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Course Objective: The objective of this course is to equip students with a 
comprehensive understanding of the principles, theories, and practices of financial 
management. It aims to develop the ability to make effective financial decisions in 
areas such as investment, financing, and dividend distribution. Students will be 
introduced to concepts like time value of money, capital budgeting, cost of capital, 
capital structure, leverage, and dividend policy. The course emphasizes both 
theoretical foundations and practical applications, enabling students to evaluate 
financial strategies and enhance value creation in an organizational context. 
 

Course Outcomes: Upon successful completion of this course, students will be able 
to: 
 

CO 
Cognitive 
Abilities 

Course Outcomes 

CO1 Remembering 
Remember the nature, scope, and objectives of financial 
management, including core concepts like time value of 
money and functions of finance. 

CO2 Understanding 
Understand the investment decision-making processes, 
capital budgeting techniques, and the computation of 
cost of capital. 

CO3 Applying 
Apply the tools such as NPV, IRR, and WACC to evaluate 
investment projects and financial performance.  

CO4 Analyzing 
Analyze capital structure theories, leverage, and their 
impact on financing decisions and firm value. 

CO5 Evaluating 
Evaluate dividend policy models and practices, and 
assess their implications for shareholder value and firm 
growth.  

 

Course Content 
 

Unit 
No. 

Unit Contents 
Sessions 
Allotted 

1 INTRODUCTION TO FINANCIAL MANAGEMENT: 
- Nature of Financial Management - Finance and related 

disciplines  
- Scope of Financial Management 

15 



Unit 
No. 

Unit Contents 
Sessions 
Allotted 

- Profit Maximization & Wealth Maximization – Traditional and 
Modern Approach 

- Agency Issues 
- Functions of finance – Finance Decision, Investment Decision, 

Dividend Decision 
- Objectives of Financial Management 
- Organisation of finance function 
- Concept of Time Value of Money- present value, future value, 

annuity, growing annuity, perpetuity, growing perpetuity, 
excel functions of time value of money. 

2 INVESTMENT DECISIONS – CAPITAL BUDGETING 
- Nature and meaning of capital budgeting 
- Principles and Process 
- Estimation of relevant cash flows and terminal value 
- Evaluation techniques – Payback period, Accounting Rate of 

Return, Net Present Value, Internal Rate of Return & MIRR, 
Net Terminal Value, Profitably Index Method, Payback Period, 
NPV vs. IRR,  

- Risk analysis in Capital Budgeting-Sensitivity analysis, 
Certainty Equivalent Approach, Calculation of RADR, Real 
options, excel functions of capital budgeting techniques. 

- Cost of Capital: Meaning and concept, Explicit and Implicit 
costs  

- Measurement of cost of capital - Cost of debt, Cost of perpetual 
debt, Cost of Equity Share, Cost of Preference Share, Cost of 
Retained Earning  

- Computation of over-all cost of capital based on Historical and 
Market weights (WACC); Adjusting cost of capital for risk. 

15 

3 FINANCING DECISIONS – CAPITAL BUDGETING 
- Strategic Financing Decisions-Capital Structure, Theories and 

Value of the firm – Net Income approach, Net Operating 
Income approach, Traditional approach, Modigliani Miller 
(MM) model, HAMADA model.  

- Determining the optimal capital structure, Checklist for capital 
structure decisions, Costs of bankruptcy and Financial 
distress, Trade off models, Pecking Order Theory.  

- Leverage analysis and EBIT-EPS Analysis: Concept of 
leverage, Types of leverage: Operating leverage, Financial 
leverage, Combined leverage.  

- EBIT-EPS Analysis, Guidelines for capital structure planning, 
Link between capital structure and capital budgeting. 

15 

4 DIVIDEND DECISIONS – CAPITAL BUDGETING 
- Dividend Decisions: Factors determining dividend policy, 

Theories of dividend- Gordon model, Walter model, MM 
Hypothesis, Signalling Theory.  

15 



Unit 
No. 

Unit Contents 
Sessions 
Allotted 

- Forms of dividend – Cash dividend, Bonus shares, Stock split, 
Dividend policies in practice.  

- Patterns observed in payout policies worldwide 

 

Recommended Reading:  
a) Prasanna Chandra, “Financial Management: Theory and Practice”, 9th ed, Mc 

Graw Hill.  
b) Horne, James C V. and John M. Wachowicz, Jr. “Fundamentals of Financial 

Management. 13th Edition; FT Prentice Hall, Pearson Education.  
 

1. Assessment Techniques: 
1) Class participation, discussions and attendance 
2) MCQs / Quizzes 
3) Assignment project for real-world application of the learnings 


