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 PREVIEW OF CHAPTERS SYLLABUS

 Financial Derivatives

Unit-I
Financial Management – Financial goals - Profit vs. Wealth Maximization; Finance
Functions – Investment, Financing and Dividend Decisions – Cost of Capital –
Significance of Cost of Capital – Calculation
of Cost of Debt – Cost of Preference Capital – Cost of Equity Capital (CAPM Model
and Gordon’s Model) and Cost of Retained Earnings – Combined Cost of Capital
(weighted/Overall).
Unit-II
Capital Budgeting – Nature of Investment Decisions – Investment Evaluation
criteria – Net Present Value (NPV), Internal Rate of Return (IRR), Profitability
Index (PI), Payback Period, Accounting Rate of
Return (ARR) – NPV and IRR comparison.
Unit-III
Operating and Financial Leverage – Measurement of Leverages – Effects of
Operating and Financial Leverage on Profit – Analyzing Alternate Financial Plans -
Combined Financial and Operating Leverage
– Capital Structure Theories - Traditional approach - M.M. Hypotheses – without
Taxes and with Taxes – Net Income Approach (NI) – Net Operating Income
Approach (NOI) - Determining capital structure in
practice.
Unit- IV
Dividend Policies – Issues in Dividend Decisions – Relevance Theory – Walter’s
Model – Gordon’s Model – Irrelevance Theory – M-M hypothesis - Dividend Policy
in Practice – Forms of Dividends – Stability
in Dividend Policy – Corporate Dividend Behaviour.
Unit-V
Management of Working Capital – Significance and types of Working Capital –
Calculating Operating Cycle Period and Estimation of Working Capital
Requirements – Financing of Working Capital
and norms of Bank Finance – Sources of Working capital – Factoring services–
Various committee reports on Bank Finance – Dimensions of Working Capital
Management.
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