Code No: RR-220201

II-B.Tech. II-Semester Regular Examinations, April/May-2004

MANAGERIAL ECONOMICS AND FINANACIAL ANALYSIS

(Common to Electrical and Electronics Engineering, Electronics and Instrumentation Engineering, Electronics and Control Engineering, Electronics and Communications Engineering, Computer Science and Engineering, Mechatronics, Bio-Medical Engineering, Computer Science and Systems Engineering and Computer Science and Information Technology)

Time: 3 Hours






Max. Marks: 80

Answer any FIVE questions

All questions carry equal marks

- - -

1.      
What is demand analysis? Explain the factors in fluencing the demand for a product.

2.a)
What are isocosts and isoquants? Do they Intersect each other?

   b)
Explain Cobb-Douglas production function.  

3.
If sales is 10,000 units and selling price is Rs.20 per unit, variable cost Rs.10 per unit and fixed cost is Rs.80,000 find out BEP in units and in sales revenue.  What is profit earned?  What should be the sales for earning a profit of Rs.60,000?

4.
Explain the role of time factor in the determinations of price.  Also explain price output determination in case of perfect competition.

5.
Explain the features of sole trader form of organisation. Discuss the advantages and limitations of sole trader form of organization.

6.
What is the importance of Capital budgeting? Explain the basic steps involved in evaluating capital budget proposals.

7.

Explain the basic accounting concepts and convention.  Give examples.

8.
From the following extract of a balance sheet of a Airlines company calculate the debt equity ratio and interest coverage ratio. Given that the debt equity ratio is in the range of 10:1 , how do you interpret this ratio ? 

                       
 50,000 , 10% preference shares of                           Rs.100 each

                       
 2,00,000    equity shares of                                       Rs.10   each 

                       

    10% ,30,000 debentures of                                       Rs.100 each

                        

    Net profit during the year was                                Rs. 10,00,000
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1.a)
Explain the various factors that influence the demand for a computer.

   b)
What is cross elasticity of Demand?  Explain.

2.
Explain the following with reference to production function,

   a)  
Marginal rate of Technical substation. 

   b)  
Variable proportions of factors.

3.
The PV ratio of Matrix Books Ltd, is 40% and the margin of safety is 30%.  You are required to work out the BEP and Net Profit, if the sales volume is Rs. 14,000.

4.         How an individual firm behaves under perfect competition. Also explain the firm and industry equilibrium under perfect competition.

5.
"Small is Beautiful". Do you think, this is the reason for the survival of the sole 
trader form of business organisation? Support your answer with suitable 
examples

6.
What is meant by discounting and time value of money? How is it useful in Capital Budgeting?

7.

What is three column cash book?   What is contra entry?  ‘Illustrate’.
8. 
State the different types of Liquidity Ratios and turnover ratios and explain their significance.
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1.a)
What is meant by demand?  Every one desires an Ambassador car – Does this mean that the demand for Ambassador cars is large?   

   b)
Calculate price elasticity of demand 


Q1
=
4000


P1
=
Rs.20



Q2
=
5000


P2
=
Rs.19   


How do you interpret the result?

2.
Explain and Illustrate the following:

  
a)  
The Law of Constant Returns    b)  
The Law of increasing Returns.
3.
Sales are Rs.1,10,000 producing a profit of Rs.4000 in period-I Sales are Rs.1,50,000 producing a profit of Rs.12000 in period-II.  Determine BEP and fixed Expenses.

4.
Explain how the price is determined under conditions of  perfect competition. 
Illustrate this with the help of diagrams.

5.
What are the reasons for Joint Stock Company being popular as a form of business Organization?  Explain.

6.
Explain the factors affecting the requirement of working capital.

7.

Jounalise the following transactions and post them to ledger.


i.
Ram invests Rs.10,000 in cash.


ii.
He bought goods worth Rs. 2,000 from Shyam.

iii. He bought a machine for Rs. 5,000 from Lakshman on account

iv. He paid to Lakshman Rs. 2,000

v. He sold goods for cash Rs.3,000

vi. He sold goods to A on account Rs. 4,000

vii. He paid to Shyam Rs.1,000

viii. He received amount from A Rs.2,000

8.
As a financial analyst, what precautions would you take while interpreting ratios meaningfully? 
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1.   
Define price–elasticity of demand. What are the various degrees of price elasticity. Illustrate graphically.

2.a) 
What is meant by internal and external economies of scale? 

   b) 
What are the sources of internal and external economies? 

   c) 
Discuss various types of internal economies available to a firm.
3.
Sale of a product amounts to 20units per month at Rs.10 per unit.  Fixed Overheads is Rs.400 per month and variable cost is Rs.6 per unit.  There is a proposal to reduce prices by 10%.  Calculate present and future P V Ratio.  How many units must be sold to earn a target profit of present level.

4. 
Monopoly is disappearing from markets. Do you agree with this statement?


Do you advocate for monopoly to continue in market situations?

5.
Discuss the factors that help in choosing a suitable form of Business Organisation.
6. 
What are major sources of short term finance?  Evaluate.

7.
State the nature of account (nominal, real and personal and show which account will be debited and which account will be credited.



i.
Rent received



ii.
Machinery purchased

iii. Discount received

iv. Interest paid

v. Rent Paid

vi. Commission received

vii. Capital introduced

viii. Buildings sold

ix. Goods purchased

x. Goods sold

8. 
Explain and Illustrate the types and significance of 

     


 (i)  Profitability ratios    
 (ii) Operating Ratio. 
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