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COURSE OBJECTIVES: On successful completion of the course, the students will be able 

 To identify the goals of financial management. 

 To illustrate the time value of money. 

 To outline the relevance of capital structure with regard to financial decision. 

 To demonstrate the methods to appraise investment projects. 

 To estimate working capital requirements. 

 

LEARNING OUTCOMES: 

 Apply time value of money for financial decision making. 

 Design an optimal capital structure. 

  Evaluate projects using capital budgeting techniques. 

 Evaluate working capital requirements of a concern. 

 

 

UNIT 1: INTRODUCTION TO FINANCIAL MANAGEMENT                                          10 Hrs 

Financial Management: Meaning and definition of Financial Management- Goals of Financial 

Management-Scope of Financial Management-Functions of Financial Management- Role of Finance 

Manager – Types of Financial Decisions. 

Financial planning: Meaning –Need – Importance -Steps in financial Planning – Principles of a sound 

financial plan and Factors affecting financial plan. Source of funds – Long and Short-term sources of 

funds (A brief overview).           

 

UNIT 2: FINANCING AND DIVIDEND DECISIONS                                                           14 Hrs 

Financing Decision: Introduction-Meaning and Definition of Capital Structure, Factors 

determining the Capital Structure, Concept of Optimum Capital Structure, EBIT-EPS Analysis. 

Leverages: Meaning and Definition, Types of Leverages- Operating Leverage, Financial Leverage 

and Combined Leverages. (Theory and Problems). 

Dividend Decision: Meaning & Determinants of Dividend Policy, Types of Dividends. 

 

UNIT 3: TIME VALUE OF MONEY                                                                                       10 Hrs 

Introduction – Meaning of time value of money-time preference of money- Techniques of time    

value of money: Compounding Technique-Future value of Single flow. Multiple flow and Annuity 

– Perpetuity-Discounting Technique-Present value of Single flow, Multiple flow – and Annuity. 

(Theory and Problems) 

 

 

 

 



 

 

UNIT 4: CAPITAL BUDGETING                                                                                           16 Hrs 

 

Introduction-Meaning and Definition of Capital Budgeting, Features, Significance – Steps in Capital 

Budgeting Process. Techniques of Capital budgeting: Traditional Methods – Pay Back Period and 

Accounting Rate of Return – DCF Methods: Net Present Value- Internal Rate of Return and 

Profitability Index- (Theory and Problems). 

 

UNIT 5: WORKING CAPITAL MANAGEMENT                                                               10 Hrs 

 

Introduction- Meaning and Definition, types of working capital, operating cycle, Determinants of 

working capital needs- Merits of adequate working capital - Dangers of excess and inadequate 

working capital. Estimation of Working Capital (Simple Problems). 

 

 

SKILL DEVELOPMENT ACTIVITIES: 

 Prepare the list of Functions of a Finance Manager.  

 As a finance manager of a company, design an appropriate Capital Structure.  

 Evaluate a capital investment proposal by using NPV method with imaginary figures.  

 Calculate EBIT and EPS with imaginary figures. 
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Note: Latest edition of text books may be used. 
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