

a tunhat iu mo fhan anktatian 

Cast captal costsEqulttNet dab 
eui ap Cost ap 

Total Captal 

ea ngrases therL is ncxease 
in k intoluned in 2etwens ds e_kncu 
uturn pn eaidy function e grouwh 

hisk_ ne As risk actsz incieasas 

J2JnteretPUk' e deanulUtneasc 
th heNenue, toz a dua
ler is Low 

o Cost e eay nCM2ases 

CosE 

eap uDACC 
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i Th Miln Ond Modioiani's Sassdevasc 
Capitol stuctun that posub anial NAOA does net oect the valua eLempar incone aa 2 dis ess co as2' no 

AssupLons 
Nolo 
Tkansactoa cob 
Ladus q e as bankauptty n lho 

Cost oXourun 
+U noamáie 

L ame 

No cOpoaati dixidnnd ta 

IvEkct e gearunan the t na Modlani Mlls capal 

R Cost 

equidu 

MM MMThcoY AC 

Opimal 

Debt qui 
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V 

a f = 6/ 

eauity eum 5 
wataed = L4 

Cost o eauty (eauity 
rombmJ 

f+ 

6+5/\-4) 
.13 

bMCap = 100 mM 
obt = 407. 
M.V = 50 
TOM= 30/. 

gand ItD Ç-tX pungeass 
E 

t041-801)x .4 
0 6 

2-0533 

L-- 
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C.Cosf ocquty f 1 cquul fnroxc 

.03) 
O. 16 266 
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