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Shareholder Wealth Maximization

Profit

Maximization



Risk Uncertainty
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Agency Problem
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.Securities

Financial Claim

Shares :( )

Bonds :( )



Capital Gain
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Securities Market :
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Money Market

Capital Market
Derivative
Securities



"Maturity"

Money Market Securities

"Treasury Bills"
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Banker's Acceptances.

Treasury Bills (T-Bill) : /



Commercial Papers :



Certificates Of Deposits (CDs)

Negotiable Certificate of Deposits



Face Value

Banker's Acceptances

Draft

"Accepts" "



Collateral

Capital Market Securities
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Dividends
( )

Capital Gain
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Cumulative Preferred Stocks









Inflation



Derivative Securities

Options
Futures

Assets — Backed
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Exercise Price
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( ) Call option -
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:(Put Option)



:A Warrant (
Call Option

A Convertible Feature
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a Call Feature

A Right

A Put Feature



Futures

Futures Contract

.Options

(Hedger)



(Speculator) -

Asset — Backed Securities (ABS)

Home Mortgages,
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Securitization

Securities Markets

Stock Exchange



Primary Market :
Secondary Market :



Private Placement



.Underwriting "



Stock Exchange

Stock Brokers
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Over — The Counter Markets

RISK, RETURN AND INVESTMENT
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Risk Averse Investor :



Risk Neutral Investor

Risk Lover Investor
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Diversification Principle

Risk Management



Portfolio Investment

Unique Unsystematic Risks
Risks
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.Free Cash Flow Concept

Basic Financial Statements






The Balance Sheet

Liabilities

Sources of funds
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.Current Assets




Accounts Receivable .

( )

Cash



Marketable Securities

Inventories

Fixed Assets .



Intangible Assets

Liabilities .



Current Liabilities :

Accounts Payable



Long Term Liabilities

Capital Lease
.Obligations



Shareholders Equity :

Par Value
Dividends



Additional Paid — in Capital



Treasury stock
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Income Statement .

Integrated
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Liquidity Ratios



Working Capital

Net Working
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Current Ratio

Quick Ratio
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Gross Profit Margin Ratio

Operating Profit Margin
Ratio
Net Profit Margin



Return on
Assets (ROA)
Return on Equity
(ROE)
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Inventory Turnover
ratio
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Receivable Turnover
Fixed Assets
Turnover
Total Assets
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Overall Asset Management













Total Debt to Assets Ratio

Total Debt to Equity Ratio

Debt to Total Capitalization ratio
Interest Coverage ratio



Fixed charge coverage ratio
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Earnings Per Share (EPS)

Book Value of Equity Per Share

( ) -
Price Earning Patio (P/E)

Dividends Per Share (DPS)
-(EPS)

X =(EPS)
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Price/Earnings Ratio (P/E) or Earnings
Multiplier
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Client's Quality :

(Default Risk or Credit Risk)



Collection



Five C's.
(®)

Character (Good Citizen)



Capacity (Cash Flow) :

Capital (Wealth) :



Collateral -

Conditions, (Economic Conditions)



Credit Risk and
Credit Worthiness












Commercial Credit Purpose:



Primary Sources For Repayment :

Capacity















Secondary Sources Of Payment (Collateral)



Collateral

Secondary Sources



.Credit Scoring Systems



Consumer Credit
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Predetermined Score

Credit Risk Score
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Credit Scoring Scheme Steps

Good Clients

Credit Application

Credit Worthiness
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Pilot Study

Cutoff Score
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Discriminate Analysis (DA) Technique For
Credit Analysis



Discriminate

Analysis (DA)
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& Bad Client

Multiple Regression Analysis (MRA)

Independent Variables
Dependent Variable



<<

<<

>>

>>



(o)

O Jaand Ayl A gl A g il pas (i AN

(e by U
Wh o Jsy O




(/)

<<

>>



<< Ay i}

(o/epd Jsi)

- Jiexll Ae gane g << Ml (Liaall 5>

ot Jet
OS
A enll

A

TJ'T"'" \-,ui=|_"

A
o 8
S

()




(/)



(1/0) od, Jau
lois¥l Judai 63 5oaaoll cagluil gilaall Juslioull

U_‘I-_-—Jl .

Multiple Discriminate Analysis




Edward 1.
Altman



<<

>>



Robert Libby






Market Risk









Juadll (eila






il Jucd}
G958l 31



ald 3 i datiad) cilalais Y
"‘55.!", .j_.‘_“

(CIB)






Raw Materials
Work — in — Process

Finished Goods



























(/)



(/)




()
()




()

S




()



()

()



()x()=0)=

()

()



(
( )
Cx o+ x x =
2
()
o
()
i of
(—é,) +(3)x X
o
()

()




()

(=)

6 |G

The Economic Ordering Quantity (EOQ)
Model

(EOQ) ( )
(/)



(/)



(/1) Jai&
elydall goll Jiolll @aall sgaa

s
(aidy

II

\

1

|

\

\

L'\

—

(g =gy oapd il

tada)

S
= N
gl Bl S s oy
-— I35 ‘ \-
S — Sapedl e aalS __\-"‘ o)
o — ,—d‘l"—-... [
— S
-—
- l
—
¥




(/)

()(













Reorder Point







(/)



(Y/1) ) Jed
O 1338 5 9 b (o 35l i ga

VYL Slas )

A
N \uJJ.L‘ u,ai\
h Ly
A N i
N . 3l
0 Nolaud) ot egle Lkt
\
N lkl
H \ -
N
r

-_—
'4'02’) Y N
) Iy g e 14—

T~y ¢ & 4 1 RN YRR LY S TSR LA TR TN A7
I 1 e ‘Lu) |
Sl g e gl




(/)






Quantity Discount :



(

)



(<)

5






()



()

()

()






Juadll (eila






deibatd | Juatd

AN J g A laiin)



sl Jlacy (3 933 ualaa 48
"uj"_‘ﬂ"'



















































AN J g A bl bl G2y
(Cgm\ Jlall (l))

































Syndicated Loans



Syndicated Loans

-: Lead Bank



Agent Bank



Supplier Facilites



-World Bank



LLF.C

International Finance

Corporation



:Governmental Loans
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Retained Earnings

Owner's Equity



Capital Structure









Financial leverage

Cash Dividends
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.Corporate Purpose



.Corporate Scope

.Corporate Objectives



.Corporate Strategies



Operating Plans
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Operating Lease

Financial Lease



Assets Leasing

Financial Leasing Operational Leasing
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Direct Lease
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Financial Management
Financial Analysis
Corporations
Commercial International Bank
Investment Decisions
Finance Decisions
Financial Institutions
Financial Planning
Financial Control
Coordination

Capital Market
Shareholders



Wealth Maximization
Profit Maximization
Certainty

Uncertainty

Project

Dividend Policy System
Equity

Agency Theory

Risk

Return

Social Responsibility
Earnings

Earnings Per Share (EPS)
Earnings/ Price (E/P)

Economic Recession

Economic Boom
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Securities Market
Stock Exchange
Shares

Bonds

Financial Claims
Public Subscription
Interest Rate

Capital Gain

Money Market
Capital Market
Derivative Securities
Maturity

Banker's Acceptance
Treasury Bills
Commerical Papers
Financial Papers

Certificates of Deposits (C/D's)



Negotiable Certificates
Deposits

Face Value

Market Value

Drafts

Collateral

Common Stocks

Preferred Stocks

Common Preferred Stocks
Cumulative Preferred Stocks
Options

Call Options

Put Option

Futures

Assets Backed Securities
A Convertible Feature
Hedging

Speculator

Securitization
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Primary Market

Secondary Market

Private Placement

Underwriting

Stock Broker

Over The Counter Market (OTC)

Efficient Portfolios

Risk Averse Investor
Risk Neutral Investor
Risk Lover Investor

Risk Premium

Risky Investments

Free — Risk Investments
Deiversification Principle
Unique Risk

Market Risk



Financial Statements
Free Cash Flow Concept
The Balance Sheet
The Income Statement
Liabilities

Current Assets
Accounts Receivable
Cash

Marketable Securities
Inventories Accounts
Fixed Assets
Intangible Assets
Current Liabilities
Accounts Payable
Over Draft Facilities
Long Term Liabilities

Shareholders Equity



Capital Lease Obligations
Additional Paid-In Capital
Treasury Stock

Integrated System

Off- Balance Sheet Information
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Financial Evaluation
Financial Ratios
Financial Analyst
Liquidity Ratios

Working Capital

Net Working Capital
Current Ratio

Quick Ratio

Sales

Gross Profit Margin Ratio
Operating Profit Margin Ratio
Return On Assets (ROA)
Return on Equity (ROE)
Inventory Turn Over

Accounts Receivable Turnover

Fixed Assets Turnover



Total Assets Turnover

Overall Assets Turnover

Total Debts to Assets Ratios
Total Debts to Equity Ratios
Interest Coverage Ratio

Fixed Charge Coverage Ratio
Earnings Per Share (EPS)

Book Value of Equity Per Share
Price Earning Ratio (P/E)

Dividend Per Share

Earnings Multiplier
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Accounts Receivable
Suppliers

Consumers

Bill of Exchange

Credit

|Commercial Credit

Credit Risk

Default Risk

Client's Quality

Collection

Character

Financial Capacity
Economic Conditions
Primary Sources of Finance
Seconary Sources of Finance
Credit Scoring System

Consumer Credit
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Multiple Regression Analysis
Dependent Variables

Independent Variables



Inventory Management
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Work — in Process Inventory
Finished Goods

The Economic Order Quantity
Reorder Point

Quantity Discount

Cost of Holding Inventory
Ordering Cost

Storage

Depreciation

Safety Stock

Just — in — Time Inventory

Cost Per Transaction



Fixed Assets
Equipment
Buildings

Land

Industrial Project
Tangible Assets
Intangible Assets
Fixed Capital
Plant
Infrastructure
Furniture
Technical Support
Contracts Costs
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Promotion Companies

Reserves
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Medium Term Loans

Long Term Loans

Syndicated Loans

Banks

International Financial Institutions
Direct Loans

Lead Bank

Agent Bank

Suppliers Facilities

World Bank

International Finance Corporation

Governmental Loans
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Capital Structure
Financial Leverage
Retained Earnings
Standard Deviation
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Tax Advantage
Perfect Market
Discount Rate
Capitalization Rate
Risk — Free
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Interest Paid
Loans Principle
Cost of Capital
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Present Value
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Financial Forecasting
Strategic Plans
Corporate Purpose
Corporate Scope
Corporate Objectives
Corporate Strategies
Operating Plans

The Financial Plan
Sales Forecast
Constant Ratio Method
Financial Surplus
Financial Deficit
Project Management
Expected Sales

Pro Forma Income Statement



Pro Forma Financial Statement
Pro Forma Balance Sheet
Financial Model

Net Cash Flow

Cash Budget



Operating Lease
Financial lease
Assets Leasing
Lessor

Lessee

Direct Lease
Lease Purchase
Lease Contract

Finance House



Financial Failure

Financial Stress

Financial Panic

Unqualified Management Staff
Weak Collection System
Internal Control System
Costs Analysis

Products Development
Research And Development
Marketing Research
Financial Information System
Decision Support System
Feasibility Study

Foreign Exchange Risk
Inflation Rate

Political Risk

Bank Loans
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