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MEANING , SCOPE & 
OBJECTIVES OF 

FM



MCQ  1

Focus of financial management is mainly concerned with the decision related to.

a) Financing

b) Investing

c) Dividend

d) All of above



MCQ  2

The shareholder value maximization model holds that the primary goal of the firm is to maximize its.

a) Accounting profit

b) Liquidity

c) Market value

d) Working capital



MCQ  3

Management of all matters related to an organization’s finances is called.

a) Cash inflows and outflows

b) Allocation of resources

c) Financial management

d) Finance



MCQ  4

The main objective of financial management is to.

a) Secure profitability

b) Maximize shareholder wealth

c) Enhancing the cost of debt

d) None of above



MCQ  5

Decision about mergers, takeovers, expansion, liquidiation were covered in financial management

under.................... phase of Financial Management.

a) Traditional

b) Transitional

c) Modern

d) None



MCQ  6

"Shareholders Wealth" in a firm is reflected by.

a) the number of people employed in the firm

b) the book value of the firm's assets less the book value of its liabilities

c) the amount of salary paid to its employees

d) the market price per share of the firm



MCQ  7

Wealth maximization approach is based on the concept of.

a) Cost benefit analysis

b) Cash flow approach

c) Time value of money

d) All of the above



MCQ  8

...................... is the main goal of financial management.

a) profit maximization

b) fund transfer

c) maximum returns

d) wealth maximization



MCQ  9

Which of the following is the disadvantage of having shareholders wealth maximization goals.

a) Emphasizes the short-term gains

b) Ignores the timing of returns

c) Requires immediate resources

d) Offers no clear relationship between financial decisions and share price



MCQ  10

Which of following activities will not lead to increase in shareholders wealth?

a) Investing in projects with high cash flows

b) Raising funds through sources which have low cost

c) Regular growth in dividends

d) Maintaining high levels of cash at bank



MCQ  11

which of the following activities are performed by CFOs now in addition to those performed by past CFOs.

a) Budgeting

b) Forecasting

c) Risk Management

d) Treasury management



MCQ  12

Which of the following is the common connection in financing, investing decisions.

a) Investment instruments type should be same as financing instrument type

b) Investments will definitely grow in line with financing

c) Debt Equity ratio should be same for investments and financing actions

d) Risk Return Trade off



MCQ  13

Which of the following need not be followed by the finance manager for measuring and maximizing shareholders'

wealth.

a) Accounting profit analysis

b) Cash Flow approach

c) Cost benefit analysis

d) Application of time value of money



MCQ  14

A principal agent relationship between .................. and .............. which is known as Agency Problem.

a) Managers & Owner

b) Executive & Proprietor

c) both (a) & (b)

d) Managers & secretary



MCQ  15

Financial Management is study-

1) Of the process of procuring and judicious use of financial resource

2) Undertaken to maximize the value of the firm/owners.

a) (1) only

b) (2) only

c) Both (1) and (2)

d) Neither (1) nor (2)



MCQ  16

Long run objective of financial management is to …………..

a) Maximize earnings per share.

b) Maximize the value of the firm's common stock.

c) Maximize return on investment.

d) Maximize market share.



MCQ  17

Procurement of funds inter alia include........

(a) Identification of sources of finance

(b) Determination of finance mix

(c) Raising of funds

(d) Division of profits between dividends and retention of profits for internal funds generation

a) (a) & (b)

b) (a), (c) & (d)

c) (b) & (c)

d) (c), (a), (d) & (b)



MCQ  18

The market price of a share of common stock is determined by:

a) The board of directors of the firm.

b) The stock exchange on which the stock is listed.

c) The president of the company.

d) Individuals buying and selling the stock.



MCQ  19

Which of the following is/are the basic aspects of financial management?

1) Procurement of funds.

2) Appointment of capable financial personnel.

3) Effective use of funds to achieve business objectives.

4) Increase the national resources.

a) (1) & (3)

b) (2) & (4)

c) (1) & (4)

d) (2) & (3)



MCQ  20

The focal point of financial management in a firm is.............

a) The number and types of products or services provided by the firm.

b) The minimization of the amount of taxes paid by the firm.

c) The creation of value for shareholders.

d) The profits earned by the firm.



MCQ  21

A business organization can obtain funds from –

a) Issue of preference or equity share capital

b) Issue of debentures

c) Loan from banks and financial institution

d) All of the above



MCQ  22

The funds raised by the issue of ……. are the best from the risk point of view for the company.

a) equity shares

b) debentures

c) both (A) & (B)

d) none of the above



MCQ  23

Investment decisions are concerned with –

a) Efficient allocation of funds to specific assets

b) Determining the proper amount of funds to be employed in the firm.

c) Determining the composition of liabilities

d) Short-run projects



MCQ  24

……… ensures that the firm utilizes its available resources most efficiently under conditions of competitive

markets.

a) Wealth Maximization

b) Profit Maximization

c) Value Maximization

d) Relation Maximization



MCQ  25

For which of the following reason(s) profit maximization concept is criticized_

1) It is vague conceptually.

2) It ignores the timing of returns.

3) It ignores the risk factor

4) Its emphasis is generally on short-run projects,

Select the correct answer from the options given below.

a) 1

b) 1 & 2

c) 1, 2 & 3

d) 1, 2, 3 & 4



MCQ  26

______consistent with the object of maximizing the owner's economic welfare.

a) Profit Maximization

b) Wealth Maximization

c) Relation Maximization

d) All of the above



MCQ  27

Financial Management is concerned with –

a) Profit Maximization

b) Both (A) & (C)

c) Wealth Maximization

d) Both (A) & (C) plus Relation Maximization



MCQ  28

Assertion (A): Profit maximization as an objective does not take into account the time pattern of returns.

Reason (R): The finance managers will accept highly risky proposals if they give high profits by applying the profit

maximization concept.

Select the correct answer from the options given below.

a) Both A and R are true and R is the correct explanation of A.

b) Both A and R are true but R is not a correct explanation of A.

c) A is true but R is false

d) A is false but R is true



MCQ  29

Profit maximization-

a) Cannot be the sole objective of a company

b) Is at best a limited objective.

c) Has to be attempted with a realization of risks involved

d) All of the above



MCQ  30

Under inflationary conditions, the value of money expressed in terms of its purchasing power over goods and

services.

a) Incline

b) Declines

c) Increases

d) Remains constant



MCQ  31

____ is a condition where a company cannot meet or has difficulty paying off, its financial obligations to its

creditors, typically due to high fixed costs, illiquid assets, or revenues sensitive to economic downturns.

a) Financial risk

b) Financial uncertainty

c) Financial certainty

d) Financial distress



MCQ  32

____means the organization can no longer meet its financial obligations with its lender or lenders as debts

become due.

a) Financial certainty

b) Financial insolvency

c) Financial risk

d) Identified risk



MCQ  33

A permanent………may lead an organization to the chaotic state of ____.

a) Financial insolvency; financial certainty

b) Financial distress; Identified risk

c) Identified risk; financial insolvency

d) Financial distress; financial insolvency



MCQ  34

Financial Management can be judged by the study of the nature of___.

a) Corporate, social & benefit decisions.

b) Accounting, financing & dividend decisions.

c) Personnel, human cost & economic decisions

d) Investment, financing & dividend decisions.



MCQ  35

Which of the following is/are a major aspect of the investment decision-making process?

a) Capital budgeting

b) Formulation of Functional Strategy

c) Strategic implementation

d) All of the above



ANSWER KEY

SR.NO ANSWER SR.NO ANSWER SR.NO ANSWER

1 D 16 B 31 D

2 C 17 D 32 B

3 C 18 D 33 D

4 B 19 A 34 D

5 A 20 C 35 A

6 D 21 D

7 D 22 A

8 D 23 A

9 D 24 B

10 D 25 D

11 C 26 B

12 D 27 B

13 A 28 B

14 C 29 D

15 C 30 B
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