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1. Financial Management  
 Financial Management means planning, organizing, directing and controlling the financial activities such as procurement and utilization of funds of the enterprise. It means applying general management principles to financial resources of the enterprise.

2. Objectives of financial management
· Profit maximization 

· Wealth maximization 

3. List out the financing decision 

· Capital Budgeting or Long term Investment decision (Application of funds), 

· Capital Structure or Financing decision (Procurement of funds),

· Dividend decision (Distribution of funds) and 

· Working Capital Management Decision

4. What is financial system? 

· A 'financial system' is a system that allows the exchange of funds between lenders, investors, and borrowers.

· Financial systems operate at national and global levels.

· Money, credit, and finance are used as medium of exchange in financial systems.
5. Time value of money

The time value of money (TVM) is the concept that money available at the present time 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.

6. What is meant by long term finance? 

The Sources of Long Term Finance are those sources from where the funds are raised for a longer period of time, usually more than a year. Long term financing is required for modernization, expansion, diversification and development of business operations.

7.  State the types of long term funds

· Share Capital or Equity Shares.

· Preference Capital or Preference Shares.

· Retained Earnings or Internal Accruals.

· Debenture / Bonds.

· Term Loans from Financial Institutes, Government, and Commercial Banks.

· Venture Funding.

8. Write the note on Short term finance

Short term finance refers to financing needs for a small period normally less than a year. In businesses, it is also known as working capital financing. This type of financing is normally needed because of uneven flow of cash into the business, the seasonal pattern of business.

9.  State the source of short term finance

· Trade Credit,

· Bank credit including loans and advances, cash credit, overdraft and discounting of bills, 

· Customers' advances,

· installment credit, and 

· Loans from co-operative banks.

10. Cost of capital

 Cost of capital refers to the opportunity cost of making a specific investment. It is the rate of return that could have been earned by putting the same money into a different investment with equal risk. Thus, the cost of capital is the rate of return required to persuade the investor to make a given investment.

11. What is meant by Weighted Average Cost of Capital?
The weighted average cost of capital is the combined cost of each component of funds employed by the firm. The weights are the proportion of the value of each component of capital in the total capital.

12. What is Marginal Cost of Capital?
Marginal cost is defined as the cost of raising one extra rupee of capital. It is also called the incremental or differential cost of capital. It refers to the change in overall cost of capital resulting from the raising of one more rupee of fund. In other words, it is described as the relevant cost of new funds required to be raised by the company.

13. What is EBIT?
Earnings before Interest and Taxes (EBIT) is a measure of a firm's profit that includes all incomes and expenses (operating and non-operating) except interest expenses and income tax expenses.
14. What Is Earnings Per Share – EPS?

Earnings per share (EPS) are calculated as a company's profit divided by the outstanding shares of its common stock. It is common for a company to report EPS that is adjusted for extraordinary items and potential share dilution. The higher a company's EPS, the more profitable it is considered.

​
Earnings per share (EPS) =      Net income – Preferred dividends




       End of period common shares outstanding 

15. What do you mean by leverage?

Leverage is an investment strategy of using borrowed money specifically, the use of various financial instruments or borrowed capital to increase the potential return of an investment. Leverage can also refer to the amount of debt a firm uses to finance assets.

16. What is meant by financial leverage? 

Financial leverage is the use of debt to buy more assets. Leverage is employed to increase the return on equity. However, an excessive amount of financial leverage increases the risk of failure, since it becomes more difficult to repay debt.
            FL =   Total Debt / Shareholder's Equity
17. What is operating leverage?
Operating leverage is a cost-accounting formula that measures the degree to which a firm or project can increase operating income by increasing revenue. A business that generates sales with a high gross margin and low variable costs has high operating leverage.

18. What does combine leverage measure?

 Combined leverage shows the total risks associated with the firm .As represented above, the degree of combined leverage measures the percentage of change in Earnings per share as a result of a percentage change in Sales.

19. What is capital structure?

The capital structure is the particular combination of debt and equity used by a company to finance its overall operations and growth. Debt comes in the form of bond issues or loans, while equity may come in the form of common stock, preferred stock, or retained earnings.

20. What Is an Investment?
  An investment is an asset or item acquired with the goal of generating income or appreciation.
21. Net income approach (NI)
Net Income Approach suggests that value of the firm can be increased by decreasing the overall cost of capital (WACC) through higher debt proportion. Capital structure is the proportion of debt and equity in which a corporate finances its business. 
22. Net Operating income approach (NOI)
Net Operating Income Approach (NOI Approach) Also famous as traditional approach, Net Operating Income Approach suggests that change in debt of the firm/company or the change in leverage fails to affect the total value of the firm/company.

23. What is MM approach?
 The Modigliani and Miller Approach is market value of a firm is affected by its operating income, apart from the risk involved in the investment. The theory stated that the value of the firm is not dependent on the choice of capital structure or financing decisions of the firm.
24. Define Capital budgeting
Capital budgeting, and investment appraisal, is the planning process used to determine whether an organization's long term investments such as new machinery, replacement of machinery, new plants, new products, and research development projects are worth the funding of cash through the firm's capitalization structure.

25. What is meant by Net present value (NPV)?
 
Net present value (NPV) is the difference between the present value of cash inflows and the present value of cash outflows over a period of time.

26. What is meant by IRR?

Internal rate of return (IRR) is the interest rate at which the net present value of all the cash flows (both positive and negative) from a project or investment equal zero. Internal rate of return is used to evaluate the attractiveness of a project or investment.
27. What is the meaning of working capital management?
 Working capital management (WCM) is defined as the management of short-term liabilities and short-term assets. The process is used continuously to operate and generate cash flow to meet the need for short-term obligations and daily operational expenses.
28. Define cash management
  Cash management refers to a broad area of finance involving the collection, handling, and usage of cash. It involves assessing market liquidity, cash flow, and investments.

29. What Is Inventory Management?

Inventory management refers to the process of ordering, storing, and using a company's inventory. These include the management of raw materials, components, and finished products, as well as warehousing and processing such items.

30. What is meant by EOQ?

 
 The economic order quantity is the optimum quantity of an item to be purchased at one time in order to minimize the combined annual costs of ordering and carrying the item in inventory. EOQ is also referred to as the optimum lot size.
31. What is receivable management?

 Receivable management is the process of making decisions relating to investment in trade debtors. Certain investment in receivables is necessary to increase the sales and the profits of the firm. But at the same time investment in this asset involves cost consideration also.

32. State the source of working capital

· Indigenous Bankers

· Trade Credit

· Commercial Banks

· Installment Credit

· Advances

· Factoring/Account Receivable Credit

· Accrued Expenses

· Deferred Incomes
33. Define dividend

A dividend is the distribution of reward from a portion of the company's earnings and is paid to a class of its shareholders. Dividends can be issued as cash payments, as shares of stock, or other property, though cash dividends are the most common.

34. What is CAPM?
 
Capital Asset Pricing Model (CAPM) describes the relationship between systematic risk and expected return for assets, particularly stocks. CAPM is widely used throughout finance for pricing risky securities and generating expected returns for assets given the risk of those assets and cost of capital.

35. What is meant by Risk?

Risk takes on many forms but is broadly categorized as the chance an outcome or investment's actual gain will differ from the expected outcome or return.
36. What is meant by return?

It comprises any change in value of the investment, and/or cash flows which the investor receives from the investment, such as interest payments or dividends. It may be measured either in absolute terms (e.g., dollars) or as a percentage of the amount invested.
37. Define equity shares
An equity share, defined under the Companies Act, 2013 ('2013 Act') commonly referred to as ordinary share also represents the form of fractional or part ownership in which a shareholder, as a fractional owner, undertakes the maximum entrepreneurial risk associated with a business venture. The holders of such shares are members of the company and have voting rights.

38. Preference of shares

Preference share as defined under the Companies Act, 2013 ('2013 Act') includes that part of the share capital the holders of which have a preferential right overpayment of dividend (fixed amount or rate) and repayment of share capital in the event of winding up of the company.

39. Define debentures 

Debentures as defined under the Companies Act, 2013 ('2013 Act') includes debenture stock, bonds or any other instrument of a company evidencing a debt, whether constituting a charge on the assets of the company or not.
40. What is meat by retained earnings?

Retained earnings (RE) is the amount of net income left over for the business after it has paid out dividends to its shareholders. Often this profit is paid out to shareholders, but it can also be re-invested back into the company for growth purposes. The money not paid to shareholders counts as retained earnings.

39. What is receivable management?
 Receivable management is the process of making decisions relating to investment in trade debtors. Certain investment in receivables is necessary to increase the sales and the profits of the firm. But at the same time investment in this asset involves cost consideration also.

