UMass Dartmouth Business Finance Notes
Chapter 1
Business/ Corporate Finance pertains to 1.)  Capital Budgeting (evaluating corporate  investments) 2.)  Capital Structure (mix of stock and debt), and 3.)  Working capital everyday business, managing cash, collecting money, paying bills.

The primary goal is to maximize the stock and firm’s value, but not necessarily at the expense of the bondholder.
There can be conflicts between stockholders and management (agency problems) and between stockholders and bondholders.

Capital markets (stocks and bonds) can help corporations grow.
Application
1.  True or False, Capital Budgeting is the process of constructing the operating budget for the firm for the next fiscal year.

2. Marketing professionals will work very closely with finance managers to justify their budgets.  T or F.

3. CPAs prepare the taxes and financial statements but are not involved with the internal or external audits.  T  F

4. If another company offers to buyout your company and the stock price is quite attractive for the stockholders, the management will always support the buyout because they always act in the interests of the owners.

5. The firm’s Treasurer knows that the firm will be acquired at a much higher price.  This information is not known to the public.  Knowing this, he buys $1,000,000 worth of stock and makes a lot of profit upon the acquisition.  Thoughts?
6. How can the existence of bonds incent the firm to act profitably?

7. How can the existence of stock incent the firm to act profitably?

8. Differentiate liquidity from solvency.

What is the square root of 20?
What is 3 ^ -2?

What is the reciprocal of 10?

What is the % change from 13 to 14?

If F = P ( 1 + I ) ^ n, what is P, I?

What is 3 + 5 X 4 ^ 2 + 3 /2?

If the return is 20% in year 1 and 15% in year 2 and the 3-year average is 8.3%, what is the 3-year average?

What is ¼ + ½ + 1/3 + 7/8? 
The assets are $1,000, debt is $400, net income is $200.  What is the ROE and ROA?  Assume no change in net income but the debt and equity flip flop.  Recalculate, interpret.  Is there an improvement?  

The firm’s book value is $500, stock capitalization (# shares X stock price) is $800, and liquidation value is $1,200.  Interpret.
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