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BUSINESS ADMINISTRATION
Elective : 4 FM : Financial Strategies
Time ; 3 Howrs Max. Marks : 75
SECTION - A
Answer alt questsans. Each question carries 6 marks. [5 % &= 30]

1. Listaod exphain the assumptions of an ideal capital market.

2. How do mscroeconomic factors cause financial distress?

3. Bredly outiise the stages of 'venture' development.

4. Give Indz examples of verucal, Horizontal and conglomarate business.

S.  Fhow decsa Merchant banker facilitate public issue of equity shares?
SECTION - B

Answey sy daree guestions. Each question carries ten marks. [3 x 10 = 30]
6. India plersss wishes 10 acquire deccan pharma.

Eqmuay shares  Share price EAT EPS
[ndi 50.00.000 50 40,00,000 3
Phanss
Deccan 3,00,000 20 6,00,000 1.5
Phosss

{ndia pharma s kavine 3 options for acquisition plan
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i) Pay Rs 30/ share for each target share

i) Exchange Rs 35 cash and one share of [ndia pharma for every 5 share
of Deccan pharma

ii) Exchange 1 share of every 3 shares of Deccan charma
a) Calculale EPS under different plans

b)Y IfPE ratio remains unchanged, calculate share prices of [ndia pharm
under each of the plans.

Explain the process of IPO.

Explain in detall the stages in dividend declaration process. wiy do som
cash rich companies do not declare devided? Expiain signalling,

Do all Mergers and acquisitions create synergies? Justify your answer wii
examples of successful and feuled M&A.

Explain the following.
a) Marketmaking
b)  Under writing

¢} Tender offer

d) Dutchauction

SECTION - C
{Compulsory) l

Federrer Courier Company (FCC) is analysing the possible acquisition
Tej Restaurant Company (TRC). Neither firm has debt. The forecasts
FCC shows that the purchase would increase its annual after - tax cash
by <. 8,00,000 indefinicely. The current market value of Tej company is L
million and that of federrer company is <, 35 million. The appropnate disco
rale for the incremental cash Now is 8 percent.
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a)  What is the synergy from the merger?

b) What is the value of TRC to FCC? Federrer company is trying to
decidewhe ther it should offer 25% of its stock of X. 15 million in cash
to Tej company.

" .

c) What is the cost to FC co’ of each alternative

d) What is the NPV of FCC of each alternative?

8%
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