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fundamentals of
corporate finance

Assets (‘+ + +s) Youv Youf
Current assets

Cash $ ¥o $ o
Accounts receivable Y& Y
Inventory Y'Y YAD
Total $ 7vo $ vro
Fixed assets

Net plant and equipment AN Y ).
TOTAL ASSETS ARAK $) A¥O

By Sl wauCopyright © Y- « ¥ McGraw-Hill Australia Pty Ltd

PPTs t/a Fundamentals of Corporate Finance Ye
Ross, Thompson, Christensen, Westerfield and Jordan
Slides prepared by Sue Wright




fundamentals of
corporate finance

Liabilities and equity (‘* * +s) Youv Yoof
Current liabilities

Accounts payable $ WM. $ Y7
Notes payable VY. YV
Total $ vrv. $ ¥ro
Long-term debt $ v.0 $ YYO
Shareholders’ equity

Ordinary shares YA va.
Retained earnings vae Ado
Total AL $) VAL
TOTAL LIABILITIES AND EQUITY CARAR $) AY

By Sl wauCopyright © Y- « ¥ McGraw-Hill Australia Pty Ltd
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Ross, Thompson, Christensen, Westerfield and Jordan
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Net sales

Cost of goods sold
Depreciation

EBIT

Interest

Taxable income

Tax

Net profit

Dividends

Addition to retained earnings

sy Sl 2auCopyright © Y+« ¥ McGraw-Hill Australia Pty Ltd
PPTs t/a Fundamentals of Corporate Finance Ye

Ross, Thompson, Christensen, Westerfield and Jordan
Slides prepared by Sue Wright
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fundamentals of
corporate finance

« QOperating activities
+ Net profit
+ Depreciation
+ Any decrease in current assets (except cash)
+ Increase in accounts payable
— Any increase in current assets (except cash)
— Decrease in accounts payable

« Investment activities
+ Ending fixed assets
— Beginning fixed assets
+ Depreciation

By Sl wauCopyright © Y- « ¥ McGraw-Hill Australia Pty Ltd
PPTs t/a Fundamentals of Corporate Finance Ye

Ross, Thompson, Christensen, Westerfield and Jordan
Slides prepared by Sue Wright




fundamentals of
corporate finance

—
LS
» -

Financing activities
— Decrease in notes payable
+ Increase in notes payable
— Decrease in long-term debt
+ Increase in long-term debt
+ Increase in ordinary shares
— Dividends paid

sy Sl 2auCopyright © Y+« ¥ McGraw-Hill Australia Pty Ltd
PPTs t/a Fundamentals of Corporate Finance Ye

Ross, Thompson, Christensen, Westerfield and Jordan
Slides prepared by Sue Wright




fundamentals of
corporate finance
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« QOperating activities

+ Net profit +$ VY700

+ Depreciation + Ve,

+ Increase in payables + B,

— Increase in receivables — O,

— Increase in inventory —  Fo, e
$ 41,80

« Investment activities

+ Ending fixed assets +3Y Ve,
— Beginning fixed assets — A0,
+ Depreciation + R
($ V¥o,++)

sy Sl 2auCopyright © Y+« ¥ McGraw-Hill Australia Pty Ltd
PPTs t/a Fundamentals of Corporate Finance Ye

Ross, Thompson, Christensen, Westerfield and Jordan
Slides prepared by Sue Wright




fundamentals of
corporate finance

Financing activities

— + Increase in notes payable +$ 70,0
— + Increase in long-term debt + Y,
— — Dividends — Y7,00

$ 0A,¥O

Putting it all together, the net addition to cash for
the period is:

$AV,00 — VYFd,v v + OAFO = $0,.

sy Sl 2auCopyright © Y+« ¥ McGraw-Hill Australia Pty Ltd
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ROE =

= Profit marginx Total asset turnover x Equity multiplier

= ROA x Equity multiplier
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