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1]
Ans: Liquidity Preference Theory is a model that suggests that an investor should demand a higher interest rate or premium on securities with long-term maturities that carry greater risk because, all other factors being equal, investors prefer cash or other highly liquid holdings.
Cash is commonly accepted as the most liquid asset. According to the liquidity preference theory, interest rates on short-term securities are lower because investors are not sacrificing liquidity for greater time frames than medium or longer-term securities.  
3]
Ans: Factor # 1. Maintenance of Reserves: Various reserves for different pur­poses are needed for efficient running of a company. Reserves for depreciation, working capital, bad debts, dividend equalization, expansion, taxation, debenture redemption, and preference share redemption are very common for a company to keep apart. The surplus is available for dividend.
Factor # 2. Existence of Earned Surplus: A company cannot pay divi­dends out of capital. Dividend is payable out of current profits or accumulated profits of a company. It can be paid after pro­viding for depreciations as per Companies Act.
Factor # 3. Cash Needs of a Company: Cash position is a big criterion to pay dividend. 
Factor # 4. Need for Growth and Expansion: A company, quite likely, is brought into being not to remain static. It is to grow and ex­pand. 
Factor # 5. Steady and Stable Dividend Policy: An ideal dividend policy rests on the principle of stability and steadiness. Attractive div­idend rate after providing for reasonable, regular and stable income should be aimed at. 
Factor # 6. Government Taxation Policy: Government levies huge amount of taxes on companies to augment its revenue needs. This means the management is put into difficulty in maintaining stable or high rate of dividend. So, this has to be considered while formulating dividend policy.
Factor # 7. Legal & Dividend Restrictions by Creditors: Lenders to companies, while granting long term credit, may restrict the rate of dividend payment.
4]
Ans: Some commonly seen types of business entities are:
i. Sole Proprietorship / Trader
ii. Partnership Firm
iii. Limited Company
[bookmark: _Hlk94455604]iv. Limited Liability Partnership
1)A sole trader is a business which is owned by one person and which is not a limited
company. Solo traders have unlimited legal liability for their business debts.
2) A partnership is a business which is owned by more than one person and is not a
Limited company.
3) A limited company is a business which has a legal identity separate from the
owners of the business.
4)Limited Liability Partnership is a business vehicle that gives the benefits of limited liability whilst retaining other characteristics of a traditional business partnership.
5) Many sole traders are one person operations, such as a window cleaner or a freelance
journalist, where the owner carries out all the work.
6) When two or more people get into business together, they may form a partnership
Many professional firms such as accountancy firms and actuarial consultancies are
partnerships.
7) A limited company has its own distinct legal identity. It can own or deal in
property in its own right. It can arrange contracts on its own behalf. It can also cue and be sued. A company can be fined by the court (but not imprisoned!). Almost all limited companies are set up by the issue of shares.
8) Any firm consisting of two or more members (note: not partners) engaged
in a profit-making secretary) and, of course, no shareholders. The LLP, as with a limited company, is a separate legal entity. As a separate legal entity, the LLP is able to enter into contracts, hold property and to continue in existence regardless of changes in membership. Any third party dealing with a LLP makes a contract with the LLP rather than with a member.
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Ans: The irrelevance proposition theorem is a theory of corporate capital structure that posits financial leverage does not affect the value of a company if income tax and distress costs are not present in the business environment.

7]
Ans: Fixed Capital -Fixed Capital implies the fund investment created in the long term belongings (assets) of the firm. It is a mandatory necessity of an enterprise during its primary stage, i.e. to begin the business concern or to administer the existing trade. It is that portion of the entire fund, which isn’t utilized for manufacturing but they are kept in trade for more than 1 accounting cycle. Its character is perpetual which subsist in the framework of intangible and tangible assets of the firm.
Working Capital -Working Capital is the gauge that measures the economic soundness and functional effectiveness of the firm. However, it is the result of current assets minus current liabilities, whereas current assets are the assets which can be transformed into cash within 1 year, namely cash, debtors, inventories, etc., whilst current liabilities are those liabilities that decrease outstanding for pay in 1 year, namely, bank overdraft, short term loans, tax provision, creditors, etc.,
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Ans:
1) Economies of scale are cost advantages reaped by companies when production becomes efficient.
2) Companies can achieve economies of scale by increasing production and lowering costs.
3) This happens because costs are spread over a larger number of goods. Costs can be both fixed and variable.
4)   A business's size is related to whether it can achieve an economy of scale—larger companies         will have more cost savings and higher production levels.
5)   Economies of scale can be both internal and external. Internal economies are caused by factors within a single company while external factors affect the entire industry.
6)  Economies of scale are important because they can help provide businesses with a competitive advantage in their industry. 
7)   Companies will therefore try to realize economies of scale wherever possible, just as investors will try to identity economies of scale when selecting investments.
8)   One particularly famous example of an economy of scale is known as the network effect.
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Ans: I would prefer Scenario 2: Neither of the events happen. I won’t want to have the feel of losing money and then finding the same money again because the amount remains the same and if the money won’t have lost then I would have invested it or made use of it somewhere. At the time when money is lost, if I urgently needed it then it would be a discomfort. By the time I find the money I would have borrowed it from someone else. So there is a lost of time value of money and also discomfort. Hence I would choose scenario 2.
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Ans: 1) A buffer stock scheme is a government plan to stabilize prices in volatile markets. This requires intervention in buying and selling.
        2)Cost of buying excess supply could become quite high for the government and may require higher taxes.
        3) Minimum prices and buffer stocks could encourage oversupply as farmers know any surplus will be bought. It could even encourage excess use of chemicals to maximize yields because farmers know any excess supply can be sold – even if the market doesn’t want it.
        4) Government subsidy to farmers may encourage inefficiency amongst farmers. There may be less incentive to cut costs and respond to market pressures.
         Some goods cannot be stored in buffer stocks, e.g. fresh milk, meat etc.
        5) Agriculture is a globalized market. If some countries form a buffer stock scheme and buy excess supply, they may find that other countries ‘free-ride’ on their efforts to keep prices high and undercut them.
       
