Q1] Investors give up liquidity in exchange for higher rates . 
For example:
A 10 year treasury note may pay 11% interest rate , a 5 year treasury note may pay 6% interest rate, a 2 year treasury note may pay 3% interest rate. For the investor higher rate of return in exchange for agreeing to have a cash tied up for a longer period of time.
Q3] The factors that influence the dividend policy of a company are:
1. Stock markets
2. Cash Reserves
3. Tax 
4. Growth Opportunities
5. Stability and consistency
Q4] A Sole proprietorship
1. Sole proprietorship is a form of business organization which is owned, managed, and controlled by an individual .
2. The sole trader has unlimited liability  
3. No specific documentation is needed to legally establish this form of business entity
4. There is no difference between the sole trader and the business.
B Partnership
1. A partnership is a business which is owned by more than one person and which is not a limited company
2. The partnership is owned in equal or unequal amounts by the partners.
3. The owners have unlimited liability
4. There is a partnership deed between the partners
C Limited companies
1. A limited company is a business which has a legal identity separate from the owners of the business.
2. The owners and management are separate
3. The owners have limited liability
4. Limited companies must have a Memorandum of Association and Articles of Association.
D Limited liability partnership
1. This is a business vehicle that gives the benefits of limited liability whilst retaining other characteristics of a traditional business partnership.
2. It is a separate legal entity
3. The members have limited liability. The LLP is itself responsible for its assets and liabilities.
4. It has no memorandum of articles of association.
Q5] A sole trader has unlimited liability whereas a limited company has limited liability. There is only one owner in sole business whereas in limited liability the owners and management are separate. The sole business does not require any registration whereas limited liability is a separate legal entity. There fore he should opt for sole proprietor ship.
Q6]  Modigliani – Miller Theory
· Assumptions – Decision maker is a rational person with decisions based truly on logic and science.
· “Capital Structure (Financing Decision) doesn’t affect the market value of the company, the MV (market value) of the company is affected by the Investment Decision that the Finance Manager would take....”
· which is not completely true in real life scenarios: Reliance Communications (80% Debt and 20% Equity)
· Debt is cheaper than Equity – Rely on greater debt – overall cost of funding the business is lower (Kd < Ke); Assumed is that if more debt is resorted to off course debt is cheaper; equity will expect a higher return and accordingly, the cost to company will always match
· Where, Kd = Cost of Debt & Ke = Cost of Equity
Q7] Working capital is  defined as current assets less current liabilities. It therefore shows the amount that the business has in cash or near-cash having deducted the claims on that cash in the form of current liabilities. Working capital management is an important aspect of a company’s financing activities. Companies need to select the optimal level of current assets and the optimal combination of long-term and short-term funds to finance those assets. A company needs to have sufficient current assets available to meet immediate commitments, but it is inefficient to have excessive working capital. Increasing working capital reduces the risk of running out of cash, although it also creates the possibility of inefficient and unnecessary holdings. Insufficient working capital can lead to a major crisis, whereas excessive working capital raises the cost of funding short-term activities, so it is generally safer to risk having too much working capital than too little.
Fixed capital is that where capital is invested in fixed assets such as plant, machinery, equipment’s etc.  These assets are considered fixed in that they are not consumed or destroyed during the actual production of a good or service but have a reusable value. Fixed-capital investments are typically depreciated on the company's accounting statements over a long period of time—up to 20 years or more. Fixed capital assets are usually illiquid items and are depreciated over time.
Q8] 
Q10] I would prefer scenario 2, neither of the events happens because loosing a 2000 rupee note today and finding it again the next day makes no difference.
Q11] Holding  inventories of raw material and work-in-progress to support the production process and finished goods to serve customer needs. Running out of inventory can disrupt production or lead to lost sales.


