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Pretace

In writing Basic Financial Management, 1 wanted this text to be different. My
goal was to create a readable, visual, useful, and friendly text for students tak-
ing financial management for the first time. As a result, the writing style is di-
rect and the chapter structure is simple. As we all know, students must absorb a
large amount of material in a small amount of time.

Today’s students access new material most easily through visual images,
partly the result of television’s impact on the 20th century. In Basic Financial
Management I’ve made every effort to acknowledge that reality by providing:

« An inviting four-color design;

¢ Color-coded cash flow diagrams, to help students visualize problems in-
volving the time value of money; and

o THE FINANCIAL MANAGER, a spreadsheet program that furnishes a
two-dimensional presentation of financial calculations.

Each chapter also includes the following pedagogical features to assist stu-
dents in learning the material:

« A real-world, opening vignette to stimulate interest in the material to be
covered,
e Highlighted examples to help reinforce new material,

"o Boxed features, based on real-world situations, to lightly introduce inter-
national, ethical, quality, technological, competitive, and environmental
issues,

¢ Color-coded graphs to provide a visual level of understanding,

e Learning objectives keyed to the chapter summary, to remind students of
the key points covered,

* A finance case problem at the end of each chapter, to combine the “gray”
real world with the “black and white” world of problems,

* A financial tables card that includes even years after year 30, and

« An Answers to Chapter Problems Appendix that provides answers to all
of the end-of-chapter problems.

VALUATIONORIENTATION AS A UNIFYING THEME

COCEIOBVNONLONNAONEBDOOOODE

The unifying theme of Basic Financial Management is a valuation orientation. As

a result, time value of money, bond and stock valuation, and capital budgeting i
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are introduced early in the text. This approach is consistent with the goal of the
financial manager to maximize the price per share of stock. Since the emphasis
is on adding value to the firm, each part of the text connects financial decision-
making to common stock valuation.

o Part I, Basic Concepts. The student learns time value techniques and
then applies this knowledge to bond and stock valuation.

e Part II, Financial Analysis and Planning. The student evaluates the rela-
tionships within a set of financial statements and prepares a financial plan
for internal application or for use with various lenders.

 Part ITI, Capital Budgeting. The student studies cash flow estimation and
project evaluation, with and without risk.

e Part IV, Leverage, Capital Structure Theory, Cost of Capital, and Divi-
dend Policy. The student discovers how the determination of the mar-
ginal cost of capital relates to the optimal capital structure, the structure
that maximizes shareholder wealth.

e PartV, Long-Term Financing. The student examines how to obtain secu-
rities, while making valuation choices that fit into a plan for minimizing
the marginal cost of capital.

e Part VI, Working Capital Management. The student finds methods for
minimizing the total costs of maintaining working capital, while studying
the sources of financing required to support daily operations.

« Part VII, Special Topics. The student explores topics such as the formula-
tion and evaluation of mergers, consolidations, and acquisitions, as well as
business failure. In the final chapter, the student then relates the study of
financial management to multinational organizations.

A COMPREHENSIVE SUPPLEMENTS PACKAGE

0N PILINCONNNNN0ECNENENNON0000cRERRCORBROORES

In coordinating the suppléments package for Basic Financial Management, 1
have purposely taken a hands-on approach, writing and/or overseeing the
preparation of all materials. In doing so, I have been able to exercise tighter
quality control over the finished product.

o Instructor’s Manual, prepared by William H. Marsh. Tke Instructor’s Man-
ual provides the instructor with a complete teaching resource. It includes
teaching strategies, teaching summaries, answers to questions, solutions
to problems, and solutions to the case problems.

* 'Transparencies, prepared by William H. Marsh. A set of transparencies
displays the principal tables, figures, and problems from each chapter.
The entire set of transparencies is available on Power Point Software. A
selected number of these are also available as Acerate Transparencies.
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« Test Bank, prepared by John Bowdidge and George Swales of Southwest
Missouri State University. The Tesz Bank furnishes over 1,200 short discus-
sion questions, multiple-choice questions, and problems. This material is
available in three formats: in book form; on WordPerfect 5.1 disks; and on
MicroExam disks. MicroExam is South-Western’s automated testing pro-
gram, which permits options such as random question selection.

o The Financial Manager, prepared by F. X. McGahee and William H.
Marsh of the University of South Carolina at Aiken. 7%e Financial Man-
ager includes general models rather than presenting a solution to a spe-
cific text problem. Moreover, it does not require a commercial spread-
sheet. Many end-of-chapter problems indicate that a particular model
should be used. 7%e Financial Manager includes the following spreadsheet
models for solving problems:

Interest Factor Table (TABLE) provides interest factors for combina-
tions of term and interest rate;

Equivalent Cash Flow (CASHFLOW) provides an equivalent cash
flow for a given set of cash flows;

Bond Valuation (BOND) provides bond valuation, yield to maturity,
and yield to call;

Ratio Analysis (RATIO) provides standard ratios;

Cash Budgeting (BUDGET) provides cash budget;

Miller-Orr Model (MILL.ORR) provides target level, upper limit, and
average cash balance;

Capital Budgeting (PROJECT) provides net present value, internal
rate of return, modified internal rate of return, profitability index, pay-
back period, discounted payback period, and accounting rate of return.
Calculates depreciation, including MACRS;

Basic Statistics (STAT) provides expected value, variance, standard
deviation, and coefficient of variation;

Expected Exchange Rate (RATE) provides expected exchange rate,
N vyears in the future;

e CNBC Videos. This videotape series can help enhance your lectures and
bring topics to life. These videos are composed of timely business topics
and current news clips from CNBC, the cable news network, and are sure
to invoke class discussion. Each video segment ranges from eight to
twenty minutes. The complete videotape is available to adopters upon
request.

e Study Guide, prepared by William H. Marsh and F. X. McGahee of the
University of South Carolina at Aiken. The Study Guide includes an ex-
panded summary of each chapter and additional problems with solutions.
This manual also teaches the student how to use T%e Financial Manager, if
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additional instruction is desired, and presents the output of the spread-
sheet models for many examples.
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