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Paper 2.3 Advanced Financial Management 

 

Unit 1 

Time value of money: concept and relevance, Compounding techniques: future value of 

single and series of cash flow, effective rate of interest, Discounting Techniques: Present 

value of future cash flow and series of future cash inflow, present value of perpetuity, 

Annuity due, growing perpetuity and growing annuity, applications of the concept of time 

value of money: finding out implied rate of interest, number of periods, sinking fund and 

deferred payment. 

Unit 2: 

 Capital Budgeting under Risk and Uncertainty: Assumptions and types of Risk, conventional 

techniques: Risk adjusted discount rate, certainty equivalent, Quantitative techniques: 

Statistical, sensitivity and decision tree, Capital budgeting under capital rationing, inflation, 

with unequal lives of proposal 

Unit 3:  

Business Valuation and corporate restructuring: conceptual framework of valuation, Methods 

of valuation: Asset based, earning based, market value based, fair value based, Market value 

added, Economic value added. Conceptual and financial framework of corporate restructuring 

Unit 4: 

Value of firm and capital structure: concept of value of firm, capital structure theories: Net 

income, net operating income, traditional and Modigliani Miller, profitability and capital 

structure, liquidity and capital structure, financial distress, project financing and project beta. 

Unit 5: 

 Financial derivatives: Futures, options, SWAPS, and Credit Derivatives 
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