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Define financial Management [03] CO1 L1

Financial management may be defined as the area or function in an
organization which is concerned with profitability, expenses, cash and credit,
so that the "organization may have the means to carry out its objective as
satisfactorily as possible;

Explain Financial institutions and its functions [07] cO1 L4

The financial institutions provide loans and advances to the customers. The rate
of return is very high in case of investment made in this type of institution. It
also gives a high rated consultancy to the customers for their beneficial
investments. It also serve as a depository for their customers

Functions:

v' The financial institutions provide loans and advances to the
customers.
v The rate of return is very high in case of investment made in this
type of institution.
v" It also gives a high rated consultancy to the customers for their
beneficial investments.
v" It also serve as a depository for their customers.
v" It can also make an effort to minimize the monitoring cost of the
company.
All the finance related work is done by the financial institution or on behalf of
the customers.

Discuss the interface of Financial Management with other disciplines of [10] CcO1 L1
management
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financial management is interrelated with other areas. The relation between Financial management with other areas can
be defined as follow:

#1. FM and Economics

Economic concept like micro and macro economics re directly applied with the FM approaches. Investment decisions,
micro and macro environmental factors are closely associated with the functions of financial manager. FM also uses the
economic equations like money value discount factor, economic order quantity etc. financial economics is one of the
emerging area, which provides immense opportunities to finance and economical areas.

#2. FM and Accounting

Accounting records includes the financial information of the business concern. Hence, we can easily understand the
relationship between the FM and accounting. In the olden periods both FM and accounting are treated as a same
discipline and then it has been merged as management accounting because this part is very much helpful to finance
manager to take decisions. But nowadays FM and Accounting discipline are separate and interrelated.

#3. FM and Production Management

Production management is the operational part of the business concern, which helps to multiple the money into profit.
Profit of the concern depends upon the production performance. It needs finance because production department
requires raw material, machinery, wages, operating expenses etc. these expenditures are decided and estimated by the
financial department and the finance manager allocates the appropriate finance to production.

#4. FM and Human Resource

FM is also related with Human Resource department, which provides manpower to all the functional areas of the
management. Financial manager should carefully evaluate the requirement of manpower to each department and
allocate the finance to the Human Resource department as wages, salary, remuneration, commission, bonus, pension
and other monetary benefits to the Human Resource department. Hence, FM is directly related with Human Resource
management.

#5. FM and Marketing

Produced goods are sold in the market with innovative and modern approaches. For this, the marketing department
needs finance to meet their requirements. The financial manager or finance department is responsible to allocate the
adequate finance to the marketing department. Hence, marketing and FM are interrelated and depends on each other.

#6. FM and Mathematics

Modern approaches of the FM applied large number of mathematical and statistical tools and techniques. They are also
Called as econometrics. Economic order quantity, discount factor, time value of money, cost of capital, capital structure
theories, dividend theories, ratio analysis and working capital analysis are used as mathematical and statistical tools and
techniques in the field of FM.

What is time value of Money [03]

The time value of money (TVM) is the concept that money you have now is
worth more than the identical sum in the future due to its potential earning
capacity. This core principle of finance holds that provided money can earn
interest, any amount of money is worth more the sooner it is received. TVM is
also sometimes referred to as present discounted value.

Mr. Dip invests Rs 100, Rs 200, Rs 300, Rs 400 and Rs 500 at the beginning [07]
of each year. The deposit earns 7% compounded interest. Calculate the amount
he is going to get after 5 years.
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An investor deposits a sum of Rs 1000 for 5 years at 8%. Find out the amount [10] = CO2
that he will have in his account if the interest is compounded:
Annually, quarterly and half yearly
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Who is financial manager, list his roles. [03] CO1

The financial manager's responsibilities include financial planning, investing
(spending money), and financing (raising money). Maximizing the value of the
firm is the main goal of the financial manager, whose decisions often have
long-term effects.

v" Raising of Funds

v" Allocation of Funds

v" Profit Planning

v Understanding Capital Markets

An author of a book is entitled to a royalty of Rs 12000 a year from the [07] CO2
publisher for 10 years. Instead of the annual payment of royalty , the author

wants the value of the royalty to be paid in cash immediately. The compound

interest rate is 8% p.a. Calculate the amount of royalty payable by the publisher

to the author immediately.
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c) Discuss in detail the objectives of Financial Management?
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Part B ( Answer all the questions, each question carries 20 marks)

a) If you deposit Rs 500 today @ 10% interest, in how many years, will
the amount get double

RS §o00 h = o /e e \’l,‘ = |0
¢ B L§ .
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2 0
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b) Xyz Ltd took a loan of Rs 10,00,000 for an expansion programme from
IDBI @ 7% interest per year. The amount has to be repaid in 6 equal
installments, Calculate the installment amount and loan amortization
schedule.
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Course Outcomes 8 8 8 g 8
o o o [a o
1a,1b,
CO1: o ] 1c,3c,
Understand the basic financial concepts 4a
2a,2c,
Coz2: ) 3b,
Apply time value of money 4b, 4c
CO3: | Evaluate the investment decisions
cou: Analyze the capital structure and dividend
" decisions
CO5: | Estimate working capital requirements
Cognitive level KEYWORDS
L1 List, define, tell, describe, identify, show, label, collect, examine, tabulate, quote, name, who, when, where, etc.
L2 summarize, describe, interpret, contrast, predict, associate, distinguish, estimate, differentiate, discuss, extend
L3 Apply, demonstrate, calculate, complete, illustrate, show, solve, examine, modify, relate, change, classify,
experiment, discover.
L4 Analyze, separate, order, explain, connect, classify, arrange, divide, compare, select, explain, infer.
L5 Assess, decide, rank, grade, test, measure, recommend, convince, select, judge, explain, discriminate, support,

conclude, compare, summarize.

PO1- Theoritical knowledge PO2 — Effective communication skill ;

PO3- Leadership qualities ;
PO4 — Sustained research Orientation POS5: Self sustaining Entrepreneurship
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