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Put A New Twist On Time-Value-of-Money,

Yes' | would like to receive a $5 rebate on my purchase of the BAIl PLUS.

To receive $5, | have included the following:

1. Itemized sales (retail or on-line) receipt friginal or copy) with the calculator purchase circled.
Receipt must be dated between January 1,2001 and May 1, 2003. (Offer valid for purchases
made in the U.S. and Canada.)

2. UPC bar code from the back of the BAIl PLUS package.

3. This completed mail-in rebate coupon. Original only. (Rebate will be sent to addresses only in the
U.S. and Canada.)

| have read, understood, and complied with all the terms and conditions of this offer. Rebate terms on back.

Signature (required) N Date
Make check payable to: (Please print)

Name
Address ' City, State, Zip Code
College/University - e-mail

Mail the completed coupon, sales receipt, and UPC bar code Your envelope must be postmarked by July 31, 2003.
To:  Texas Instruments Incorporated Claims postmarked after this date will be returned as
BAII PLUS Rebate ineligible. Please allow 8 to 10 weeks for delivery.
P.0. Box 650311 MS 3962
Dallas, TX 75265

An

You will learn a great deal in this book
about the Time-Value-of-Money. Tl wants
to help you leamn the “value of time and
money” with a great offer on the BAII
PLUS™ financial calculator.
Save time. The easy-to-use features of
the BAH PLUS will speed you through
 calculations such as net present value,
internal rate of return, time-value-of-
“money, and more. And because the BAIl
PLUS is available at most stores where
calculators are sold, you won't spend
time searching for it.
Save money. You don’t have to spend
a ldtofmoneybecause the BAIl PLUS is
priced to fit your budget. Plus, fora
limited time, i will put an extra $5in

Take advantage of this offer on the
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BAll PLUS Rebate Terms and Conditions

This offer is valid only for BAIl PLUS purchases between January 1, 2001 and May 1, 2003.

All claims must be postmarked by July 31, 2003. Allow 8 to 10 weeks for processirg.

All purchases must be made in the U.S. or Canada. Rebates will be sent only to addresses in the
U.S. and Canada and paid in U.S. dollars. Not redeemable at any store. Send this completed
form along with the retail or on-line receipt (original or copy) and the UPC bar code to the
address indicated. This original mail-in certificate must accompany your request and may not
be duplicated or reproduced. Offer valid only as stated on this form. Offer void where prohibited,
taxed, licensed, or restricted. Limit one rebate per household or address. Texas Instruments
reserves the right to discontinue this program at any time and without notice.

AD067.99 L2000 Ti. ™ Texas Instrumenrs Incorporated

Yes! | Want 85 Back On My

Purchase of the BAII PLUS.
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FOUNDATIONS OF FINANCE

The Building Block For Your Education

The next few pages reveal many of the key features that Foundations of Finance, Third
Edition has included to help you be successful in the classroom and beyond.

The cornerstone features included in every chapter are:

10 AXIOMS These core principles of finance tie
together concepts within the text. The 10 Axioms
allow students to see a more complete picture.

PAUSE AND REFLECT In-text inserts appear
throughout the text and focus the student’ attention
on “the big picture.” These inserts help students
identify the interrelationships and motivating fac-
tors behind the core concepts.

FINANCIAL MANAGEMENT IN PRACTICE
These boxes demonstrate the relevance of the topics
discussed and the implementation of the theory.

LSRN Ethical Behavior Is Doing the Right Thing, and Ethical Dilemmas
Are Everywhere in Finance

Ethics, or rather a lack of ethics in finance, is a recurring theme in the news. During
the late 1980s and early 1990s the fall of Ivan Boesky and Drexel, Burnham,
Lambert, and the near collapse of Salomon Brothers seemed to make continuous
headlines. Meanwhile, the movie Wall Street was a hit at the box office and the book
Liar’s Poker, by Michael Lewis, chronicling unethical behavior in the bond markets,
became a best-seller. As the lessons of Salomon Brothers and Drexel, Burnham,
Lambert illustrate, ethical errors are not forgiven in the business world. Not only is
acting in an ethical manner morally correct, it is congruent with our goal of maxi-
mization of shareholder wealth.
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PAUSE AND REFLECT

Keep in mind that future cash flows are assumed to occur at the end of the fime period during !
which they accrue. For example, if a cash flow of $100 occurs in time period 5, it is assumed fo |
occur at the end of fime period 5, which is also the beginning of fime period 6. In addition, cash ©

flows that occur in time t = 0 occur right now; that is, they are already in present dollars.

1

FINANCIAL MANAGEMENT IN PRACTICE

Reading a Stock Quote in the
ugall Street Fournal

Below is shown o section of the Wall Sireet Journal that gives
the quotes on July 8, 1999, for some of the stocks troded on
the New York Stock Exchange on that date.

The stocks listed below include some fomiliar companies,
such as General Electric (GE), General Mills, and General
Motors, that are listed in the Wall Sirest Journal on o daily
basis. To help us understand how o read the quotes, consider
Generol Electric:

* The 52 week high column shows that General Electric
stock reached a high of 1177/, ($117.44) during the

past year

* The 52 week fow column shows that General Eleciric sold
for alow of 69 ($69.00) during the past year

* The siock (GenElec) and sym (GE) columns give an abbre-
viated varsion of the corporation’s name and the ticker
symbol, respectively

* Div, the dividend column, gives the omount of dividend
that General Electric paid its common stockholders in the
last year; $1.40 per share

* Yid %(1.2) is the stock's dividend yield—the omount of the.
dividend divided by the day’s closing price ($1.40 +
$117.94)

* PE (41) gives the current market price (117'5/,, divided
by the firm's eamings per share

* The amount of Generol Electric stock fraded on July
8, 1999, is represented in the Vol 100s column, or
7,948,100 shares

+ General Electric stock traded ot a high price (Hi-118/,)
and a low price (Lo-114'/4) during the day

* The previous day's closing price is sublracted from the
closing price (Close) of 11715/, for July 8, 1999, for @
net change (Net Chg) of + 3

52 Weeky Yid Nt
Hi Lo Stock Sym Div % PE Vol 100s Hi Lo Closs. Chg
18y, 6 Genklec GE 140 12 a4 7948 N8y, Nay, 7w, + 3
0, 31%,  GenGrhProp GGP 196 56 20 79 3, 30, W, - .
20 7%, GenHouse GHW 032 14 38 83 19%, 197, 19, o
a7y, 16,  Genlinstr GIC 17910 46 A2, 43, - 2,
841/, 59,  GenMill Gis 220 27 24 5390 82y, 80w, 82y, + 14
&3, 30%  GenMolorH  GNH e 6160 &0, S8y, 59y, - 1y,
784, 38,  GenMolor GM 200 29 14 25 TV, 6%, 70 -




BACK TO THE FOUNDATIONS These in-text
inserts appear throughout the text to allow the stu- | T ——

dent to take time out and reflect upon the meaning |
of the material just presented. The use of these in- 3
serts, coupled with the use of the 10 axioms, keeps
the student focused on the interrelationships and
motivating factors behind the concepts.

have thought junk bonds were fundamentally different from other securifies, but ¢

fore nat, They are bonds with a great amount of risk, and therefore promise high
e returns. Thus, Axiom 1: The Risk-Return Trode-off—We Won't Toke on
nol Risk Unless We Expect to Be Compensated with Addifional Retumn. 5

NEW TO THIS EDITION!

FOUNDATIONS OF FINANCE, THIRD EDITION, HAS INCLUDED
SEVERAL OTHER LEARNING TOOLS

CONCEPT CHECK

1. What features of common stock indicate ownership in the
corporation versus preferred stock or bonds?

2. What are the two ways that a shareholder benefits from
ownership?

3. How does internal growth versus the infusion of new capi-
tal affect the original shareholders?

4. If a corporation decides to retain its earnings, when would
the value of the market price actually decrease?

5. What is the three-step process for common stock valua-

tion? Explain the difference in the equations for a single-

holding period and multiple-holding periods.

CONCEPT CHECKS At the end of most major
sections, concept checks highlight the key ideas just
presented and allow students to test their under-
standing of the material.

FINANCE AND THE MULTINATIONAL FIRM: FINANCIAL [
STATEMENTS AND INTERNATIONAL FINANCE ]

As of 1999, many countries had different guidelines for firms to use in preparing , FINANCE AND THE MULTlNAT|°NAL FIRM

financial statements. In other words, a dollar of earnings in the United Statesisnot | L : :

the same as DM 1.84 (deutsche [German] Marks) (the equivalent of a U.S. dollar EaCh Chapter CIOSCS Wlt‘h a section that dlSCUSSCS the
based on the exchange rate). The two countries simply have different gencrally 8 international aspects of the material presented in
accepted accounting principles. In fact, the differences in accounting practices are

$100 million in profits, but if U.S. standards are used that same company might
report a loss. Just imagine what this does for an investor trying to interpret financial
statements across different country boundaries.

[
significant enough that a firm reporting according to German standards could have that chapter. |
‘ |

|

Takin’ i to the Net
The rotes of return in Figure $-2

s b companyzeabed TAKIN’ IT TO THE NET This new feature is found

Abpuen sl Do in each chapter and directs students to related Web
eir home page, hitp:/ /www. A

ibbotson.com, to see what infor- § sites.

mation they provide on the

Internat.
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THE SUPPORT PACKAGE

Student Study Guide Written by the authors, the Study Guide contains several in-
novative features to help the student of Foundations of Finance. Each chapter begins
with an overview of the key points, which can serve both as a preview and quick sur-
vey of the chapter content, and as a review. There are problems (with detailed solu-
tions) and self-tests that can be used to aid in the preparation of outside assignments
and to study for examinations. The problems are keyed to the end-of-chapter prob-
lems in the text in order to provide direct and meaningful student aid. Muldple-
choice and true/false questions are also included to provide a self-test over the de-
scriptive chapter material.

Instructor’s Manual with Solutions The Instructor’s Manual, prepared by the au-
thors, contains these four key elements for each chapter:

1. A chapter orientation, which offers the instructor a simple statement of the authors’
intent for the chapter, and a useful point of departure for in-class lecture;

2. A chapter outline for easy reference to key issues;

3. Answers to all end-of-chapter questions in the test;

4. A second set of alternative problems with answers.

Test Bank The Test Bank, revised for this edition by Philip T. Thames of California
State University, Long Beach, provides more than 1,500 multiple-choice, rrue/falsc,
and short-answer questions with complete and detailed answers. There are approx-
imately 340 questions that are new to this edition of the Test Bank.




Prentice Hall Test Manager, Version 4.1 The Test Bank is designed for use with the
Prentice Hall Test Manager, a computerized package that allows instructors to cus-
tom design, save, and generate classroom tests. The test program (in Windows for-
mat) permits instructors to edit, add, or delete questions from the test bank; edit ex-
isting graphics and create new graphics; analyze test results; and organize a database
of tests and student results.

PowerPoint Presentation Over 50 slides per chapter of new lecture notes has been
prepared by Professor Anthony Byrd of the University of Central Florida. These
electronic slides allow the instructor to create full-color presentations coordinated
with Foundations of Finance, Third Edition. The PowerPoint slides are available from
the Prentice Hall Web site www.prenhall.com/keown.

Spreadsheet Templates and Solutions  In addition to the solutions being provided
in the Instructor’s Manual, we have also developed Spreadsheer Solutions for vir-
tually all of the end-of-chapter problems. These solutions have been prepared in
Excel. The user can change the assumptions in the problem and thereby generate
new solutions. (Available to download at www.prenhall.com/keown).

Color Transparencies Approximately 150 four-color acetates of the major figures
in the text are available.

NEW! Instructor’s Resource CD-ROM The Instructor’s Resource CD-ROM in-
cludes the computerized test bank, Instructor’s Manual, PowerPoint Presentations,
and Transparency Masters of all the figures and tables from the text. It is dual plat-
form for both PC and Macintosh.
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Print and Interactive Editions

THE WALL prepare your students
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You are preparing your students to be tomorrow’s business leaders. You want to ex-
pose them to the most pressing and timely business and economic issues they wili
face. The most respected and trusted daily source for business information is 7The

Wall Street Fournal.

To ensure that your students are sufficiently prepared, Prentice Hall has formed
strategic alliance with The Wall Street Fournal. Your students can receive a 10-week
subscription to both The Wall Street Fournal newspaper and The Wall Street Fournal
Interactive Edition for a small additional charge. And, as an adopting professor
you’ll receive a free subscription of both the print and interactive editions as
well as weekly subject-specific Wall Street Journal educators reviews.

With this alliance, not only will your students receive the benefit of The Wail Strvet
Journal newspaper which provides great stories that apply to your students’ studies
and new perspectives from business and financial leaders, but also the added benefit
of The Wall Street Journal Interactive Edition subscription!

As an Interactive Journal subscriber, you will receive:

* All the news from The Wall Street Journal — plus 24-hour-a-day updates.

* The ability to search for past Journal articles.

® Detailed Briefing Books that provide background, historical and financial infor-
mation, news articles and press releases on over 9,000 companies.

* Exclusive access to Barron’s On-line.

* Powerful personalization features, including on-line portfolios.

* In-depth coverage of technology and much more!

Interested? For more details, please contact your local Prentice Hall sales representative.




The Prentice Hall Finance Center Web Site and CD-ROM Located in the inside back
cover of this text and at www.prenhall.com/financecenter is the Prentice Hall Finance
Center. This robust learning tool contains the following features all designed to in-
crease student awareness of what finance professionals do, to ensure comprehension
and mastery of the financial mathematics contained in the text, and to supply a direct

TECHNOLOGY

link to myPHLIP—the Prentice Hall Learning on the Internet Partnership.

FINCOACH—The Financial Math Practice Center FinCoach contains an infinite
number of problems and self-tests in virtually all key math topics covered in financial
management. With FinCoach, students can save problems, review them, and even
print them. This step-by-step guide to solving corporate finance mathematics prob-
lems allows the student to rapidly gain mastery in all mathematical challenges.

Featuring one click access to all of the new re-
sources created by our award-winning team of
educators, myPHLIP provides a personalized
view of the great new resources available:

New

New

New

New

New

New

Welcome to myPHLIP

Your personal guide to the free on-line resources for your book

myPHUP pages—Your personal access
page unites all your myPHLIP texts.

Notes—Add personal notes to our re-
sources for personal reminders and
references.

Messages—Instructors can send
messages to individual students, or all
students linked to your course.

Student Resources—Add premium PHLIP resources for your students to
view and download (such as our PowerPoint slides, videos, and spread-
sheets).

Syllabus Tool—Improved new on-line syllabus tools help you add your own
personal syllabus to our site in minutes.

Business Headlines—Provide links to articles in today’s business news.

vii
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New Search—Search all PHLIP resources for relevant articles and exercises.

New Instructor Manual—myPHLIP Instructor Manual provides tips and sugges-
tions from our PHLIP faculty for integrating PHLIP resources into vour

course.

Combined with the resources you have trusted throughout the years to provide yvou
with the best business resources available:

¢ In the News—New current events articles are added throughout the year. Fach
article is summarized by our teams of expert professors and fully supported by
exercises, activities, and instructor materials.

v On-line Study Guide—Results from the automatically graded questions for
every chapter provide immediate fecdback for students that can be e-mailed to

the instructor.

v Research Area—Your own personal resource library includes tutorials, descrip-
tive links to virtual libraries, and a wealth of search engines and resources.

FOR THE PROFESSOR

Teaching Resources include resources contributed
by professors throughout the world, including
teaching tips, techniques, academic papers, sam-
ple syllabi, and Talk to the Team, a moderated
faculty chat room.

On-line faculty support including downloadable
supplements, additional cases, articles, links, and
suggested answers to Current Events Activities.
What's New gives you one click access to all
newly posted PHLIP resources.

Internet Resources provide discipline-specific
sites, including preview information that allows
you to review site information before you view
the site, ensuring you visit the best available busi-
ness resources found by our learning community.

FOR THE STUDENT

Talk to the Tutor Virtual office hours allow students
to post questions from any supported discipline
and receive responses from the dedicated
PHLIP/CW faculty team.

Wrifing Resource Center On-line writing center
provides links to on-line directories, thesauruses,
writing tutors, style and grammar guides, and
additional tools.

Career Center Helps access career information,
view sample resumes, even apply for jobs on-line.
Study Tips An area for students to learn to develop
better study skills.




TECHNOLOGY...

TOTAL SOLUTIONS

WebCT

Now you have the freedom to personalize your own
on-line course materials! Prentce Hall Business
Publishing provides the content and support you
need to create and manage your own on-line course
materials in WebCT. With quality materials and the
best support package available, we make it easy for
you to use WebCT% course management tools.
WebCT is a Course Management System with ro-
bust course management

o Tests and Quizzes created for each chapter give
instructors hundreds of questions to select and
customize for every chapter.

Instructional Design:

 Readiness Assessment Quizzes allow students to
pre-test their understanding of chapter material.

* Discussion Questions are built into the lectures

to encourage interper-

tools, including page EEEEEESSENS
i i |

tracking, progress track-

sonal relationships by
asking students to

ing, class and student
management, grade book, e
communication, calen-
dar, reporting tools, and
more.

follvang graph o 2 5y
freach more censr the v

The Foundations of
Finance, Third Edition
On-line Course pro-
vides: -

Customizable Content:
Use Prentice Hall mate-
rials created by professors for professors and their
students.

Our development team:

* Checks course material and tests for accuracy;

* Clears permissions for content and images;

» Edits material for consistency with the supported
title.

Some examples of content created for each course

include:

* Lecture Notes containing additional exercises,
discussion questions, lecture notes, and graphics
created to reinforce concepts in the book.

st <}

discuss questions in the
conference or chat
- rooms.

oy ook iots by * In-Line Exercises, built
into the lecture materi-

als, serve as pedagogical

speedbumps, requiring

students to stop and

make sure they under

i stand the material.

Support: Prentice Hall Business Publishing provides
the best support package available for a WebCT

course.

* Business Publishing print instructor manual

* Course-specific on-line instructor manual

* Course-specific on-line student manual

* Gold Level Technical Support hotline

* Technology Enhanced Teaching course created by
our WebCT team of professors and instructional
designers, this course provides a background of
instructional design and teaching tips for teaching
an on-line course
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BLACKBOARD

Easy to use, Blackboard’s simple templates and tools
make it easy to create, manage, and use on-line course
materials.

Course Management Tools Include progress track-
ing, class and student management, grade book,
communication, assignments, and reporting tools.

Communication Tools Blackboard offers
Communication Tools such as the Virtual
Classroom (chat rooms, whiteboard, slides), docu-
ment sharing, and bulletin boards.

Testing Testing programs include the ability for the
Instructor to create on-line quizzes and tests, and
automatically grade and track results.

* Design Tools

* Blackboard’s design tools and pre-set designs help
you customize your course.

Content Prentice Hall content is available for each
course, including additional course material, exer-
cises, and tests.

Service

* On-line Instructor and Student
Manuals

¢ Downloadable Instructor and
Student Manuals

* On-line Tutorials

¢ CD Tutorals

* On-site Training

It is worth reviewing the holding period mformation for McDonald's and the S&P

500 here with the following figure
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