FN 201 COURSE OUTLINE

719.201 M3U53N9 (1A 1/2561)

(1) MWTIWVBINMITUTING

. (Overview of Business Finance)

(Wnnnga)

(1) Overview of Business Finance
(2) Analysis of Financial Statements**
**Please review financial statements in AC 201 or AC 291.
(3) Financial Environments and Markets
(4) Discounted Cash Flow Analysis

(5) Capital Budgeting Techniques

FN 201 COURSE OUTLINE

(6) Capital Structure and the Cost of Capital

(7) Capital Structure and Distribution to Shareholders
(8) Working Capital Policy

(9) Managing Short-Term Assets

(10) Managing Short-Term Financing

(11) Forecasting: Pro Forma Financial Statements
(12) Cost-volume-profit and Leverage Analyses

(13) Long-term Debt, Preferred Stock, Common Stock,
and Equity-linked Securities (mainly self-study)
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AMNEIAYVBINTTWHTIND: Why should | study finance?

< Finance is concerned with decisions about money, or more

appropriately, cash flows.

%# Financial decisions deal with how businesses, governments, and

individuals raise and use money.

% Proper financial management helps any business provide better
products to its customers at lower prices, pay higher salaries to
its employees, and still deliver greater returns to investors who

put up funds needed to form and operate the business.

% Sound financial management contributes to the well-being of both

individuals and the general population.
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managers in the organizational structure of business)
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& PTT Corporation Public
Company Limited (PTT)

Source: PTT’s annual report
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% huangasnans (Goals of the Firm)

To ... maximize shareholders’
wealth......

while ...keeping all stakeholders
for... along-run sustainable business
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MARKET VALUE (MV) ....... NAAININIIAIAAA
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Value of the Firm

Market Factors/Considerations
Economic Conditions
Government Regulations and Rules
Competitive En\qironment

v '

Firm Factors/Considerations Investor Factors/Considerations

Normal Operations Income/Savings
Financing Policy Age/Lifestyle
Investing Policy Interest Rates
Dividend Policy Risk Attitude
! !
Net Clash Flows, CF Requirecll Rate of Return, k

¥
Value of the Firm

N N
= CF, + CF2+...+CFN—t2 CFt
(14K (1+k)2 (1+k)N (1+Kk)t
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u u

ANy Par BV MV MVA®
£ Maximize Economic Value Added (EVA) from BBL 10.00 202.17 181.5 -20.67
KBANK 10.00 138.99 189 50.01

operation each year. KTB 5.15 20.22 20.4 0.18

_ : : SCB 10.00 102.07 163 60.93

EVA = EBIT (1-T) - Cost of financing SANPU 100 1597 198 383

= NOPAT — WACC (Operating Capital) T 10.00 27899 %7 108,01

TOP 10.00 55.83 65.8 9.97
< Maximize Market Value of common stock (MV) ADVANC* 1.00 15.05 1775 16245

_ TRUE 4.00 3.89 6.8 2.91

relative to Book Value (BV) DTAC* 2.00 11.87 52.5 40.63

& Maximize Market Value Added (MVA). CPALL 1.00 065 % 52.35
MAKRO 0.50 3.61 34 30.39

MVA = MV - BV AOT 1.00 1.00 8.53 753

EARTH 1.00 3.02 4.46 1.44

- EARTH 1.00 3.02 1.46 -1.56 %
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(Economic Value Added: EVA)
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RISK VS RETURN
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Wealth maximization, social responsibility, and business ethics

Do they getalong well?

€% Ethics and social responsibility
= Ethics = standards of conduct or moral behavior

® Social responsibility = concern with the welfare of society at large
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Business Ethics

i . .
%# Business ethics

= Concept

A company’s attitude and conduct towards its stakeholders, such as

employees, customers, community, and stockholders.

Note: Ethics is relative.

= Standards of ethical behavior

A firm must treat each party it deals with in a fair and honest manner.
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A

Costs of ethical and socially responsible actions

< Costs of ethical and socially responsible actions

= There is a negative correlation between ethics and short-run

profitability because ethical behavior

(1) incurs additional costs, which will ultimately reduce

the wealth of shareholders, and

(2) puts the firm at a disadvantage in attracting funds.
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Benefits of ethical and socially responsible actions

< Benefits of ethical and socially responsible actions

= Thereis a positive correlation between ethics and long-run

profitability (wealth) because ethical behavior
(1) avoids fines and legal expenses,
(2) builds public trust,
(3) attracts business from customers who appreciate and support its policies,

(4) attracts and keeps employees of the highest caliber, and

(5) supports the economic viability of the communities in which it operates.
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CURRENT TREND IN FINANCE
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