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An Introduction to the. Foundations of

Financial Management-The Ties That Bind

Goal of the Firm

Legal Forms of Business Organization

Federal Income Taxation

Ten Axioms That Form fhe Foundations of Financial Management
Axiom 1: The Risk-Return Trade-off-We Won't Take On
Additional Risk Unless We Expect to Be Compensated with
Additional Return

Axiom 2: The Time Value of Money--A Dollar Received Today
Is Worth More Than a Dollar Received in the Future

Axiom 3: Cash-Not Profits-Is King

Axiom 4: Incremental Cash Flows--1t's Only What Changes
That Counts

Axiom 5: The Curse of Competitive Markets-Why It's Hard to Find
Exceptionaliy Profitable Projects

Axiom 6: Efficient Capital Markets-The Markets Are Quick and the
Prices Are Right

Axiom 7: The Agency Problem--Managers Won't Work for the
Owners Unless It's in Their Best Interest

Axiom 8: Taxes Bias Business Decisions

Axiom 9: All Risk Is Not Equal--Some Risk Can Be Diversified Away,
and Some Cannot

Axiom 10: Ethical Behavior Is Doing the Right Thing, and Ethical
Dilemmas Are Everywhere in Finance
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Flotation Costs

Regulation
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Rates of Retum in the Financial Markets
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The Term Structure of Interest Rates
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Evaluating a Firm's Financial Performance
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Capital-Budgeting Technlques and Practice
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Capital-Budgeting Decision Criteria

Capital Rationing
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A Glance at Actual Capital-Budgetmg Practices
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Guidelines for Capital Budgeting

Measuring a Project's Benefits and Costs
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Cost of Capital
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Determining the Financing Mix
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Operating Leverage

Financial Leverage
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Dividend Policy and Internal Financing
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Chaprter 16

Internatlonal Business Finance

The Globalization of Product and Financial Markets
Exchange Rates

Interest-Rate Parity Theory

Purchasing-Power Parity Theory

Exposure to Exchange Rate Risk

Multinational Working-Capital Management
Intemational Financing and Capital Structure Decisions
Direct Foreign Investment

Chapter 17
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The Agency Problem: Changes and Challenges
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