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Abstract

Some scholars prophesy that the mainstream economics in 21* century is fi-
nancial economics for 21% century is an era with persistent deepening of financial e-
conomics. The core of financial economics is studies and analysis in evaluation and
risk control. Financial economics, composed of studies on financial market, invest-
ments and corporate finance, will surely play an irreplaceable role, especially in
dealing with the problem of “opportunity and risk” under new economic surround-
ings; the academic status of corporate finance will be improved. In the early years
of the 20™ century, the theory of finance was still in its initial stages, and its in-
fluence on enterprise management was limited to some special issues, such as
M&A, bankruptcy, and so on. Pro. Miller and Pro. Modigliani came up with
MM’ capital structure model without income taxes in 1958, which symbolized the
ground floor of modernization in financial theory. Until the late years of the 20%
century, financial theories were gradually becoming mature, thus developed into
an important branch in modern economics and played a key role in maintaining the
stabilization and high efficiency of modern economy.

From a macroscopical point of view, the persistent deepening of financial eco-
nomics becomes an important opportunity for the development of modern financial
theory; from a microcosmic point of view, the practice of new patterns in value-
based enterprise management urged continuous optimizing and perfecting of finan-
cial theory.Vast adoptions of new techniques in arbitrage analysis and security
portfolio analysis boost the maturation of methodology in financial theory. That
those theories of capital cost, cash flow, and enterprise evaluation are attached
great importance marked the development of chrematistics coming into a new era.
According to modern financial theory, an enterprise is a combination of a series of
cash flows confronting with risks. The significance of an existing enterprise is to
bring enough wealth to its investors through creating as many ways as possible that
can bring enough cash flows. Those basic mindsets not onlyurged the development
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of financial theory, but also exerted more and more influence on management sci-
ence. Modern financial theory is a strictly standardized scientific system whose ba-
sic researching patterns are widely acknowledged and respected by economists.

In the modern financial theories, researches on decision-making of capital in-
vestments and on financing decision-making are two basic researching fields. Re-
searches on decision-making of capital investment are the main body of financial
theory for the purity of financing decision-making is unnoticeable. NPV is the core
of investment decision-making while cash flows and its risk analysis are the bases of
NPV. As to researches in capital structure and dividend policy, they are both
studies in investment decision-making. The clarification of financial concepts and
the scientific definition of financial theory structure indicate the maturation of mod-
ern financial theory.

The goal of my research is to discuss modern financial theory structure focus-
ing on the enterprise value maximization. This research began with the analysis of
several basic financial concepts, and several financial economic theories, which in-
fluenced the development of financial theory (as called the footstone of financial
theory by some scholars), then made further study on financial decision-making
and financial target function and finally ended with the discussion on financial be-
havior based on the above discussions. My report is composed of five parts: Part
I, the general introduction of financial theories; Part I , study on basic financial
concepts; Part [lI, study on financial decision-making; Part [V, study on finan-

cial target function; Part V, financial behavior and sustainable development of an

enterprise.
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