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M.B.A.  (Financial Administration) Examination 

 
 

Fourth Semester 

STRATEGIC FINANCIAL MANAGEMENT 
 

                                 [Max. Marks: 90       
Special Note% World limit for answer of each question is 250 to 300 words. 

 
 

Note%  Attempt any five questions. All questions carry equal marks. 

 

1.(a) What do you understand by acquisition of a firm? What are the intentions of the acquirer 
and the acquired behind acquisition? 

 

   (b) (i)  Distinguish between Horizontal mergers and Vertical mergers. 
(ii)      Conglomerate mergers and concentric mergers.  
 
 
 

2-  What is ‘Industrial Sickness’? What are the symptoms of an industrial sickness? How can it 
be avoided and how can it be cured, if already set in? 
 
 
 
 

3-  “Valuation of a firm is done on the basis of valuation of Equity and valuation of Debt.” do 
you agree with statement? Discuss this statement and give some theory to support your 
answer. 

 
 

4-  Discuss the risk involved in traditional and modern approaches of working capital 
management. Also justify strategical advantages of modern approach. 

 
 

5.(a) Explain the interface between financial policies and corporate strategy. 

   (b) Explain how credit rating gives strength to an organization. 
 
 
 

6-  ABC Ltd. wants to takeover XYZ Ltd. and the financial details are as follows : 
 ABC LTD. 

(Rs.) 
XYZ LTD 

(Rs.) 
Preference share capital 20,000 -- 
Equity share capital of Rs. 10 each 1,00,000 50,000 
share premium -- 2,000 
Profit & Loss A/C 38,000 4,000 
10% Debentures  15,000 5,000 
 1,73,000 61,000 
Fixed Assets 1,22,000 35,000 
Current Assets 51,000 26,000 
 1,73,000 61,000 
Profit after tax and preference dividend 24,000 15,000 
Market price 24 27 

 
 

What should be share exchange ratio to be offered to the share holders of Y Ltd. based on : 
(a) Net Asset Value  
(b) EPS  
(c) Market Price which should be preferred from the point of view of ABC Ltd. 

 
 

7-  Company ‘O’ is thinking to purchase company ‘P’. Company ‘O’ has 2,00,000 shares having a 
market price of Rs. 20/- per share, while company ‘P’ has 1,00,000 shares selling at Rs. 10/- 
per share. The EPS are Rs. 3.00 and Rs. 1.25 for company ‘O’ and ‘P’ respectively. 
Managements of both companies are discussing two alternatives proposals for exchange of 
shares as indicated below : 
(a) in proportion to the relative earnings per share of two companies. 
(b) 0.5 share of company ‘O’ for one share of company ‘P’ (0.5 : 1) 
You are required : 
 

(a) to calculate the earnings per share (EPS) after merger under two alternatives, and  
(b) to show the impact on EPS for the share holders of two companies under both the    
     alternatives. 

 
 

----------------------------------------------------------------------------- 
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