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Course Objectives: 

This course aims to provide the students with basic understandings financial management. This course 

familiarize the students for financial analysis, to understand the concept of time value of money, to 

determine the cost of capital, to evaluate the investment projects and select the appropriate project using 

the techniques of capital budgeting and to understand the concept of working capital and use different 

techniques for current assets management. 

Unit 1 Introduction  3 Hours 

Meaning of Finance, Nature and function of Financial Management, Goals of Financial Management, 

Agency Relationship 

Unit 2 Cash Flow & Financial Analysis                                        12 Hours 

Basic Concept of Cash Flow, Preparation of Cash Flow Statement, Financial Ratio Analysis, Uses of 

Financial Ratios, Limitations of Financial Ratios, Du-Pont Analysis, Liquidity Ratios, Profitability Ratio, 

Performance Ratios, Capital Structure Ratios, and Coverage Ratios 

Unit 3 Time Value of Money  4 Hours 

Concept of Time Value of Money, Future Value, Present Value, Solving for time and interest rates, 

Future Value of an Annuity, Present Value of an Annuity, Solving for interest rates with Annuities, 

Perpetuities, Uneven cash flows streams, Semiannual and other compounding periods 

Unit 4 Cost of Capital                                                                       5 Hours                                             

Meaning and Component of Cost of Capital, Cost of Debt, Cost of Preferred Stock, Cost of Equity, 

Capital Asset Pricing Model, Dividend Growth Model, Weighted Average Cost of Capital 

Unit 5 Capital Budgeting                                                12 Hours 

Concept of Capital Budgeting, Classification of Capital Projects, Estimation of Cash Flows, Incremental 

Cash Flows, Capital Budgeting Techniques: Payback Period, Accounting Rate of Return, Net Present 

Value, Internal Rate of Return, NPV vs IRR, Modified Internal Rate of Return,  Profitability Index 

Unit 6 Working Capital Management                                          12 Hours 

Concept of Working Capital, Factors affecting size of Working Capital, Alternative Working Capital 

Investment Policy, and Cash Conversion Cycle  

Cash Management: Motives for holding Cash, Optimal Cash Size 

Receivable Management: Credit Policies and Terms, Monitoring of Receivables 

Inventory Management: Economic order quantity, Re-order point and safety stock 
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