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PREFACE

The financial manager faces some key decisions:
What capital investments should the firm make?
Should it pay for these investments by plowing back
profits, by issuing common stock, or by borrowing?
And what plans can the firm make to ensure that it
stays financially strong and healthy? This book
presents the basis for answering these questions.
This book is a distillation of the ninth edition of
our more comprehensive text, Principles of Corporate
Finance. Some users of Principles have suggested
that its coverage is more extensive than they need,
and with these comments in mind, we have designed
this concise version. We believe that Concise
provides the essential knowledge base for a
financial manager. The first 11 chapters are
essentially the same as those in Principles. They
cover the time value of money, the valuation of
bonds and stocks, and practical capital budgeting
decisions. The remaining chapters discuss market
efficiency, payout policy, capital structure, option
valuation, and long- and short-term financial
planning. Readers who are familiar with Principles
will notice a small number of changes in these
chapters. The option chapters include a simple
example showing how to value an option to
expand, but they omit the other book’s Appendix
on the effect of dilution on option values. In the

chapter on short-term financial planning we have

added a description of the money-market
instruments that firms use to park surplus cash.

Of course, the decision as to what to include and
what to omit was not always easy. We would like to
have covered topics such as new issues, mergers,
private equity, credit risk, and so on. But the book is
meant to be concise. We have therefore reviewed the
contents of a large number of one-semester finance
courses, and been resolute in restricting our coverage
to the most commonly taught topics.

We realize that some instructors will prefer a
different sequence of topics. We have therefore ensured
that the text is modular, so that parts can be introduced
in an alternative order. For example, there should be
no difficulty in reading the material on financial state-
ment analysis and short-term financial decisions be-
fore the chapters on valuation and capital investment.

Throughout the book we have described both the
theory and practice of corporate finance. We hardly
need to explain why financial managers need to mas-
ter the practical aspects of their job, but we should
spell out why down-to-earth managers need to
bother with theory.

Managers learn from experience how to cope
with routine problems. But the best managers are
also able to respond to change. To do so you need
more than time-honored rules of thumb; you must

understand why companies and financial markets
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behave the way they do. In other words, you need a
theory of finance.

Does that sound intimidating? It shouldn’t. Good
theory helps you to grasp what is going on in the
world around you. It helps you to ask the right ques-
tions when times change and new problems need to
be analyzed. It also tells you which things you do
not need to worry about. Throughout this book we
show how managers use financial theory to solve
practical problems.

Of course, the theory presented in this book is not
perfect and complete—no theory is. There are some
famous controversies where financial economists
cannot agree. We have not glossed over these dis-
agreements. We set out the arguments for each side
and tell you where we stand.

Much of this book is concerned with understand-
ing what financial managers do and why. But we
also say what financial managers should do to in-
crease company value. Where theory suggests that
financial managers are making mistakes, we say so,
while admitting that there may be hidden reasons
for their actions. In brief, we have tried to be fair but

to pull no punches.

MAKING LEARNING EASIER

Each chapter of the book includes an introductory

preview, a summary, and an annotated list of sug-
gestions for further reading. There is a quick and
easy quiz, practice questions on both numerical and
conceptual topics, and a few challenge questions.
Many questions use financial data on actual com-
panies, which the reader can download from Standard
& Poor’s educational version of Market Insight. An-
swers to the quiz questions may be found at the end
of the book, along with a glossary and tables for cal-
culating present values and pricing options. We have
also provided for each chapter concept review ques-
tions and have keyed these to the page in the book

where the topic is discussed. Sample questions are

shown at the end of each chapter. The full set of Con-
cept Review Questions is available on the book’s
Web site, www.mhhe.com/bmale.

The book also contains seven end-of-chapter
mini-cases. These include specific questions to guide
the case analysis. Answers to the mini-cases are
available to instructors on the book’s Web site.

A number of the tables in the text are shown as
Excel spreadsheets. In these cases an equivalent
“live” spreadsheet is contained on the book’s Web
site. Readers can use these live spreadsheets to un-
derstand better the calculations behind the table and
to see the effect of changing the underlying data. A
number of end-of-chapter questions ask the student
to use the spreadsheets to check that they under-
stand the effect of changing inputs.

The 20 chapters in this book are divided into 7 parts.
Each part includes a short introduction that explains
the sequence of topics. Parts 1 to 3 of the book cover
valuation and capital investment decisions, and Parts
4 to 6 discuss long-term financing. Part 7 focuses on

financial planning and short-term financial decisions.

SUPPLEMENTS

In this edition, we have gone to great lengths to en-

sure that our supplements are equal in quality and
authority to the text itself.

For the Instructor

Instructor’'s CD-ROM
ISBN 9780073279404
MHID 0073279404

This comprehensive CD contains all the following

instructor supplements. We have compiled them in

electronic format for easier access and convenience.

Print copies are available through your McGraw-Hill

representative.

¢ Instructor’s Manual The Instructor’s Manual
was completed by C. R. Krishnaswamy of Western
Michigan University. It contains an overview of
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each chapter, teaching tips, learning objectives,
challenge areas, key terms, and an annotated
outline that provides references to the Power-
Point slides.

¢ Test Bank The Test Bank, also developed by C.
R. Krishnaswamy, contains multiple-choice and
short answer/discussion questions. The level of
difficulty is varied and is indicated by using a
label of easy, medium, or difficult.

¢ Computerized Test Bank McGraw-Hill’s EZ
Test is a flexible and easy-to-use electronic testing
program. The program allows instructors to
create tests from book-specific items. It accom-
modates a wide range of question types and
instructors may add their own questions.
Multiple versions of the test can be created and
any test can be exported for use with course man-
agement systems such as WebCT, BlackBoard,
or PageOut. EZ Test Online is a new service and
gives you a place to easily administer your EZ
Test—created exams and quizzes online. The pro-
gram is available for Windows and Macintosh
environments.

* PowerPoint Presentation System Matt Will
of the University of Indianapolis prepared the
PowerPoint Presentation, which contains ex-
hibits, outlines, key points, and summaries in a
visually stimulating collection of slides. You
can edit, print, or rearrange the slides to fit the

needs of your course.

For the Student

Online Learning Center
www.mhhe.com/bmale

Find a wealth of information online! This site con-
tains information about the book and the authors as
well as teaching and learning materials for the
instructor and the student, including;:

¢ Excel Templates There are templates for se-

lected exhibits (“live” Excel), as well as various

end-of-chapter problems, that have been set as
Excel spreadsheets—all denoted by an icon. They
correlate with specific concepts in the text and al-
low students to work through financial problems
and gain experience using spreadsheets. End-of-
chapter templates were prepared by Peter R.
Crabb of Northwest Nazarene University.

* Interactive FinSims This valuable asset con-
sists of multiple simulations of key financial top-
ics. Ideal for students to use in order to reinforce
their knowledge and gain additional practice to
strengthen their skills.

* Online Quizzes These multiple-choice ques-
tions are provided as an additional testing and
reinforcement tool for students. Each quiz is or-
ganized by chapter to test the specific concepts
presented in that particular chapter. Immediate
scoring of the quiz will occur upon submission
and the correct answers will be provided.

¢ Standard & Poor’s Educational Version of Mar-
ket Insight McGraw-Hill is proud to partner
with Standard & Poor’s by offering instructors
and students access to the educational version of
Market Insight. A passcode card is bound into
new books, which gives you access to six years
of financial data for over 1,000 companies. Rel-
evant chapters contain end-of-chapter problems
that use these data to help you gain a better un-

derstanding of practical business situations.
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