9. Economics

Bachelor Level / 111 Year /Humanities, 2068 Fuil Marks: 100
Economics (316) . Time: 3 hrs.
- Functional Paper (Business Finance)
ECo.316 :
All‘.mpt any TWO questions from Group .»\ and SIX from Group 13,
- Group "A" 5 , 2x20=40
L. D-.ﬁnc capital structure, I)ISCUSb the main theories of capitalisation. !

2. What is meant by commen stock? Describe the advamage:« and disadvantages
to the issuer investors and society.

3. Find the amount to which Rs. 1000 will grow-under uu.h I of the following
conditions:
a. 12 percent compounded annually for 5 years,
b. 12 percent compounded semi-annually for 5 vears.
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¢. 12 percent compounded quarterly for 5 vears.
.12 percent compounded monthly for [ vear.

€. Which amount is worth more at 12 percent Rs. 1 000 in hand today or
© Rs.2.000 dm. after 6,years?

Group "B" - . 65I0=60
4. 'The ub_;uuu. of the firm is to maximize profit. Comment.
5. Define financial market. What are the constituents ol financial market in

Nepdl’ -
6. - DD Company sclls cach unit of its output at Rs.36. The fixed cost - is Rs.
1.950.000.for upto 400.000 units of output.
Variable costs are Rs.24 perunit. . :
a.  What #s the firm's gain or loss at sales of I50 000 units?
~ b. What s the firm's gain or loss at sales ol 200.000 units?
¢. What is the profit break-cven pumt"
d. What is DD's degree of operating leverage at sales of 150,000 umls"
7. At 12 percent.anpual interest rate, how long does it lakc to double your money
amount of’ Rs. 1.000.000?
Explain in brief the main sources of short term credit.
9. ¢ Calculate the implicit cost of non-free trade credit under each of the following
terms: ;

L

[ - '
a.73 nct20 ‘*t.,"ianc‘[ o= c.%ncl-lo _ d.75 l(l net 45

" 10. Whatis a budget? Describe different types of budget.
11. Write short notes on any TWO:

~ a. Current assets ©  b. Investment banking

‘e. Source of long term fund-  d. Financial plan
Bachelor Level(3 year)/Ill \‘earl,l-lumanities‘ - - Full Marks: 100
Economics (315) : : Time: 3 hrs.
(Development Economics & Nepalese Economucs) ‘
Eco. 315"
Attempt any TWO quc&lton:a from (.mup A and SIX 1rom Ciroup I3. .

- Group "AM . 2x20=40

I, What are the major problems ol cconomic devclopnnnt of undcrdm.lopnd

countries?

2. Whatis poverty”? Briefly nlvla:n4hn. major causds ol poverfy in the world.
What is planning'? Explain the pre-conditions for successful pldnnlng.
- - Group "B" SR 6x10=60
Briefly explain the stages of economic development.
Explain the role ofnatural resources in economic development.
" What are the main features of mixed ccoh(im} 2 P
Lixplain the different sources of government revenue in Nepal.
Point owt the problems of agricultural marketing in Nepal.
. What are the major problems ol agro based industrics in Nepal?
Describe about the trend of balanee of pay ment in Nepal.
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1. What are the ubjccli\-cs and'priurilies of ¢urrent plan?

. Bachelor Level(3 year)/11i \earlHumamtles 3 Full Marks: 100

Economics (314) ) Time: 3 hrs.
(Pub. Fin., Fin. System & Int. Trade) ' .
Eco.314
Attempt any TWO quu,uons frem Group A and ‘%l\ from Group B.
; * Group "A" ‘- 2x20=40

1. Discuss the benefit principlés of {axation.
2. Explain the causes responsible for the .growth of public u\puﬂdllurc in

o

developing countries. ; s
3. Discussthe prmcxples of commereial bankmg : .
Group ol 6x10=60
Highlight the components of budget. i get.
Discuss the effeets of public borrowing.
Discuss the role of fiscal policy in developing countrigs.
What is the role of publie enterprise in developing countries?
What are the methods of eredit control? Explain.
What is money market? Explain the features of money market.

Sge = o

10. Explain the role of development banks in economic development.
11. Whal are (he causes of dtsequmbnum in the balange of payments?

-

% Tribhuvan Univcr_sity, 2069
Attempt any TWO questions from GroupA and SIX from Group B
Group "A" © o 2x20=40

1. Explain the objectives ol iscal policy with ulen.m.u 10.developing countrics.
What is Balance of Payment? Hlustrate the causes of disequilibrium of BoP
with the suitable methods to adjust it.
3. Write down' the differences between money and capial market. What arc the
. roles of money market in developing countries?’ ; .

: * Group "BY 6x10=60

"Public !mams. has a significant role in developing eceio iy, Tliusteate it.

What are tine economiic effects of public expenditure?

Explain the determinants of the incidence of taxation.

illustrate the public borrowing with its classification.

Explain government budget with its components
9. Explain the principles of commercial banks.
10.  Discuss the principles of note issue.
11.  How forcign exchange rate is determined?

(R
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Tribhuvan University, 2069
A\ttempt any ['WO questions from Group A and SIX from Group B.
: : Group "A" 3 2x20=40
1. What is economic development? Dislmgmsh between cconomic growth and
cconomic development.
E : 83



How does tLLhnoIogy help in ¢conomic development? Which tcthnﬂlogy is
appropriatc in the economic development of country like Nepal?

‘What arc the objectives of planning? What are the rna;or pmblems ol' plan

|mplcmumau0n in underdeveloped countries?
Group "B" . 6x10=60
What are the features of capitalist economic system?
Deline the: coneept of human resource dweloplm.nl’ What are its role in
economic ductopm-.nl %
Why women's empowerment is needed for economic development?
What are the causes of "poverty" and discuss its remedial solution?
What are the problems of manufacturing industries in Nepal? Explain.
What are the problems and prospects of agriculture marketing of Nepal?
Explain the current situation of capital market of Nepal.
What are the composition and direction of foreign trade of Nepal?

_ Tribhuvan University, 2069

./\ucmpt any TWO guestions from Group A and SIX from Group B,

2

Group 'A’ 2x20=40
What do you undcrsland by capitalization® Dlscuss the coslt theory ana'{‘armng
theory of capitalization.
What is meant by underwriting of securities? Dlscu5> the importance of
underwriting to the company. investors, undmvrmng and society.
Shikher Shoe Company produces shoes. each pair of which is sold at Rs.500. I
the fixed cost is Rs.600.000 for 250.000 pair of shoes of less: variable costs are
Rs.350 per pair of shoes. ;
a.  What is the firm's gain or iu».‘; at saka n! 5000 pairof ahm:a and 300 pair of
shoes?
b. Calculate the BLP in physical units .md TUPEes.
¢. What is degree of operating leverage at salcs of 5.000 palr ol 0 shncs a
3000 pair of shoes?
d. - What happens to the BEP if selling price rises 1o Rs.600 per unit?
What happuns to the BEP il the selling prices rise 1o Rs 600 and variable
costs rise to Rsd00 per unit?
Group "B" 6x10=60

(]

-What are the various types of risks involved in lending money? Discuss.

What are the main features of pn.ﬁ.rrcd stock? Examine its- merits and

demerits,

Nepal Textile (ompam is in neéd of Rs.2,000,000 in cash o finance- ns’

current assels requirements. Mr. Dinesh treasurer they have three altt.matm.s

in raising the funds as follows: ;

a.  Forgo cash discount on terms of 2/10), Net 25

b. Borrow -on discount basis. from the Everest BanL ata |5 percent rate of -
- interest lor @ period of one \car

.. Borrow trom Himalayan Bank at a 16 percent rate of interest fora period

of one vear. : ;
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d.  Which one is the least costly source of funds?

A firm is setting up an amortized term loan. What are the annual payments for

a Rs.80.000 loan under the following term?
10 percent , 6 years

h. .1'2 percent . 3 vears

¢. 8 percent, 10 vears

d. 3 percent. 12 vears

How is organization of finance [unctions in a business enterprise?

Assume that it is now January 1. 2012, On January 1, 2013, you will deposit

Rs. 000 into a savings account that pays 8 pcfccnt annually.

a. If the bank compounds interest annually. how much will you have in your
account on January 1. 20167 :

b. What would your January 1. 2016 balance be il thc bank us;d guarterly
compounding rather than annual compounding?

" What is trade credit? How is it different from accrued wages and taxes?

Write'short notes on any TWO:
- Sources of short term funds
“Retained camings g
Static and flexible budget .
Accounts receivables

o

e o

Tnbhuvan Umvers:t) 5 2070

Attempt any TWO quv..aucns from {:pr A and SIX from Group B.’

1~

"Group "A" - 2:20=40
Define puwrlv and c\plaln the causes and consequences of poverty in the
context of Nepal.
‘What do you mean by women's empowerment? Why is'it importam for
economic development? )
What do you mean by planning? Describe the plan iormulauon prouss
Group "B" 6><!0—6€)
What are the indicators of development? Explain. :
Explai:i the role of natural resource in cconomic development.
What are the main teatures of mixed economy? Explain.
Explain the composition and direction of Nepalese foreign trade.
Describe the roles and prospects of tourism industry.

"~ Briefy explain the stages of cconomic development.

What are the rols:s of commercial banks in economic development? _
What do ycu understand bw food Su.unt\".’ g -

" Tribhuvan Umversnty, 2070

nmlempt any T WO questions from Group A and SiX from Group B.

Group "A" 2x20=40
Differentiate between over-capitalization and under-capitalisation,. Why
over-capilalization is more evil than under-capitalisation? . ]
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What is meant by investment banking? Explain its functions.

Z
3. {a} Find the present value of the foilowmg, cost flow streams. The
appropriate discount rate is 10%.
Year Cash stream A Cash stream B
, 1 Rs. 100 Rs. 300
2 400, 400
3 400 - 400
4 400 ! 400
£33 . ~ 300 ez . 300
(b) “What is the value of each LdSh flow stream at a 0 percmt discount
rate? *
Group "Bt 2x20=40
4. How are lh:. finance functions organised in a business enterprise?”
5. What is mone; mari\x,[" D:su.l‘;\ the) functions and importance of ‘money
> market. :

. 6. Everest pen c.umpam sells each pen at Rs.30. The f'\‘.d cost is Rs.150.000
for 15.000 pens.or less: and variable costsare Rs. 15 per pen.

(a) What is the firm's gain or loss at sales of 7.000 pens and ll 000

pens? R

(b) What is the break=even point ? =

() What is the degree of operating leverage at sales of 7.000 units?
7 How much must you deposit on Oetaber. 1. 2012 1o accumulate a balance of
: Rs,400.000 on September 30.2045 ai an annual rate 0[ EI]lt.I‘L‘-[ of 12 pnru:m !

8. Why shoit term funds are needed for a firm?
=9 Caleulate the implicit cost of non- he;. t:.uir: credit under. cach of the
oilomnu terms: >
2
'(i}'—:_ net 20 (ii)m, et 30
-3 : e -8
{m 0 - et 43 ‘ (iv}'l-d' net 300
10. .What are static and i‘k\mk budgets? \hm\ their d;[len,m.\.s
11 Write short notes ot any TWE:

(a) Current assets and {ixed asseis-

(b} Interest rate determination in financial mdrkd :
(c) Masler.budget :

(d) Uﬁdcm’ri[ing securities

Tribhuvan University, 2070 .
Alln.mpt any TWO quo.uons from Group-A and SIX from (;rnup
Group "A"
Discuss the hrmuplu of public expenditure.
iustrate the credit creation process of commercial banks.
xplain the Heckscher - Ohlin theory of international trade. =5

1 2720=40

D
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- Group "B" : 6x10=60
Explain the different concepts of public finance.
Discuss the effects of taxation. ¢ .
IHlustrate the role of fiscal policy in the context of Nepaicse,econpm}".
What is public debt management? Explain it.
How is budget tormulation process in Nepal?
Explain the role of public enterprises in developing economy.
llustrate the principles of note issue. g
What are the differences between formal and non-formal sector of ‘non- .

banking financial institution?

Tribhuvan University, 2071

Attempt any TWOQuestions from Group A and SIX' from Group B.

el o

ol - RV

0.

: Group "A"™ * . . 2x20=40

Explain the ability to pay principle ol taxation.
Hiustrate the prineiples 6f commercial bank. : _ :
What is’ the formal sector of -non-banking financial institutions “with its
characteristics and role? : +

: Group "B" : - 6x10=60
Explain'the role 8F public finance in developing economy,
Explain causes for the growth of public expenditure.
Discuss the cfiects o public borrowing, ' )
lHiustrate the role of fiscal policy in developing countrics.
What is deficit finanging and its effectd? ™ :
How price and oulput is determined by public enterprises? Explain any one
printiple. :
[Hustrate the eredit control instrument of Central Bank,

I'1.= Explain about privatisation vs. liberalisation.

Tribhuvan University, 2071

Atiempt aniy TWO questions from Group A and SIX from Group B. 7.

I

B = Y

1.

: Group "A" . 2x20=40
Describe the characteristics of developing countrics. _
. "Poverty and inequalities are major issues of economic development”. Justify.
* What is planning? Explain the pre-condition for successiul planning. -
% Group "B" i 6x10=60
What are the probiems associated with the process of urbanisation?
What are the features socialist economy? : -
Explain problems and prospects of foreign trade-of Nepal.
‘What do you mean by agricultural perspective plan (APP)? Explain.
What are the problems and prospects of industrial finance of Nepal?
Explain the role of Nepal Rastra Bank in ccononiic development. -
Explain the role of natural resource in economic development of. Nepal, Why
Nepal is underdeveloped despite availability of water resource? ‘
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Tribhuvan University, 2071

Attempt any TWO guiestions from Group A and SIX from Group B.

o 1M

&

b

i0..

Group "A" 2x20=40

What is over-capitalisation? Discuss its causes and remedial measures.
Show the difference between preferred stock and common stoe k.
Mr. Rational, a 34 vyear old person, wants to save for retirement. If he
puts Rs. 10, 000 at the end of the year mto the stock market expeceting
an annual 12 percent return.

a. How much money will be have by the age of 577

b. How much money will be have by the age of 677 ! .

Group "B" 6x10=60

.\plam the functions of the financial manager in a business organisation.
Define financial market. Explain the importance of. financial mdrl\u in a
developing country like Nepal. ’
K-valley Company sclls its product for Rs.9. 'ISpcr unit. The l'm,d cost is
Rs.72.000; and the variable cost is Rs.6.75 per unit. Calc.ul.m

a. Break-even point in unit and in‘sales rupecs.

b, The firm's gain or loss at sales of 20,000 units.
"¢ I the selling price rises by 10 percent. what happens to the BEP? Discuss

your n.&ull &

At 6 per cent interest rate, how long does it take to double your money?
What factors should be considered while selecting a right source of short-term
funds?
Calculate the implicit cost of non-free trade credit under each of the t‘ollm\ ing
tu‘ms 8

(i)'l'('i.m:t 30 3 : (ii)‘ll'-os:.nctnlﬁ

I which case the cost is the lowest? Why?

What is meant by master budget and capital budget? Why are thev important to
financial manager?

Write short notes on any TWO:

Currcnt asscls

Intercst rate dch.rmmauun in imancm} market

Master budget ;

Uruicm riting securitics

o

CEn

Tribhuvan Unwers:ty, 2072

Attempt any TWO quemons from Group A and SIX from Group B.

-

Wi

. Group "A" 2:420=40

What is public expenditure? What are its principles? Explain it

What is fiscal policy? What are its objectives? z
Critically examing flecksher- Ohlin theory of International :rid\./

Group "B" 6 10=60
Jiscuss the |mpurtanu. of public finance for economic development.

iixplain the clessifications of revenue.
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What are the effects of public borrowing? Explain.
Explain the procedure for budget preparation.
lustrate the marginal cost pricing theory of public enterprises.
Explain the process of financial system development in Nepal.
What are the principles of note issuc?

- What are the principles of commercial bank?

ol B

=3

Tribhuvan University, 2072
Attempt any l“ O questions from Group A and SIX from Group B.
Group "A" - © 222040
I. Whatare the determinants of economic dev clopment? Explain,in detail,
2. What do you understand by unemployment and what are the Causes of
unemployment? | - 3
3. What are the preconditions for successful planning and what are the processes
of plan Iurmul.nmn" -
Group "B" L - 6<10=60
Justify the need for the study ol development economics in Economics.
Discuss the basic leatures of Nepalése economy.
_ Evaluate the role of agriculture in economic development.
- What are the features of recent trade policy of Népal?
Ixplain the role of Nepal Rastra Bank in money market development of” Nepal.
Explain the role of women in economic development.
Ixplain the coneept of participatory rural d-.\elopmcm approach.
‘Write short notes on any TWO: =7 .
a. - Capitalism
bh. WT0O
¢. Resource gap

W90, =1 A de
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Tribhuvan. Unwersnty, 2072
Allempt any 'l WO questions from Group A and SIX from (-roup B.
~ Group "A" 2:20=40
1. Whal are the main features of common sluc.k" Distinguish between common
‘ stock and preferred stock,

2. Over-capitalization and under-capltalisauon are both evil to the company even
though the former is less evil. but still both should be avoided and fair.
capitalization is the ideal one.” Justify this statement.

3. Find the future value of the following annuities. The first payment in these
annuitics is made at the end of' year 1, that are ordinary annuitics.

@ Rs. 400 per year for 10 years at 10 percent
b.  Rs. 200 per vear for 5 vears al 5 percent
¢ Rework part (a) and (b) assuming that payments are made at the
hc;,mnmb of'cach v ear. that is they are annuitics due.
Group "B" . 6 10=60
4. What is capital gearing” Distinguish between low u.;;mal gearing and high
‘ naplul gearing with example.
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10.
1.

—

Explain the concept of master budget and capital budget. : Lo

A company produces toothpaste, the fixed cost of which is Rs. 60,000; variable
cost per unit is:Rs. 100 and the selling price per unit is Rs. 120. Compute:

a.  Profit-volume (P/V) ratio £

b.  Break evén sales i

¢ Sales required to carn profit or Rs. 400,000

d.  Degree of operating leverage at sales of 4000 units

If you deposit your money inn a saving account for 5 years, what interest rate
must the bank offer you so as to make your money double in 5 years? (Assume
any amount.) =

What are the criteria for choosing among different commercial banks? g
1limal Cement Company is thinking of a right issue to raise Rs. 12 million. It
has 500.000 shares outstanding. The current price of the share is-Rs. 160. The
subscription price on the new issue (share) will be Rs. 120 per share. :
a.  How many shares must be sold to raise the required fund?

b.  ilow many rights are required to purchase one new share?

Discuss the ways in which funds are transferred between savers and investors.”
Write short notes on any TWQ:

‘a. - Money market and capital market

b.  Financial plan N
¢.  Bond rating criteria
d.  Objectives of a firm !





