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alaa Assiaamatit = 

DRR is the moet elfable _mtans of choasino 

betaleen mutullay exclusive projects. 
choosioq 

AMarket pice of shazes Price eains atio 
Easnings pex share- 

3. DA1l of the above. 

:DIo, 0o, o0o 

5Giveni
Sales= 2500 
Cost-500

ashflau at date 1:250o -150o 
1000- 

iiNP Net casflowx Discoutioq toctor 

1000 
12 

NPNE 832.33 

NPV 25oo 
-20) 

1500 
(120 

2033 1041-G61
NPNg 1041.66
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The ati.os Coosidexed tor analysis ofbusines3 efficieoae 

Tnventoryunaveh Ratio: 

.It is the number of times aCormpany has sold and 1eplenished ts ivento over a specifi aeout of time 

Tnventor unover Ratio= Cogt of_qcods_Sald 
Avg inuentaies

Hiqber _gatio is more desirqble than a loa One as it tends to points to stong Sales 

It depends upon inventory Contro, also knanla 
as stock Coto 

iTrade Reciaatate Recvables tianovek Ratio: 

L measures the ekiciency uith hich a caeopany 
is able to collect on its 1ecivables o1the credit 
iextends to s Customers 

Lalso measures noof tines a onpan s recleixables 
oyertedto casb at Certain peiod of tioe 

rade Recivable turnover ratio= Net CredE Sales 
Avg 0CCounts reavable_ 
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A hiab ratio indicates that Coapanu collectimne
acDunts easvable is efficiest that it has uali 

Customer S albo pai_o their' debt quickly. 

i Trade Pajahle Peiod: 

This raia iodicntes the credit pesiod neceivable bu 
he ormpany tooake aymeots to is Suppliers 

Higbe Matio indicotes the Corropany has_large_Crelk 
peuiod 

|Limitations of ratio_analysisaie as follous : 

iDiverts attemtioo 

iAppopriatetompakision 
Differeat industies. 

ivCretive actounting. 

8. The possible neasons tor the stocks ts tade at. different betas intbe stoek aYe as follows 
B (Beta) is the oeasure_of sustesatic ziak. 
It measuies the Volatility in the st ocks- COmpaked to ovehall tock m Mket 
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ALL Coopaniesa +ace3usteatic yisk, bowevek Bome nainies ake exposedmo1e to the manket & 
Corapainies ake 

H.excbyat iaks than othen thexog othena. 
oPferert tOmponies bave difereot CapitaStructuzes. the copany unlevtxed lungeazed beta then it is diPlerethan the beta of g.eaved leuered Compan 

REaecaed Panaeaed 4n.CI-t)| 
E 

1 Punqto7ed l+ C-802) 
2 

Pun�eaed x .35 
J 

LLunqeared = 0.814 

hen D:E= Q:2 = l2L_ 

geared= Pungeared lt 1-302) 

(0-814)x C130) 

ed 13338l/- 
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9D_In qeneal the rnarket value ofinvestrneot 

trust is pot correlated to tbe netpzesent

yalue. 

101MPS =0 
DeS = E1o. 
Gzowth - 87 

MRP 52 

S1 lheo f= -

Cost of EquitsE Erp DYet Qroth 

RE 1- t81. 

RE 2 285 ._ 

R 
9285 67 +5 x B 

Si: 3 

92.285- 
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1.eta is aCoefficiest wlhich caneneasure the- 
volatility E an1ndiyidualstock Conpaked to the Su stermatic isk oP the entine matket 

Ln slatisticalteems beta represeststhe slope of the line dhougb a earessiog-o dota points. 

Beta of TCS= ov TCS Markel 

xCorCS. MKT. 
OMKT 

ieta Can be detemined bs dividing deriatian
of TCSlcaopan_stock prices bydeviotion of 

nauketprices_multiplie.dby Corxelator betuleen 
the (oopan mauket p T 

uiA COronan A cornpapy uith =1 is the onein ulhich one 
should inyest 

Corop.an Labichbas Bela il ave etuxnss 
egua to wazket pice 

Vqrket Tresary billsbonds isSuedby 0vernmeat
oF Ony Country are considehed hisk ee 0 Beta of 
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194D: £= |:1 
R 7, 

EMa) z- Re e 5 
Cost f Debt = 97 
= 5 
Tax s 252 

i AC = Net cost of x Debt tNetCastxEq 

DebttEg- Debt tEqH of Eg ettEg Debt 

Cost of equity- Rp_+PxMECcma)-Re 
+:5x 5 
14:5Z 

Net cost o Debt= Cost of Debt C-taa made 
9. x C- 257)-

= G.15 

WACC= 1xG:152 t x l4:5 7 
2 

WACClo: G25 Z 

ii hen debt epaid,Eguity 
LJACC= Net cost of Debt x o_+R_x =KE 

+o 

Re Rr t ERP x B 
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As odebt we use ungearged beta 

Pqeaxed Bunggeadx t DC-tax 
E 

5 Pungecred x t1 U-257) ( 

FPurng eared 1:5 

Pungear ed= o:8531 

R Re t ERPx Punqeted 

|RE= I1. 2852 

rent Rotio= Gurent assets 
Current Liabilities 

uerent Tatio ie a ltquidity xatio Tt helps to 
bsSet assess the liguidityof a business.. 

his aio is used to assess whethe he company 
i be_able to pay is bill ovex the aext few 
moatbs: 



DATE 

bDebors tuznovex pexiad : TTadeeceiuables 35 

Credit Sales 

bis ratio is alsa knon as kade tunove peund 
This Tatio measuresthe avg time io whih 
the ddtors setHe thel balancee 

15 D:E = :L 

Div. Yield= 4y._ 
GRY= 8y 

Tnvestor should buy shaie as t bas a monagable 
|D:E stio. Tt also bas a goad dividend yield ie 

Maket pzice loo it qives 4 as dividend 

LWACC= NCDx D t RExE. 
D+E DHE 

4 t 

Cost ofE 6 
LCanital 
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