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- nonssumsdaridunu (Financial Resources)
- nonssuadnu == msdadss (Allocating Funds)
aonuludunswdkyuidsu ua:dunswdlisyuidsu

- nonssuaidiuvau

Accounting & Finance

Owhkneikiouiu fio ouaasdoyalusUvodidu
**donuassoatiu**

Omsutryd (Accounting) wiu msiauadoyanmomsisumduus:lusi
ua:godoldurigldoumsidu ( §5amsnomisidu 151909)

Omisi3u (Finance) 1iiu msdaduloinganuidufo:iiadulusuina
lagorsisdoyanmomsiydus:noumsdadulo
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Oaonuimils ozaonuludunswdmosirils o:kuSuoinusasidunula
OStep 1 1Suusniiomso:daKidunus:e:819 (aaranu)
OStep 2 Samukasidunus:e:dusdatdunukyuiisu (aaratsu)

OStep 3 31As1:5MYMISISU INOANVIGIUEMOMISISULlazHaNS
didiunuzarssno

(1a1013U (Money Market) carafmuthifosiasannsnd
szy:du KSalluukasduns:y:au

galanu (Capital Market) aalafinisgovokannswd
s:y:919 ldun Kunu Kui KSaWusUas
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O#fe milsgoga (Maximize profit)

OodroondhkneyoaonsusKIsNIsISu
Ologausgmdhsmemomsiduliwiuinlsgoga iovon
1. misdaowkmelidauds

2. milsilwthsneililasdedosivodsumumarsa

3. rls lilasdedododudiudu q 1unsmdsomomsidu

misihsusnozkimlsgoga

Lilgzonisidoonis 1Ws1:?

Project A Project B
fls 200 3w mls 300 3w

% o - o " - .
- MmAostnnmlsgoga dooidon Project B

- fudon Project B o100:ihlugmisdadulondawarala

 Golu 151d29oMoIsTUIvINAUWIIEIWRas[UGIs Tasan
milswWssuiisuniunmisasnu 1
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Owuadnu

Ogwuduku

Opal

Project A Project B
asnu 2,000 awu 8,000 aw
mls 200 3w 300 3w

dadou 200/2,000 = 10% 300/8,000 = 3.75%

asy Project A @n31 avnu 100 vin rirls 10 vin

**mlsgogavunniunseuiiosnga(ldisuasnulion)** 12
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EPS = mlS’/ s1usuiu

ms3Samlsdaiu

rioulAuNU
O mls 100,000 uin
O dwoufu 10,000 HAu
O milsdaku 100,000/10,000
O EPS = 10 uin deRu

EX. usénidKuailry srwusu 10,000 Ru idrials 100,000 uan gdamisnomsidu
doomisliusinimlsiiudu SoeonKutwu 10,000 Ku usEniimlsuiudu 60,000

KAIAUNU
160,000 uin
20000 A&u
160,000/20,000

EPS = 8 uwn doKu

13

3. insuwanils fu a)

EX. vmwon Ssu 3 Uou
e v. 1Ssu 6 Uou

wWhsnelasudsynyusiouiiu

Us:ansmn (Efficency) = wamls vs aowwsew (19a1)
(wamlsnnasunsnswlios = Us:dnsnmwuin)

Us:dnswa ( Effective) = wanls vs ke

iisuauwe18I(1oal)
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N

wousula

3. 1va1 (Timing) voomslasunacauunuirankurzaw Y

. milsgogavunnunwensinliosinga

asnlamlsgoldnouwemsiiosdosmiiofio aowidss (Risk)
aswidgoniiaonmisUs:naussiio (Business Risk ) aowndsoi

wandulRsimaaragosRuarinygoda

** fii 3 Us:idu o:8endn InwbofAvgoga (wealth Max]'r{niz‘tion )

waniiaonnwboAY (High Risk , High Return)

e ]
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dadasswdunu

daduloluulaune
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Imaéoh _ . l__ :
dadsuidwadd
(vugadiuzan)
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Allocating Funds
vkt

Current Assets

Non - Current

Assets

18
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AOUMSIBUINONISIIVIWULAZADUAL
N19NISIOU

B.iounalknonisianiwnao
ua=gaowaiwisalunisrinils

'“s‘"u.n? C.msdamsigoiumsidunnndos
saasningonu iwomisdagulodituoiuvaonoms
misdadulolu D.dulunonssudaridunu
1Sa9la daassounu ua:nsainauoiu
yoONOMS

A. nomisomlsgoaa

B. wilauUoUulno1uvAgvga
- z - C. nomsuawidgadiaa
JoalQnod _ e Tas
3 D. Aomsua:wiaiulasuwacauunu
LWUTKUINTY 3030
nmsivu
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A.210UWULAzAUAUNIVNISIDU

B.31A$1:5N19N1S1I0U 9QKIIDUNU 1a=v0dss
lounu

= C.dazuloidovaniwadoaounazadiuaivisniu
dalansounau

g - msmmls

KUulnygavunnis ) L
- = D.W8INSIOUNISIDUAOKUNINDIASEUDAK
IJDUﬂSUtIOUU'm LKAV IdUNUNIKUI=aU

nda
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ASIHENIVNISIDU WeINSHU

La=dQKIdUNU
. A1aMSnRUNU 9aK1Idunu
dolailu La:daassiunu
ulsvisno C. dardunu daassidunu
nisiou llaznsonguduna

D. A2 WIAYY anIWAdaow
nazaouawisnlunmsrivils
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° STUUNMYNISIVU
° MSIIASITKSIUUNIYNISIOU
° ggai1anisivu

o« aMUUNYMISIdU
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s:uumsiou 1Wus:uudodunuldindsudreoininiddunudoutiull
gownuiaunau uazdaomsldounu

O1dus:=uunduseniuazaoniunmislou k3o

OwasuiiovaoaunSWwdn1onisIdudINKUBIASUgNoKUv[UFonKLUDE
IASYgNOKUY ua:

Oaunswamomsiouduaiod=aanlasklionssio amuumsiou K3asgula
nodtdunisdaassidunuoinkuseiasygnoninuaalugokusoiasugno
nul0oa

OnoalRifaus:lustvaoreaulusUvavaaniboua:iduduna

Oinads:lestideunaonunoludssinauazchous:ing
migdsullislumsaonulasisuazazaon

Oinaus:lustderusing iwsiaaraiduozdunuinmodaudu
Ioowonaniumsducog o:lEAduaUEouINduRUSINAR
ASuRUUINelEeRoTasI5IUMSEISOEWNGTU
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» [asoasios:uumomsidudaidus:vukioniimsiisodoonukary
KU2BIAISUSNO 13U MAUSEIBU MASSNO NataIANSTDVSE SOl
aowdsnduimasgozdoodamslasvasiovoss:uumomsidulkil
Us:d@ndmw dous:nouludou:

* ANdoomslidu (savers)
® yGoonMsnEu (borrowers)
® (1S1a1SN1VNMISOU financial assets)

® ja1an1vNISuU (financial markets)
e amUumsiuludaladu (financial intermediaries)

+ aaraasiaski k8o aarakui (Debt Market)
* daraasiaisnu kS aarakuainy (Equity Market)
* aaraasi@isaynus KSo aaradovizdsokih (Derivative Market)

- aaraUsassatduasi K§o aaradasimanasu (Foreign Exchange
Market)

mislkai3guvooidununivdou (Indirect finance)

* nstusumsiduns:iruamouimkiimdudonaonomsisu
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Ouaulwayovs:uUMSIOU Wuoldn3109 2 Us:inn:

Ocaramsiduuans:uu (unorganised financial market):
Wuukavdadonmomsiduninadulaslildeglunisminuquave
nMoms aduteocnuadusdurosannioadoukdoanI
iAsughiolda:noonu

Oaaramsidulus:uu (organised financial market):
WJuuraodadonomsidulasmiuanitudonaly orikin

Os:=auRuosunRinusaulagoonaunswaNIoMsIdUEIVY AT
wadouunuldunsgolo

Oususeauns:aunladaassdellungaonuidoomsidisulusuves
ms?ﬁéwﬁouquchoq ToaamUym515ulﬁehtjuﬁo:lds“uwauouunu
onmsiEaudaluslyavaanilolaz:Aiusms
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OnIsns:01922 LAY (risk sharing)
Oaninnaav (Liquidity) :
Odroansuazdaya (Information) -

Omsns:018aude:

* szuunmoMsiSuansndoslumsns:0rwanuidsovo
= ] e o
Roouua:Anlaael:
* stuumomsidudrslifosuuagiiawisniiodunswiua:

kddumomsiSukargqsialudandesnuld
(portfolio of asset)

® 13U AruoorINIBUNSUIMS foWusUasSgula uazdoiulucala
kannSwg lugooloandeonu
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Oamnnaav;

anwawsnvaddunswdno:awwsnwiasuwduduio:=luan
Wudumua:usmsla gosuuosaniwadeassndu
waus:lostizoodunswiniomisidu

OdotiuFunsndlandanimadaaouin uwdasrFunswddusreno:

- ¥ = o
uwdasiludunswdduuazidsodomsmanuliosiga
O1u msnatufioRuyooustn (FunKdakunu) doudaninaaoo
gondimsiionsavinsovdnsiulsooiu

dodu Funswamomsiduluszuuiasugnolaun gunu Bgun Unysd
9oUNSWE IKaWUgaulaniInAaaouINnodl Sn 1AS99INS la=Nau

Omshaunswadamwaadavius:lasidorussiasugnono-usudoli
nudelomamsaonulkiuazikamsounlumasfala
Oo100:na1olasicarapuua:anmtuniomsiduuanoInd=oKiINN

a5193uNSWEN1ONSIIULED JodKtNNIdonsEouiunianinaao
TBuAaunNsSWaNoNISISU3nAane
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Ouvroasuazdoya:

[ = - [y —— - - N
Ouamoosauaoqquuua:uaqamsmnms:uno:losuuaclauunu
2INFuUNSWINMONMISIDU

OrihkinNsousoudoasdoyadonad souiols:addoudouoon
AU a:anuruzuoomsaonunrwNduliaoiuaulo KInw1asuUNY
mMsioundo mssousouioansarodululaduin uazeroneliina
dunumisuaniuasu (transaction cost)

Oaaraisusganvazasnlunmslounsaasuiiovosdunswinio
msiSuonkusuiAsusiiokiolUdokuousisusiodnKusuKds

O&unswdmomsiduliuoroo:eanlaskiusussiio amlumsisu
KSasSguia

Owialumsdaassisunuoinkususisugiontiuqalugkuos
1AisugiioNv10qa

Oaalamomsidutiuds:naudos cdalavuuazaaianu
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[AsyaswnannNIsiau

ABIANITLIU

I
I T T 1
‘ naAEy I ' AAIANU | ' AanEuaIIAtUIzna | ' AAIRBUNUS
|
i 1
I ey | I &
AmAuANNING ARAATIAITUL ‘ "

UFLUNNVDINAIONITEIU

' AANONITIU
* galadu [Tm']l .
' | Y

* galanu

unashiimes:oniunuuazmsdonss cundsiidnmszauiunumacmedanss
unusso: fuvitoiunuiiiiszuzoanasy Gunuszushunatouasuze1mde
smualsinouliidiu 1 Gunuiitissuzainsuimusldaeuiu
su nsdinduin? nsfiaduszsdu v 1 dly
FINsM uatasI@In STt o wustas Sud SuuSuang su
v LR ¢ .
iy

16

L@NE15UsENBUNTHIU @ N15LdUEINA Business Finance 2-8



Odolasumsasnuua:mswaa iialkingsiovraonuluds:ing

Odoasumsuslna aansalkfusinaiduisuidomsusinala
Odaiasumsmnomslunaznisuanys:ing

. o 3 - L3 2 Tl B -l : J
OdorsmlRisisughovsnadouazdsalRiinisdrvoumudu 1dav01n
msaonuua:imsusinaveoqusinaiivuindu

17

fAaan nnuiiunu'm«uacnﬂstﬂuunﬁqsznuv!uuaznﬂuﬁam:aen‘naan

TasUusndendanans Jauandrsnunainidu nailde...

-
fnannlau

, a o

s 29ANIgINaIN
ULruadiau % -
maqn‘ntuuw}u

AaAnu

Ruamu p - ol
DIANIGININ

v

UMAINY

ADINTIIUNY

»

Wuluna/dils

- 18

 sanewdrwudodous ossibes
WY The Stach Exchange of Thallend
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Oaaranimsndudunulus:s:du
Oamudndozliiusdod

Ouanonidodusudnaromsdovrsaunswdniomsiduiii
a1ymslinaus:u:du

Odamwadavgouaziinowdsolios

Oda15unady (treasury bills)

Oauidaluaaradodiu (repurchase agreements)
Ouidus:kIwamiiunisidu (interbank loans)

Owudinds:grinamdusurdinidu (saving or fixed
deposits)
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¢ [Juaa1anAIBAKSoRNaINUTIIUNUS:EE1D

¢ [aguanwasunuaunswamomsiducuivaiksoniioldua

* dolu aaranudotducaranimss:auiduoous:u:e1ouazlkaulde
stgzgrodoudkloUduly laun 1SudInUs:S Bun Ruaiuny
lazWusUasnogavsgulalazionsu a1ouuodaladutdanalu
llazca1aKannNSwe

o aaranundanyluds:inalne [dun caraxkdannswd caraasiaiski
daradasiasoywus 1Wdudu

OKuailiny (common stocks)
K

OHRuniansu (corporate bonds)

OWusUasSgura (government bonds)
OWusUasSgd>asno (state-enterprise bonds)
Omnuowadnu (unit trust)
Oauidonanogosivdouunna

Oawdanomsusihauazauidatiomswitiisd
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Orwdudaonlkasriiugasidunumodon

Oludonawmomsidundinylus:uuifisusno

Oandrangvasanmitumsidu:
Odowaadununisuanidasu (transaction costs)

Odrgivannadaslkmsidagundasaunswdnionisisu
(liquidity) uazaanwided (risk sharing)

Odrwaalyminnwliaunasmodoya (asymmetric information)

OanmuUudunIn (Depository Institutions):
OsumswInisd
Osumsaimsadinsii
Osumsinomsinuasuazasnsni
Osumsooudu

Oannsnioaunswe




OamUutsusoulusUvasdymn
(Contractual Savings Institutions):

OusénUs:iudda
OusénUs:iudnany
Onoonud1sadtionisiagodn
Onaonuuiikiouinngdisrisms

Odonawidonisadnu (Investment
Intermediaries):

Ousénidunu
OusenkannSwédanisnaonusou

OusuenkannsSwa
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Analysis of financial statements

YUMISISU AJNKUIBLAIANANTY
Uszinngoorsiasiknmomsidu (Alddoyaniomisiu)

Us:lozizooms3iiasizinomsisu )

mMs31As1:KN1YMISIdU

«  ms3asiRuusliv I ,\/\/

PODNPR

(Trend Analysis)

°  MSs3IAs1:KIUIaSIU
(Common Size Analysis)

s ms3ias1Kdas1Idoun1onmsidu

(Financial Ratio Analysis) W
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Omsdadulomomsiugesshsmsisuiiinadoisgmsniluannaa
goonoms

Oldnmsidudooiiindaviiontldlunisdnsizianimniomsiduua:
wamsduiunuoindoyansluadaua:doaltu

wadrslRusmsansnmamsninoudoonmsnomsisu

MS2MVUNU uaznsuguIKgmsnino:iiadulusuina

si1woudayanwmsiduiiaziouaniwgasions

ldun (1) s1uzmomsidu ua: (2) wamisdndusnugadioms

lEukuiomamsdadulonionmisiduludaodariisirum

T r_wnssumluuow (Op.eratmg. a.c-tmtles)
. nonsswvaonu (Investing activities)
Core activities nonssudamidunu (Financing activities)
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Income
Statement

sumilszranu

Cash Flow
Statement

duns:udouaa

Balance
Sheet

uudaavgiuzmsiou
(vuqa)

aunswiruuidsu
(Current assets)

dunswdlikyuissu
(Non-Current assets)

.

Kildus:a:du
(Short-term debts)

kidus:u:ze1d
(Long-term debts)

nuiSauu
(Share capital)

milsazau
(Retained earnings)

dougavidvov (RhaKu)
(Owner’'s Equity)

o )

Use oFFunds

uaaomsldisunu
ionaliiiagunsws

Source ;f Funds

uaooukasiUWoISUNY
iioaonuluzunsng
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Junialsvaanu

s1 a-{c‘i + goAV184gNs

+ snel@du
== SHOP === - sousnela

aunswe

Fi'ﬂij' al3) — Anlgg1eiunisvie
_ rinlsVusiu
o_ - Fhlﬁiqumm
s — poniUegy
- N899
nlsgns

— funuvag JUIAAIFIUNISNU(IURA)

ntiau

douveutjfierfu

ﬁ:U§IﬂS fikthASuFAasaumsduiiuonu
goonomsikiduluagoius:ansninua:
Us:dnSwa

wWhkmelumsdinsizifo

1. tAoMISOVUNULAZAIUANMSANTUIIU
2. 1W9aanIABIYDIESTID

unnamselunoms
Internal Users

lna15UsENaUNNSHIY @ N1518USINA Business Finance



[ =

Faonulugiuzidrgoonoms Investor

v L]
[ =

RaonuluRuairyidgiuziduidrvasinonms

wWhkmelumsdinsizifio

oo IsnuIdBoiiinans:nudo

wunuyavau

2. WWoWo1sndwaaauunuio:lasuduiu
aowdsonsolu

uanameuannoms 3. armlknsivionowawnsnlunisi

External Users lsfoludoatuuazlusurnaaasaou

lafigsnawgaomisninils

=

O flkauidonsaidkil Creditor
wWhksnelums3iasizi

ioRoIsIINBvanIwAdoduazgIuzmsiSuzosiomsiiduankiis
o:daowamnsnlumsdis:sildnurisuansoli

O gaoulyd Auditor
wWhsnelums3diasizi

uloSusadoumsidugasiomsimdu siiinowgndosuazduly
cwkanmsUnydndoufuanulasnisly

uAnanmeuanNnoms O Sgurauazngudu q Government and others
External Users wWhsnslumsdiasizi

(o) INoas20dounIWnNdodUazQaMWTaYgsiotu
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O 1Wundosiionaunsaslumsidoniasnussu(finvidaonusou)

O 10undasiionsnsnisiuzmsisulusunncvadiionis
O 10unsaviiodlioduvoomsusmisnuksastodadymicho 9

O 10unsdaviious:iiunanisusK1s9ugaIRIBUS KIS

« ms3asiziuusliiv
(Trend Analysis)

¢ ms3asitkuuddo/uusds
(Common Size Analysis)

* MIS3AS1:KE3as1doUNIdINISIdU
(Financial Ratio Analysis)
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« ms3iasizdoyadoud 2 Favvarduld lasuacomswasuudas (ivdu/
aaav) lususosazijoilssuiisunulgiu

« Goliu Womssusnulssuliisuoumsiulukarwgaoioal oxmlikikuiio
uusliiv (Trend) voosrwmisiug KSadasimsiosayidula (Growth rate)
vavgsnold

- " Amount of change*
dasimswasuuday _ g X 100

(%) B Base year amount

Amount of change = [Current year amount - Base year amount]

..................................

Amount 2010 | Amount 20095 Amount Change | Percent Change

[epeppnp———

? ?

Y

Operating income 58,449 $8,231
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doag1ooumsidu
usSsGn aala s1na (U 25x1 - 25x2)

/

usln aala d1a
surilsyanudssuiiisu

Us:d1l duqadun 31 susiap 25x1 - 25x2

Amount of
_25X1 _25X2 change %Change
Ny 375,120 450,000
dunume (184,600) (175,200)
flsdudu 190,520 274,800
silFswlunisusiis (45,200) (35,100)
mildswlumsvy (103,970) (95,420)
flsiouaonmisuazmi 41,350 144,280
aanily (980) (1,200)
mlsnoumd 40370 143,080
ma (12,111) (42,924)
rlsans 28,259 100,156
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uslUn aala $1Aa
JUNAGVGIUENISISU

v 5un 31 susiaw 25x1 - 25x2

Aunswa
udaa

2
annku
Fumnolkas
dunswdniosans

52U

Amount
25x1 25x2 of change @ %Change
21400 93.00
1,210.00 1,560.00
2,100.00 2,890.00
2,220.00 2,340.00
5,744.00 6,883.00
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duldavgiuzmsidu (ds)

x —
KUduuazdouzandya

15klnisai
do13usre
Mlddwsocy
a
KUJus:eze12
KRualny
flsazau

50U

Amount
25x1 25x2 of change @ %Change
1,130.00 1,570.00
500.00 650.00
650.00 860.00
500.00 800.00
200.00 200.00
2764.00 2,803.00
574400 6,883.00
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* MS3IAS1ERANUAUNUSYDISI1I8NISHIVY
mduavdus:znoulusumsiduideoiu lu

sUuuu % iisuiusismsilaidugiu 36n1sfudiu
« Us:lvgidnsuldlumsivssuiisu yassiwms,
s1wmsiluesfiUs:noudedgiu:msiSu | yagswemsaladug X 100

ua:wamsandusiuzesiomsluvaa
Urydco q dadaniu casqoums
wWssuiisuiuslodsaaaiknssy

) dunswédsou
ulidadgiuzmsiou ‘ Total Assets

sunilszianu

- uKsSasiulasou

Sales/Revenue
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usln aala sia
JULLAQIGIUENISIU

u 5un 31 susaw 25x1 - 25x2

25x1 % 25x2 %
dunswi
Suaa 214.00 93.00
anki 1,210.00 1,560.00
Jumaolkas 2,100.00 2,890.00
Aunswdn1osans 2,220.00 2,340.00
sou 5,744.00 100.00 6,883.00 100.00
Wwuaavguzmisiiu (da)

25x1 % 25x2 %
kiduuazdouvaadwa
151KUNsi 1,130.00 1,570.00
da13usy 500.00 650.00
flddwemose 650.00 860.00
KUAuszuzend 500.00 800.00
Kuany 200.00 200.00
mlsazan 2,764.00 2,803.00
sal 5,744.00 100.00 6,883.00
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ustn aala dwia
surilszranuidssuiisu
Uszg1l dudadun 31 suoiau 25x1 - 25x2

_25X1 % _25X2 %

e 375120 © 10000 = 450000 100.00
dunuzs (1846000 (1752000
flstudiu 190,520

mldgwlunisusmis (45,200) (35,100)
slggelumisme (1039700 (954200
mlsisuaoniivuazmi 41350 | 144280 &
aomidy (980) (12000
rlsiouma 40370 143080
md (12111) | (42924
rlsans 28259 | 100156 =
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« msthswmsdg ludsvuaasgruzmsidunazoumlsyanu
nsusumIdasidous:k31oiu wadwsnla 13endn
dasrdounmonisidu

« Sasrdoumomisidu Wuinsevious:innkidvamikainisn
Usalugruznomsidunazaswawnsnlumsmmlsgoo
ssiolddnsdolagdoyadunuaaslsluoumsidu

mikawisninsizioumsidulaus:lesivindu

O muszruKiIdasidasuudazus:=wnn

O udannukmesinsiuowla

O wssuiiisuiushtaagoaaiknssy
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1. wWssuiisudasidouiSoviduonuvavionmisludas
govtoaidonu 1wu wWisuiisudooluivoda Ko
wWssuiisudoaUunvaunaaimanzull

2. wWssuiiguiionmsvavisiiuiomsduniidanuuzadenio
nuua:egluaaaiknssuideoiiu tu 1aNduanu

1. dasrdoudiasizkaninnaas
(Liquidity Ratios Analysis)

2. Sasrdaudiasrianuawnsalumsnimls
(Profitability Ratios Analysis)

3. dasrdaudiasrizkus:ansnmnlunisandiuoiu
(Efficiency Ratios Analysis)

4. dasrdaudiasriziulsviznmomsisu

(Leverage Ratio Analysis)
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dasrdoudinasizRannaadodiiisings ke gsiolaniwadoonomsidugs
gaswawrsnlumslumsdis:kis:o:du (sddusyussu) laa

O shitldonmssiiustu

a 185aammndos (go,ch)
sigounna 1 ENNEEGEES)
saduiu 1 idntios  amwadoodh
sliosnsd 1 amwadaodh

.

aowawnsndis:kis:e:du (16, Iild) )

iinowawnsnlumsdis:kiisza:dulda

iinowawnsnlumsdis:niisza:Julalia

lidaswawnsnlumsdis:kiis:a:4u

o

1) sasrdouaminadav (Current Ratio)
gasmssuo
[ 5un§néuqun5auJ (i)

P -
KUduKyuldsu

lB5anwansnlumsdis:kiis:o:dudow
dunSwds:e:=du

2) dasrdouanmimnadadruuisd (Quick Ratio)

gasnmssiuowu

[ﬁuanﬂ\'waor!us:a:ﬁuﬂ;nnﬁms;‘h} (irin)

kliFusyussu

l55an0wansnlumsdis=kiis:o:dudore
aunswdsyuidsunawisnudsamwiduisu
aalus:gzoardulna
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5asailsfudu (Gross Profit Margin) | © 1W0udasidoudlslumssinsizianiwaunsalu

. L msrimlsgaonoms
2. daswymlsoanmisduiiuoiu

(Operating Profit Margin) - fiomsiiimlsgo ozuaavfionowawnsn
lumsdis:kiunidki uazaauunudofidu
151909 151Kistuze100:M oA WAISD
4. 3asiWadauLNUOINFUNSWE lumsdiszkil no3uduuazaaniis

(Return on Assets KSa ROA)

3. daswilsans (Net Profit Margin)

.« dasadouil AdolESanouasnlunisusiKis
dasiwacauLNUAadIuyaIIYDY voo/8USKISGOY
(Return on Equity KSa ROE)

. s

o

- ° = - -
« dasimlisguau Wuslssuiiau

1) daswilsdudu (Gross Profit Margin)
« wamlsduduoinmisvie 1isulusosa: (%)
vo9519ld KSo voavw

gasmissinustu e _ .
. o 1JumsdlsiRuiiovs:ansmwlumskimls
S ‘ o b3 J J L2 J B 0
misdudu x 100 (%) dudiu godunlsnauknsilssrelumsue
s101a Ko v1wans ua:uskis dunumomsiduna:mdidula

« Sasidouilinosgo ws1zkBiiodnomsii
Uszansmwlumsmimisduduidarisuiu
swlad KSawoavizanslaa

lna15UsENaUNNSHIY @ N1518USINA Business Finance 3-18



2) saswmlsoinmsaiiuoiu
(Operating Profit Margin)
gasmisfiuowu

mlsomnmsduduou | x 100 (%)

swld kSo nwgns

«  Sasmilsoinmsduiiuniu 1Wudasidouiuaasiiiiu
Uszansmmnlumskimls

+  Tasmswssuiisumlsoinmsduiusiuiiusisld Ko
gaauwdns

« uaaoUs:ansmmulumsmimissasonin
sitFsrelumsanduauudo

+ 30s1douiingso:go INSITKNBED
Us:ansmmnlumskimisoinmisduduoiu
laa

« udimdasidoudichuaasiiv Us:ansmmn
Tumskimlsd AiomsoroUszaudymiii
smilgsrwlumsduduanugs Soassusuaa
mlddrediog av

3) dasiiilsans (Net Profit Margin)

gasmissuonu

milsans x 100 (%)

swla KSe vwans

+  Saswiilsans 1WudasidouiiuaaslfiRuds:ansmnlu
mskmls

+  losmswssuiisumlsansiusisla Kso voamueans

+ Sasidouidozuaasliiiusissiouskisou
dUszansmmwiisola

+ @wnsndudusnuliussaihkmelamissla

+ suaavdiasludasidoulinosozgo s
ko Uszansnwlumsmimlsanside
Insuiiusiglanse soavizanslaa

+  KINfudaYddIaTd KNFHY
nomsliduszansnwlumskirlsans
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4) dasimacaulinudINFUNSWE
(Return on Assets KSa ROA)

Jasmissudwu

[ mlsans ]x 100 (%)

FunsSwisou

« wWudasraoundious:ansmnyasiomsiu
msthaunswalasnulkinawacdauunu

+ Taswumiuaaodomamlsinonmiskilaoin

Funswaiokuanusenlslumsdudums

5) daswacaulnudadougavidyay
(Return on Equity kS ROE)

gasmissiuow

[ mlsans Jx 100 (%)

dougooriioKu

« wWudasraosuilslumsiinsizkiioda
WataULINUNdAIUYDIIHNOKU

+ a:naulkiRuiionowawisnlunisusKisolu
iolkinanacauunuuniiokuniduio1za
noms
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- ms3asiRidalinswaniomslaimsihdunswdnokuaniomsiiogiogunswd
kyuidsunazaunswdlikyuidsu nilslumsdudusiuldedwidus:ansmwuinlios
wsola

- sasrdaunldlumssiusnudunmiskinoiuduiuss:kiw srwldsdasoavisnu
dunswdudazUs:zinn

r

Wnomsawisnldaunswdiiiogodoiius:ansnmn Sasrdoulio=go uaaviv
unswdnnomsidagratiuliinasislandosvaavizlauin

a D

| L J J (J b 4 g -0 — Bl B — | 2 'J
- udmdasrdsunsiusrulach uaaviiv Aomslaidnisldus:lvsiluiunswdnaonuld
dudolifiush Kaiimsasnuludunswauininuld

1. Sasymskyuidguankimsm
(Account Receivable Turnover)

5. dasrasuruyul3gudumnondikas
(Inventory Turnover)

2. s:gzpalumsiiukid 6. stu:0awWIBFUMIDAY
(Account Receivable Turnover) . (Average Sale (Inventory) Period ).

7. s:szpailumskyuidsuzodiduda
(Cash Cycle)

8. dasrdouryuidzuyaddunswanios
(Fixed Asset Turnover Ratio)

|
|
|
|
|
|
|
|
|
|
|
1

3. sasrasukyuidguoikimsi
(Account Payable Turnover)

4. s:gzpalumsis:kiilods
(Average Payment Period)

9. dasidouryul3guzoddunSwisou
(Total Assets Turnover)
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1) sasrdausyuidsuankiimssin
Account Receivable Turnover
gasmssitustu

v19ans (a$> k3o soudall)

2 e 4
anuumsaindlaa’y

« ls5anaowansalumsiSsniiusinionmsm
laasasiasuiiozusdiosiusunsy (lasiads)
Tusauutrydnusénlaissniivisuoinankil

msmlasnsly

« KINM3as1aouiiagy o:uaaviiondui

Uszansnnlumsudsansiimsauduisuaa

2) szgzvarlumsiiuki

(Account Receivable Turnover)

gasmissiuomu
r N oL .

365 (3u/nsSo)

dasymskyuiSsuzoognki
J

r 3
365 (5u/aso)

- P A |
9gns / ankiaay

o WB5annuawsolumsiSsniiukiinig
msmisuidsonu Account Receivable
Turnover

nadasiaosudozusdiio swusudu
lusauutydnnomslaiSsniiuisuon
ankiinism
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° :')'cmo'lummsn'lumszhs:uﬁmamsm

3) dasrasukyuidsulokiimism

- - - o =
+ lagdasrasuiiozusdiiodsiuounss

Account Payable Turnover (lasiads) lusaudinydiiomsdiszidu
lKiorsimsm
gasmsmudni + laansly mnmsasiasuiigo ozuaasiio
dunumng (nSo KSa saudal) A2wiiUs:ansnnlunmsusmisiSutNodis:
iadimsddolods KUIKUNMSM

« Saanwawsolumsdriszkiiniomsi

4) szgzpalumsdis:kiilads _ . . _ o
« SasrasuiiozusFiodiusudulusaudinydi

(Average Payment Period ) _ . e . .
nomsowzns:uﬁ'lulomumsm

gasmissiuomu
@ 365 N (5u /a)

SasimskyuISsuYodINKil

KSo
P

J L

365 (5u /0$5)

~ A X
aunuyy / WKulaas
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5) dasrdsukyuidgudumnonoiKio
Inventory Turnover
gasmssitudstu

-~ = - -
dunuae (AS> KSo saudal)

™ . 4
dumavikaalaay

+ lsdadasimsksyuidguvasdumaoikio

« alknsiuiivnoiunaavdogosiions
nawsnssnadumlaiSodesia

+ Mdasrasuliimdogodouansnaunvod
fomsawnsnnslaiso

o uaaoiiv Us:ansmiwlunisusKisoudg
yavonoms

6) stazdaBFUMI0AY

(Average Sale (Inventory) Period )

gasnissuou ~
365 ( 5u/nso)
SASINSKUUIIBUIUMAIIKAD
AN J
K39
e N N =
365 ( 5u/as»)
dunuvie / Fusnads
| J

« ls3anowansnlumsvigaum

« dasrasuiiozusdiio s1usudu
lusaudinynnomslanmisveaum
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7) s:a:laaﬂumanu158uuaa15uan
(Cash Cycle)
dgasnissiiuoru

stuoaNfukilade + stuzoa119
Fusaidy - stuzoardis:kilady

. s:a:loaﬂumanuISauua015uanuao
fomsoins:gzoanseduaaldounoio:
lasuiSuaa

+ wWumsuoniivdusudu ARoNsaodsaINo
o:lasuisuaanorgasnulusyuissundun
gohfodrusuiSuaannomsaovasnulu
ankiuazaunnonds

« Taansly mnmaasiasuiigouosimia
o:ud@aviiv anuawsnlumsusmisidunu
syuidzulad

8) dasrdousyuidzguyadaunSwanios
(Fixed Asset Turnover Ratio)

gasmissiiudmu
s1wld k3o vaavIwans (1)

aunswanos

(Funswdnos = AGu a1Isuazaunsnians)

O wWumilsSanswawsngasiomslunmisasi
s1wlaondunswanauasnuly

« Sasrdounldiisnn uaasdr nomsiims
15aunswdmiosagioiius:ansmin

. Mdasidounlaidsitios uaasdr nomsls
AunsSwdmosogrolidus:ansgnmw

« unazinomsiimsdoFunswdiRiuundu
nazdasrdounldiiosas uaaslfiiusn
fiomsduiiFunswdmosiiuaowsudu
Goowsnewmssio:lEaunswdmosundu
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+ mdasrdounsusruldiishge uaasio
Us:zansmmwlumsldaunswdnokua e
Iigu Nuseld KSe v1wans

9) dasrdouryul3guzaddunSwisou
(Total Asset Turnover Ratio)

Fasmemon « Mdasidoudidh uaassr fomsiiFunswg
s10ld KSo soavragns | (im) vIniiunowdooms mislddunswasoului
dunswdsou Us:ansmn

o wWumilsdannuawrsnvoonomslumsls
Fun$wdnoduagwiius=ansmmineola

- Sannwawsnlumsnoki ua:3smsdakudunu

- Iasvasrwmomsidusosinomslauioin 2 ukas fie lavroinmsasnuvasidrives
J b J : e al
dounkiy uazldonmsnoni/msiduunnamauan

- Kindadoulasoasromomisisugadiioms vromsnioki > 1SunuoINIFYoD
nomisno:inouasogy

- SasidrutNodiasiziaouaisnlunisdis:kil
- lasWorsturoinkiiau uazdouvoaoidrvos

- sauffondwawsnlumssrsasnide
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dasrdoukiizudodunswd (Debt Ratio)

dasadoukiigudodousosidivas (Debt to Equity Ratio)

dasidouniiuszu:enododunsnd (Long -Term Debt to Assets)

I e

sdasrdaunnuawnsnlunissrsaantds (Times Interest Earned)

il

« Sasrdoudiozuaasliiiusilusiuou
1) Sasrdoukiddudodaunswd Funswd nokuannomsiogliu Gmsls
(Debt Ratio) vunuaINMsidvunnamauanuINliay
waola

+ KSamlAnsiud1 Gdouvavidrsoorasnu

aasmissuotu e e e

v ludunswduntiozigsla
KUAusoU (i) . . . o
Bhlheitentiadl « Mdasrdoudgouaassnduntimnasnulu
dunSwisou dunswddouninuoinmsidudoozidudo

vonivnnudsonivdrumsidu
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2) sasrdoukiiudodouvadtdivad
(Debt to Equity Ratio KSe D/E ratio)

gasmssuonu
o .
KUdusou ()]
dougooldvod

O 1fudasidruSauliou s:u3wvKiFuRUdIUBOISIYDY

uaaslknsiwsndunuinomslslums
dnduorudiuléunoin kiaudaiudasidou
laijaiigunudougasidnvad

dasidouligo uaavsriomsldisunu
onkiiFugoijorisuiumsaonuzey

15 1wovnioms gshoozianwidsono
misiSugo lomano:kusunuiAuIGuoIN
i kdozilionas

waawsnlauanlinsiusr Aomsiukdsin
govIdunucNKlidunazdougavsrnoRuidu
ils

3) dasrdouniidus:ezgrddoFunsng
(Long -Term Debt to Assets)

gasmissinustu

KiFuszoze1d | (i)
dgunswé

- - - ¥ &
dasrdrudsyuinaus=KkIoKIFUS=8:819
Nuaunswd

uaaslknswnimsihkidus:azaom
aonuludunswdiila sizkidus:a:a1o
1u kiauidmkuaszgzpalumsdis:si
ihund1 1 U udilms:idasdradis: fio
aanibgche

dasadouligo uaaviioiomsinouidsoge
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4) 5asrdounaavsnonuaisalunissre + Sasrdouiligouaavdiiomsiinoanisn
e . 3 o . - -

aoniby (Times Interest Earned) lumsdedis:aomdslann

+ luudzoodki Mdasidouiligs uaassn

gasnissiudomu n ) \ o
) ] . fomsiaowawisnlumsdrgaaniiags
mlsownmsdudiuoiu ) (ih) 1 sdozbulolasiozlasudis:si
aaniigdy + waawsuanlik nswusnomsiinamlisnau

kKnaanidsua:maidul@duiimsos
aonilgs1e uaasionowawisnlums

O $asidou wWisuligus:k3rwmisomnmsduiuaiu . 9a - - .
zns:m?uowcnuuaqnwuds:mooo

w$onlsnauknaanidesrsua:maisula
fivaaniisoe

nstufinun ICHI

uSUn 83du nSU 9 a (uK1Bu)
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O 1ums3insiKilamnudunuss:k3odasidouniomsidu siinansznudafiuagiolsing

O mis3nsizRdruinaiingos DuPont 9:328lkuasiiusi usGnasso:mnisusudsoms
dudiumsasula 18u

O Iasoasrodunu
O msiauswld msaasldsre

O mistiuUs:angnumsldaunsnd msiiusdoaadunswdnliinaus:losi
KkSawiu 9mudu

O misszaomsavnuludunswd

O wedorslumsaoununudo q IKusén souldt‘iomuc‘ﬁumsU§uUs_oqmmuqnamsu‘u’atv‘i\g
Us:andnin msusuldso3emisiuli soaiss Us:kda ideaashlddrweilisuduas

Satisfactory return on assets can be derived through
» High profit margin
+ Rapid asset turnover (generating more sales per dollar of assets)
« Combination of both

'

Return on assets (investment)

Profit margin [ 4

S e e e e e e e e e e e e e e e e e e e e e e e e e e = e = =

\

S _— e — - —— -

\
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Formula

The DuPont Model equates ROE to profit margin, asset turnover,
and financial leverage. The basic formula looks like this.

[ Net Income Total Revenue J N Total Assets

Total Revenue Average Total Total Equity

AsseTs

Y

Return on Assets
(ROA)
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Five-Component DuPont Model

Retum on _ Total assets . Return on
equity Shareholders' assets
equity

Retum on _ Total assets Net income

equity ~ Shareholders' . Total assets

equity
Return on _ Total assets « Revenues « Net income
equity ~ Shareholders’ = Total assets Revenues
equity
Income
Operating before
Return on _ Total assets - Revenues income_ . _ taxes _ Taxes
equity ~ Shareholders’ ~ Total assets = Revenues ~ Operating Income
equity income before
taxes
Net income [
! Profit margin
: L ;: Returnon |
| assels
Asset tumover
Return on assets + _ Return on
(1 — Debt/Assets) = equity

lna15UsENaUNNSHIY @ N1518USINA Business Finance

3-32



EXAMPLE
SuperCo Gearlinc
Year 1 Year 2 Year 1 Year 2
Net Income $1,000.00 $1,200.00 $2,100.00 $2,100.00
Revenue $10,000.00 $10,000.00 $17,500.00 $17,500.00
Profit Margin 0.1 0.12 0.12 0.12
Revenue $10,000.00 $10,000.00 $17,500.00 $17,500.00
Ave. Assets $5,000.00 $4,800.00 $8,750.00 $8,750.00
Asset Turnover 2 2.08 2 2
Ave. Assets $5,000.00 $4,800.00 $8,750.00 $8,750.00
Ave. Equity $2,000.00 $2,000.00 $5,000.00 $3,500.00
Financial Leverage 2.5 2.4 1.75 2.5
ROE 50% 60% 42% 60%
Net income [ 10%
1,000 _' Profit margin 20%
. I Return on
Sales [ ‘f assets i
10,000 = Asset turnover 50%
2 times Return on assets + _ Return on
(1 — Debt/Assets) = equity
5,000 3,000

5,000

12
*

Financial Leverage 2.5 time
[(5,000-3,000)/5,000]
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KEY TAKEAWAYS

e The DuPont analysis is a framework for analyzing fundamental
performance originally popularized by the DuPont Corporation.

e DuPont analysis is a useful technique used to decompose the different
drivers of return on equity (ROE).

e Aninvestor can use analysis like this to compare the operational
efficiency of two similar firms. Managers can use

e DuPontanalysis to identify strengths or weaknesses that should be
addressed.
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MSKWYINSNIUAZAIUALNIDMISIDU
> A2WdINTYYDINISWIINSNILAZAIUAUNIONMISIDU
> 38msdaniumsiduadsvKsin

* 359as1508atvodu0QYIY
(The Percentage of Sales Method)

* msdanuds:uinu (Budgets)
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KUhNYadINUSKIsNd ity mamsnindiudasmismomsidulasms
51as1:RguzMsISunaznamsaiuduzadiiomsisiuludiu

*  Awaniwnaay

« anwawnsnlumsriimls

« Us:andmwlumsdnduoiu
+ ulsuvismomsidu

** [asthwaoimsdinsizRluidudoyalumsatoununazasuaumomisisuzes
nomsluvaaliyddalu*** Goltiu NSzUOUNISIVUNULAZAIUALNIONMISISU
JoingoadoadniuniswEINSNINIOMISIdU

Pro Forma Analysis 10ums3iasi:issiond
uazristiaus:luslidemsdnduionssunivgsiolu

a=dovawnsawsnsnidonoztiaduluaunalds

auudminlulkinssiodoomsvudao:dodlassums
kSadudumsludoulai@mdntng

= - -
notiiWo1dums Forecast dolagooonulutdoneginsni ,
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fia mswonsnioumsiduasokin doldun

e auﬁﬂsumnmﬁma?.aa'aonlh (Pro Forma Statement of Comprehensive Income)

Wuwoumlsnanuids:uirududsokiinioassoaau
aswawnsnlumsmilsvavssiio

o auuaoagw:msﬁua’aahﬁ'n (Pro Forma Statement of Financial Position)

WusuiazioulfiRugiuzmomsiSunazuusmomsdaKiusunusad
gsioluauina

56 1 385as139uazuovuoqvny
(The Percentage of Sales Method)
grfisdoyaluadaudomnnudunusvos
s1gmisc q WusSovazyovzaavy

56f 2 oisdoyacnoulszniu (Budgets)
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1wWussildnulasnaludissumsweimisniniomsisu
losfavudgiudarficy 2 Us:mis Ao

1. swwmsnomsisudoulkny lozamizsremsndsinplusu
uaavgruzmsidu idnswdvwuslasassiuveaavisludiuu

2. s:Gugavaunswidiog iiloglusuuaasgiuznisisuzos
U0ooUuiiosnTlus:duiikuizavudonuveoavigvosl
Joaulu

doagrvoumsidu

uUSUn waWeY 91na U 25x1
usUnwensnivaane luld 25x2
91uou 12 FHuvin
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mswunsnivuudasgumsidudadnin lasldsssasiSovazvovoauiy lnswsinsniveavisll 25x2 v 5,200,000

i Suit 31 uniau 25x1

USBNWaIAYY 91Na

dULEQYSIUEMSIDU

uSEnWaIAEY 91na
VULAISIUEMSIIUAIIKIN

w Suit 31 sunau 25x2

aunswé % (un)
119000 | 1130 /47910x100- 23 | sz00000x236%=
ankil gsi400) 0
dum 613,700

FunSwikyu3sudu 60,000

Aundwilikyuidsu 1,246,900

soudunswd 2,885,000

kildunazdouvooijfioRu %

ki 374600
slgowmose 4800

kiausyui3sudu q gteoO|
kildus:zuzend 417000 |liwdsuwdas |

Ruaniiny 1,800,000 |liwasuudas W’

nlsazau 165,000 |liwasuudas J

1SunuAdeIMSIAL

soukiiaunazdouvooRiioRu 2,885,000

LaNE15UsENBUNTSHIU @ N15LdUEINA Business Finance

4-5




oonvnsnivummlsyianuasokli vasusinwalnesdia Musénwensnivaavivoralnggstindu 5,200,000 vin

usBnwateY 9ina

uSBnwaleY 91ina

sumls;anu sumlsanuaokth
dwsuoaalingd 1 U duga 31 sunaw 25X1 % dwsuvoalingd 1 U duga 31 unau 25X2
Ny 4,791,000 100.00 5,200,000
dununy (2,236,400)
mlsdudu 2,554,600
mlgaelumsusms (617,000)
silgwlumsny (1,256,400)
misownmsdniiunu 681,200
aonifie (13500)
misraunmi 667,700
mi (200,310)
mlsgns 467,390

11

duus:uiu (Budgets)

- uwudikSumsdaassndweinsde (KAvikgmsainoztiaduluaunna

- misUs:uarunmIsnMomsidukionSweinsduimruaduagiviiszuuinals

Wunsesiionsugumsdiiudiuluanna

**gomswainsnimomsiduo:aifisdoyacinouds:uiu lasfiomsozdos
roudsznuduaadunou udsdonsnsnicuiilsmanuuazovuaasgiu:

msiuasvKih**
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o uwumstldiduaa uaznisdaKduaayasdionis

+ suUs:nnuduaaduindasilomsinsnis:u=duiuaas
swadsalnganuiduaa su fegnsnidasuundas
uaztduaandoonistiy

> 15u0nmisivuls:uituiduaa (Cash Budgets)

oucaaudod

1. Js:nnuwuaasu (Cash Receipt)
13u swldoinmsvisdaui v1ekannSwd vr18aunSwd 15u
Suds:kl aonile swwlddug
lasisuaanldsuoinmsmsdusriomsidrfigigalumsriouds:uu
13uaa 1ovormdusismsilduroinmsweinsnivoaviadoy
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3.

Us:uimnuduaao1s (Cash Disbursement)
fia 1Suaadw 1Wu FodusmndodSandu redhszkil
Srusldony

uds:uinumsudaasvuaznuaadgwssuingunu

- PuUaasu UINNI1 BPBUaadY 1S8nd uLlhuide

wudaasu Ua9na1 wWUdQdY 158N Budaild
(1JudrondavdaKiduaatinuidiv)
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ms31as1:KA2dB0Y008s0

- ms3asizidunu Usuuuaznils
(Cost-Volume-Profit Analysis)

* ms3iasiks:Guanudes
(Leverage Analysis)
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msdadulondrfirguaomisusznoussiio laun

« msdaauloaonu (Investment Decision)
« msdaaulodardunu (Financing Decision)

1Wunisdaduloniimadondividsoua:nacouunuvadssio
SofinowwdrdyiozdooninoimdiloiSesncinidssvorssiio
58ms3annuids Nalkawsndamsiuasiudsomossioldadio

IKUzan ;

acwiduogosssioluniwsou usnldidu 2 dou dod

1. aswidsolumsduiiunu (Operating Risk)
a0 nulsvnisuazmsdaduloluiseomisasnu (Investment) amlAina
sildgrenonlumsduiiuoiu 1u sudeusin wuidouqusmis 1Wudu
mifiiaanwidgogono:vianu waliawisnasrveeavisla

2. aswidgomomisidu (Financial Risk)
iaonulsvisna:msdoiulovesssiio Tuisaomsdakusunu
(Financing) Mdadulolasmsiuin o:miliiiasildsrenonlusy
aanidsdiegs mikiiancwdsogonoznanu woliawsnaswsiwla
swnmsuneld !
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—» 5 lAIINAISDNE ——

AN AWNHD Y

o o &
ﬂ']ﬁHLEI'f.I\ﬂ'lLﬂ"I‘.iﬂ"ll.'lk‘lh‘l"l 1w

] a o
FTTULEESTIUT 8 'q'ﬂ"l‘i -1

i lsdudn

] [
FINTFEIWUITOIRITAFRANTZNL

FMUITIIRIINHAN TENUHEATLT

AN ATIEIIEE T

daflnm e inee

. - - el
saulsnanmonlaouulag

- o
wapanuplasuulag

“TOTAL #58 COMBINED

dlsannisdiiine s

“OPERATING LEVERAGE™

LEVERAGE”

AN AHNHNIINISa %

filsnanastnia

] - o
FTTULEEIM AT STETAT0

B = o= L
wn AEe e

e - a =
TAFTIAHANTZVILR Dﬁﬁ‘l'ﬁ‘l"ﬂ'ﬁﬂ a

= A = = =
wi ET] el S VoA b R TRTR TG TS

‘I ﬂ-i u.,-dl

o
ulasuuilas

i lsanSaonn «—
_—

‘FINANCIAL LEVERAGE™

shlgdrwvovgsioil 2 Us:nn Goll

1.shl8dwduuds (Variable Cost)
WJudhldorenmuulscnusaaune U dunuaum Woumedumla
Aonareidudunuaumiuourlsianu udmunslalagumduo=1du
Funswdluoutaasgiusmsiduouqa)

2.silddrwnoi (Fixed Cost)
WJudhldorenidoinaduuds o:dums=amisarslusurilsuianu

[Uso:dweaauisunkseliosatols 1BU AuFousIA PUIGOUNUSNS
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I 9 - . -
wagooflddrune 2 Us:inndossiio

* 1Jedmsdadossio aowlluuusuineonusield Jnozdgouin
uonongsnodudmunsisladaciuuduaugo Wovonludduo

« msdudununialEsiunongy goubind1uIds0gonun1SvIaNuUE
choongsionmigorwaond nms=aBoredoulkngiduddorsnu
ws aowiggomsmsuianuio:dludos instilelidvoaue
migSrwmunlshio=luinadu

indaviiolumsdinsiziuazsandiuds

-l :
uavu

- ms3asiRdunu Usunmuuazils
(Cost-Volume-Profit Analysis)

- ms3asizis:duaniuides
(Leverage Analysis)

picastadcoom - 18174325
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O10uMms3As1EANUEUNUSSKI1Y dunu USutunie uasmils
WWalsUs=Tosdlunisorouwutazmsdaaulolunisdiduoiu

Omsdaaulola q ARelEifiamigderdadunuasniumsduduoiusiuou
uIn AlBorenaonikardidums=wnWuRiiadultuau
[usozisrelaonmsvierdalufionu

O9aaunuosuaniolsurunienosilikgsioagsoa

#o159n31 ms3iasi:Koasiunu Break - even Analysis

9aAuNnu i 2 Us:nn

1. aasiunulumsdniiuoiu
Operating Break-even Point

2. 90luNUNIYMISISU
Financial Break-even Point
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usin ABC difia
surilszianu

Us:510 duaa Sui 31 sumiau 25x1

nwgnd(sielasou) TR = P x Q (24 vin x 1,000 kuoe)

#n dunune hid

KU2® : UuIn
240,000

(150,000)

o = .
lsdudu

ailgorwlumsduiuoiu ** TC=TFC + TVC

90,000

(90,000)

milsownmsduiusu (flsnsuknaaniisua:ma) EBIT

#n aonibudce (1)

flsiousnmi

r

mé

ilsans

Q05iunu fia ru s:dudsuiuzie 1,000 Kuow
fio gansiwlasou = silgswlumsduiusiusou

k3o milsownmsduiiuoiu (EBIT = 0)

11

o
n

Usuiumne (Sales Quantity)

sincionuoy (Selling Price per Unit)

TFC = dunusoisau (Total Fixed Cost)

TVC = dunuduudssou (Total Variable Cost)

AVC = dunuduudsiadudonuoy (Average Variable Cost)
TR = swldsow (Total Revenues)

TC = dunusou (Total Cost)

12
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gasmsaudiu

aunUAYASOL

Usuiuze i 20aUNU

(SINVIVADKUIY - AUNUAULUSTDKUDY)

TFC
(P - AVC)

o
n

gasmsaiud
ru s:durirlsonmisdanidiu (EBIT) Adaoms

USuiuviw u s:Gu EBIT Adoonis =  dunuadnsou + EBIT Adaonis

(S1MYIYADKUDY - AUnUAULUSHOKLDY)
Q= TFC +EBIT
(P - AVC)
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Mmss1uduUSUIUIY LatyaadI8 U DafUNU

30 vin dununadi ru s:Gumswaa 80% sou 150,000 vin

|

O filudrudsuituse u 9aAunu

O goav1® u 20fjunu

il

15

uSBnlod d1ia vwdudizlakdolusimkuosa: 80 uin dunuduuUskuova:

O musdndaomismilsonnmisdndusiu 30,000 uin o:doomnesdusiliklaludiusu
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MssuduUSUIUIY Latya0d18 MU DafUNU

uSuenABC 9a U)uius‘huﬁqm‘io'lusmmdnaa: 24 vun dunuAundskuosa:
14 vin dunuson tu s:Gumswaa 70% sou 60,000 uin aamdsds 10,000

B

O siudsrudsuiudie u 9aqunu

O goav1® u 209 UNU

O Musdndaomisrialsonmisduiiuoiu 40,000 uin o:doomnedusiiklalusiuou

ila
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Mmss1uduUSUIUIY LatyaadI8 U DafUNU

usd@nlon31 si1a waaaymelusimiioua: 20 uin dunuduudskuosa:
8 uin dunusonla: 180,000 un Mweavisludiiiiv 6,000,000 uin

ua:aonidsdrusou 100,000 uin
O shwusrudsuiuvie u 2a9uNnu

O goav1® u 20§junu

O musdndaomismilsonmisdndusiu 200,000 uin o:dasvredusmiilalu

Swwouila
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-l o -
- Leverage 10unszusumsitigadoonums
gousSunnuIdgoNALTU 9InMsiAiions

wereumiklasunacauunuitindu Ko
mlsiuudu
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1) Operating Leverage
MS:HNNUNOYMSANTUNUYDISSTO Uazdnans:nudanwd=on1ossio

Osnldsas:duasudsolunmisduiusiumogsio
Degree of Operating Leverage (DOL)

2) Financial Leverage
ms:gnRuNMOYMsISunINmsldiSunuonukasisunuidooideshidsrenon doldun
kldu (S19aonide) ua:Ruysuans (Sre15uduna)
uazimans:nudeniwidsomomsisu

Oshiild5as:duasndsomogsiio
Degree of Financial Leverage (DFL)

O DOL 1Junmisias=aunouidgooinnisdiduoiu
InaonnIsdsBoeaonlunisdiduaiu (internal factor)
doogodu Andousia Wudu rlkdunis: Weliawsareeamne
(Klacnuihkue (external factor Bofie variability of sales)
warmhlsoinmsduduoufio:nnnsnuns:iiou

Os:dudsnunsnoanunuionmsoziinswidsodonisvianugoga
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g1 DOL vaniionawadunuss:kdw Usuaune (Q) Au milsoinms
anduviu (EBIT) sneie

1 Q Wasuudas o=l EBIT wWisuudasasols

gasmissinuonu

DOL = Q (P -AV()

Q (P - AVC) - TFC 27

Oa2WIEINIIMSISU HaoINMSsTAEIEAINNIINISIDU
(FC) 18u aonityore (1) (1Ju internal factor)

OmlzEdums:vaanions laglawzaliawisarmmilsoin
msddunulRlaenuidikuig
(external factor Bofie variability of EBIT)
wamlsgnsaksulio:nnns:nuns:ifiou
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* si1 DFL vandoaswduwuss:k319 EBIT v EPS knsio

- @ EBIT wWasuudas o:lik EPS wasuudasasiols

gasmssiuonu

DFL = Q (P -AVC) - TFC
Q(P-AVC)-TFC- |

Assets

Financial leverage is the use of borrowed money (debt)

to finance the purchase of assets with the expectation
Equit that the income or capital gain from the new asset will
quity exceed the cost of borrowing.

Financial Leverage uaaoiiomsldkiau (Debt) Aiiaonms
Aduunieldlumssamiaunswilosmasiswlaksorilson
dunswdlkiozgondrdunumsiiu

Financial Leverage
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Leverage Ratio

Equity
$70 million 0.43 Debt/Equity
0.30 Debt/Capital
Debt
$30 million

Example

Assume that Company X wants to acquire an asset that costs $100,000. The company can
either use equity or debt financing. If the company opts for the first option, it will own 100%
of the asset, and there will be no interest payments. If the asset appreciates in value by 30%,
the asset’s value will increase to $130,000 and the company will earn a profit of $30,000.
Similarly, if the asset depreciates by 30%, the asset will be valued at $70,000 and the
company will incur a loss of $30,000.

Alternatively, the company may go with the second option and finance the asset using 50%
common stock and 50% debt. If the asset appreciates by 30%, the asset will be valued at
$130,000. It means that if the company pays back the debt of $50,000, it will remain with

$80,000, which translates into a profit of $30,000. Similarly, if the asset depreciates by 30%,

the asset will be valued at $70,000. It means that after the paying the debt of $50,000, the

company will remain with $20,000 which translates to a loss of $30,000 ($50,000 - $20,000).
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msjas:=duaduidsoniomisidu (DFL)

Debt-to-Equity Ratio {5lumisfikuadiusuzooniszmo
Total Debt msi3ugooniomisuatotuaasdadousookiidudodousa

D/E Ratio = 19100 iadsslidheusmisalRidioRunazdidouldidedu

) q wlodivs:dunaswidsslulasoasiisunusosions
Total Equity

In:ué:clsﬂou D/E uaasliiiuiionowironduvosiiomsno
KULNULGY

*Debt to Capital ratio

*Debt to EBITDA ratio

*Interest Coverage ratio

Leverage ratios

There are several different ratios to use in order to assess the leveraging of a company:

Debt to
equity (or debt
to capital)

Interest bearning liabilities If the ratio is greater than 100%, more of an organization's
Total shareholder's equity funding comes in the form of debt rather than equity

A ratio of 1 would be reasonable, but if it's greater than 1,
then attention should be paid to how a company is managing
its financing activities

Debt to Interest bearning liabilities
TNW* Equity — Intangible assets

The ratio would be used with conjunction with the debt to
equity ratio to determine the impact that operational
liabilities has on the funding of the business

Total liabilities Total liabilities
to equity Equity

If the ratio is low, the company may be underleveraged. If the
company number is high, then the organization, while taking
advantage of debt, may be over-levered

Total assets Total assets

to equity Equity
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Us:ziaunineadoonus:auaauidsonomsidu (DFL)
* Risks of Financial Leverage
* Volatility of Stock Price
» Bankruptcy
- Reduced Access to More Debts e

Leverage

91nd2981999v USUNABC 91na

(Kswuowus:duasndsomosgsiio doil

ODOL tu s:aumisv1e 5,000 Kuos29 ua: 10,000 Kuose
WsSauudanduKkue

ODFL tu s=aumsu#s 5,000 kuose ua: 10,000 Kuose
wsauudandukue
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1. aowwKkmEIdUNUKyUL38U
2. ulsvnismsusmisidunukyu3su

» Investment policy VS. Financing policy
3. msuSKIsIduUnuKkyuLdsU
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N

1Sunukyut3su Usznoudoy 1Suadnus:ezdunaldlumsduiuoiu

losawnsakyuidsundvvnluisuaaldmeslu 1 U ideuilaswsiela

aghodallo

wunukyuidsu laun

* pudaauatsriwmstiguinivuaa (Cash and Cash Equivalents)
- ankiimssh (Accounts Receivable)

* dumavikaa (Inventory)

w h at I S Working capital is the difference between a company’s current
assets and its current liabilities. It is a measure of a company's

Workin g Ca P ital? operational efficiency and short-term financial health.

Example: A hair salon with assets of $160,000 and liabilities of $65,000

5160,000
Current Assets |
PROPERTY INVENTORY CASH

'-
$65,000 5 ;
Current Liabilities . .
WAGES RENT UTILITIES TAXES

95,000 \GE\ *§&F [T

Working Capital E @ “

» lnveStOpedIG CASH SHOSE_BTFERM INVENTORY OEF;([I:’REII\\ITS”I.\-:JS
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wuda(cash) SanUs:avngaoms
sutasuaziksrynuidninusenielslulislusUvostrydiSusin U § K1S la uda ( S _.

Urydns:uasigdu
- e e . oy - N " . _
dou KannSwinaaradoomis(marketable securities) k8o walslumsadniiuoiudnd

18un31 nSwdduiiianminaiAsoisuaa do1dusannswinusen

aonul3uazawnsnasuliiduisuaaldiss '
_ L L ~ « woal3dlumsaonu

Kanmsaanyyavnisnalvuda Ad o wolslumstiomls

1. msiaisudaaosgviigonaozdovaoandosnunniudoomslyd

2. msiioisuaaozdoviiolktiosnaaimnnozdulula

+ elsluisgmsaianiau

A

The Cash Conversion Cycle

Goods O Sérviceg Goods Or serviceg

= A
A

o}

Accounts Inventory Accounts
Receivable Turnover Payable
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nsmKuatdudadudi Cash Conversion Cycle
Raw materials E—-;;;r;;;l;t- -‘: Goods sold :—-;;;-n;;l;t- -‘:
purchased L_made | {_receved
paysiventory | NN
Days receivable _
v 4
Cash conversion cycle _

msnikuatdudadud

Cash Conversion Cycle

= _~
E 1] 8
Cash Conversion _ 'DIO + DSO- DPO

Cycle Formula

——mmm e m =
-
-
-
-

(- ‘_4’_: _____ , ‘////,
'Operating Cycle | '

_________________

209sSUdQYDIVSSND
= 91gAuM + szuzoauSuNINUKG -stuzoadiszkil

)

dasInNIsKYUL3BuUYaVIUAQ
= $1ususulu 1 U (365 5u) / 200si5uaavorssiio

ISuaaduch

= ISuaaidoslddol / Sasimskyui3sugodisuaa
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f1 Cash Cycle

ANURNY LNITUSHNS

= = |
L‘]‘j% LO%Y‘]‘%V&H%L'} g
=Y w ' o ] =9 L7 '] A
EEEEULRE R gL R
a:lﬁ%’u(ﬁumuﬁ‘muné’u 129141910
+

[} =9 =9 J = L7
msauiiugsia nsdiiigsiaacdas
Qs = | =Y o
AALGSHULIWFAFITDI LI LT LUNNS

ANBUINUNDY
@1 Cash Cycle ANy lunsuSuns
u L’Suanuﬁ' 2%
'gsﬁammsmhﬂ’ﬁwszmﬁuﬁ’ﬂﬁmn
. L3uﬂquﬁﬂumﬁmnms@hLﬁmm

F= | - o v = | o
wad lideuindusaaassuiu
f1504
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" Cash Cycle ANURNY Ll wNITUSHS
R L‘Su‘qwqm’ﬁ' eI %

=Y -1 = =Y ] A
qsnaimsumwszmumnmwwﬂnauﬂ

w ' o T a w J
A DITIUTITSANFWAT NIOLT

o = Ad d‘:

- IV rTAD ISRV b ‘lﬂamm: *]%
' -] o =9 A v
AaudIfRUANITTNS=LIULNOFSY
NRAAULNG LAAQY

do981d

usGn ABC ilavosmisdiiiu (Operating cycle) v 76 5u ondoyalu
sumsiduvealii ustnidankinmsmaoikdaiiu 230,000 uin uazsaazranvi
v 1.92 3 wuuin

[Kfusumiszgzoardoudusendosanauidvinaadumouaiuisndikire
aonlulasws:uuisu
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do981d

CPF TUF OISHI
tamn1e] 378,991 107,750 11,702
Fiunung 315,838 90,335 8,031
qnuf‘fﬂﬂ?ﬁfu 23,380 11,918 710
AuF1Asn@e 48,334 33,290 309
Ewiinngén 20,620 10,545 933
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CPF TUF OISHI
glan Al 378,991 107,750 11,702
AUNUUY 315,838 90,335 8,031
QﬂMﬁﬂ'ﬁﬁ'\ 23,380 11,918 710
AuA1AILiAD 48,334 33,290 309
1WuilnsAN 20,620 10,545 933

(1) AR Turnover [sales/AR]

(2) AP Turnover [COGS/AP]

(3) INV Turnover [COGS/INV]

(4) DIO [365/(3)]

(5) DSO [365/(1)]

(6) DPO [365/(2)]

Operating Cycle [(4) + (5)]
Cash Cycle [(4)+(5)-(6)]

Runing uilAuuazdIuTaudnng
Ruasuasvannindlunnudianimeamain | 23,015 | Eminisin 163,257
qnuiinasén 141,248 | ddusn 21,115
duAAunde 212,444

AunFneuuidenaue 11,223

sanAunineinyuidey 387,940 | sounilaumyuiFeu 184,372

EIRATE

912,332

AU

547,400

Eshuoruiduaadrisaamalslunisdiiuoiu

KInusGndooldiduds:uaru 50,000 uindasu
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& =
InNuWuY

L. e amninadudn >
dnRudn AT sngnuil
. .

Inventory day 90 fu

<] ARDays 245 [

'« | A/Pday30q | >

IR31as1:RdoyaoinmmnioduuaiaualuonyMsusKIsisuaalloaomsaisodlsuaan
KInUSEndooldiduds:uu 70,000 vaindasu

HuoNIsuUsSKIsannadaslasnis3insitEonsvosIduda
1)aas:u:0a1dusinvikialkiiongduas tAalk Operating cycle ua:
Cash cycle aaa»
13u 91ntau 90 Suarousuaaaslkidu 60 Su o:mlk
» Operating cycle acaoidu 84 5u
« Cash cycle aaaoilu 54 3u
« 13uaafdovdisovotanadkda 30 x 70,000 = 2,100,000 uin
2)vsngstezvaimsaedistisulkunidkiliuudu
13u 911Gy 30 Suorovalosorvadatiszidutdu 45 Su o=k Cash
cycle anasisdo 69 3u mikiSuaandovdisovozaaavikda 15 x
70,000 = 1,050,000 uan
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Cash Management Models
Optimal Cash Balance; Size of Cash Balances (C)

V2T
C=——XF
K

The Baumol’'s Model

Sizg of Cash Balances

Trading costs increase when the
firm must sell securities to meet
cash needs.

Total cost of holding
cash N
Opportunity

Costs
The investment income
foregone when holding
cash.

Costs in dollars of holding cas

Trading
costs

c - rocon, Size of cash balance
m o e A B
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The Baumol Model

Total cost = ng +£><F
2 C
Opportunity Costs E XK
2

L

T

Trading costs
. — X F

C Size of cash balance

The optimal cash balance is found where the opportunity costs equals the trading
costs

Optimal cash balance calculation example

XYZ Company has an annual total cash need of $3,000,000. The
company has an opportunity to buy a certificate of deposit with an
annual fixed interest rate of 3.75%. The brokerage cost is $750 per
transaction.

2x$3,000,000x$750
0.0375

OCB=

=$346,410.16
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Thus, the optimal cash balance of $346,410.16 meets the minimum sum of opportunity cost and transaction

cost. To prove this, we compute the total cost for OCB and a cash balance of $250,000 and $450,000 using
the total cost equation above.

= $346,410.16 x 0.0375 . $3,000,000 x $750

Optimal Cash
Balance

=$12,990.38
2 $346,410.16
$250,000 x 0.0375 $3,000,000 x $750
C= + = $13,687.50
2 $250,000
$450,000 x 0.0375 $3,000,000 x $750
C= + = $13,437.50
2 $450,000
% Cash Balance Cash Balance Cash Balance
a Replenish Replenish Replenish

Time
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Economic Order _ 25D
Quantity Formula H
where: -
S: Ordering Cost or Fixed Cost
D: Annual Quantity Demanded
H: Holding Cost or Variable Cost
Annual

Cost

Holding
Costs

Ordering
Costs

Re-Order Quantity
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Inventory

(units)
Order X
quantity h\ \'\ x\ \\.
Average quanti
\\ \\ \x \ ge quantity
X
\ \ \ \\. -
______ LU PR N IRV WU AU VR
\ 3\ A\ \
\ \ \ ¥
L N x
\ A\ \
o LT LT LT LT Time

Joauudgiuarngzar EOQ

« UsumslBvasdumnaonasdaoiduldagroanavs

« styzpalumsdodoouns:noldsudusi (Lead time) daonon
«  FumidoFoluodaolasunsaununorsua
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29810

1) uSGnuKoKkivdovlFo:Ikdindavsudansusnauddouynnasiakiola: 56,000 u
silgorelumsdodoiniu 150 uin/ass simAusmdonuosiiiu 1,450 uin uazii
milggrwlumsiiusnnausuninu 15% dolvavsimaum

2) usBnuKoKivdoomsyudwudaiksudikirala: 110,000 no sldsrelumsdodaiiniu
1,140 uvin/as> simausdakusamiiu 70 vin uazisldelumsiiusnurdusi
innu 10% daUyaosimaum

3) usindaomsausmuiia B 1doua: 5,100 su mildsrelumsdodaiiiiu 15 vin/ase
symaumdaktssriinu 1,450 vin uazishldsrelumsiiusnnausnminu 10% dol
goIsIMaum

do981d

uStn A doonmisdvdoaumnondvsiomiskie laslundazddeomisldaumaiia
i 2,400 Ku2w ua:ddunulumsdsdoiriniv 200 uin/asd dunulumsiiu
Snuuninu 1.50 vin/Kuse/U

Usuumsdodonsoaziirladoous:kdanaa

d1usunsoinasdododod

msdodomnu EOQ udsawisalslauurirla

aadvdaiiumnuimla Ms:ezoaiidodoouns:nvlasudusuniiu 1.5
1Gau

Total inventory costs (TIC) ihiuiiila

rODNPR

o
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o981

usStn B doomisdsldsanaulundazduszuaru 10,000 Kuos lasdunulums
dogouiiu 20 uin/ase dunulumsiiusnuuminu 20% vooyasi3anau
1ady (Sandusiaumiiu 5 vindoktios)

1. Usurumsdodonus:kdanga

2. Total inventory costs (TIC) imauiinla

Inventory
{units)

Order

quantity *} h A \
\ \ \ \ Average quantity

----------------- N N O I M
A A A |
= - o m—

0 LT LT LT LT Time
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29810

onlonddoos10v00usin A ua:ustn B Kinauudsimikuadiuou Safety
stock i 200 Kuos dunusoulumsidoda (Total inventory costs) o=
wasuudasluiriuiirla

do981d

« uSBniianwdoomsa:lkadksuldus:nouldudusiniodikure s1usu
2,000 Zudad dunuzua: 20 uin lasiisilddrelumsdodonsoa: 50 uin
uazshlgorwlumsdaiiu 25% vovyashazlkddonarn

«  KinRdadikthwo:lkaldiauadouaa 3% mindodonsoazliidinsa 1,000 su

* uSGnaassudalauadonaionsoly insirzikala
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nomswacdusidoulkniiankiua:duinaoikdosouiuiiyasigodo

ifgunuyasmaunsSwkyuidsusou

- - - - o ™
ankiiiaonmsinomsiulsnisauide sadumsdadulofmnyosdos
nomodumsidulazmsaala

- ° -
ulsvnisnoidomli:

* *

waus:losdonmisvieido = srususaavemwudu x misdoutiudoktios

ulsnenisliduidodonans:nudodunumsdniuau

- dunuisuasnulugnkdnisin &tjn.uflﬁnommsﬁﬁon1sﬁao‘£ﬁt$uqudau_l
- kiotdamaonuludumunankinmsimrnoun

* Gumudsusciuse o:fivriikuadis:idu

= dunuitioonkiigyfiiadu dunuzaviSuasnu :

1. iomsdoosrwaanids KiniSuithwrasnuidu
ui

m f\ 2. iomsidglomaiusuldaonuidalila
Wacdoulnu

s U/

= dunulumsusmsankiuaziSeniiuki
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ulsnenisliduidodonans:nudodunumsdniuau
dunuiduaonuluankil =

[ dunusudsloma (asr0onids) x Swsurduasnuluankii ]
dunudouaawuda =

[ 5asrdouaaiduaa x yasimsmgidondis:maelurikua ]
dunuiiiaonkiigyiiiadu =

[ askiary x soavizido ]

do981v

uSGn C viwdus 10 vindoklsw saamaliudandumsmueidanokua
d1usu 60,000 Kuse dunuiuuls 6 vIndokuose dunuasisou 120,000
uIn

AomsmidsRorsnnasmsikduidounankd domasromilkusuiums
neRudu 5% losdas:ezoaniukiiadson 30 Suilu 45 5u udorilk
Kkigryoztiuduon 1% 1Ju 2% vruziiionisdoons rate of return Kso
opportunity cost lumsasnuluansiiiiiv 15%

uiﬁnnasﬁauUsuumsm;'fﬁﬂmﬂatﬁuuﬂuﬁﬁiall.i
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s o4 2 X
+ misninvduoinveamy

. Jd F I - = u a
[Grususaameikudu x mlsdowmnudanios]

e ~
- dunuisuasnulugnkidnasuudas

[ Gunuidslama x Bwauduasnulu A/R Tud - dwouduamulu A/R Joadu) |

B o - ) =] -
- dunumiioonkigynwasuudas
[ (Basmdgnyluu x soomelsd - (Sasmdgnydoodu x soomedogiv) ]

- dunuvasdsuaaduda

[ (Sasrdsuanisuanifomsimuali x yasimsowidafdisznslurimual |

-
= mls / ;1anu

-

ulsursdauida (Credit policies)

lunuonmouijidinesfumsioisanlkdudodous:naudon
« masmslumsioisoun - 5 C
* 2o13uduide
* dasivuaaldudaLas:ysioal
. stgzoaimsiiauido
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1. UszinngaouKasidunus:g:au
2. dunuyasuKalrdunus:yzau
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Spontaneous
Short-Term Financing

Non-Spontaneous
Short-Term Financing

kiaumomss (Trade credits)

- wufanmvumsidu (Bank loans)

B asiaasnmomisidou (Commercial paper)

Use of fund

nisasnu
Investment

Source of fund

uKaosnisasnu
Financing
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nonisiiniviaandis:zdu 2 nwtaan
(1) drszmslu 10 suldsudouaalduaa 2%
(2) drszmslu 30 sulasdis:dusiuou

ddunuoinmsidondsdis:idunsoly?

10 30
| | |
| 1 |
Suiide Option#1 Option#2
d1s:19u 98 uan g1s:1ou 100 uin

(100 - 2%)

20 5u Gdunumomsidutiiadu 2 vInvadsoadogns 98 uin
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(‘

(.

auudideulumsdrs:idui2/10, net 30 ; [ Gunu???
20 5u fidunumomsiduiiiadu 2 vingavgaadoaans 98 uin | dunuidslomaoin
douaanlilasu

\

_/

%douaalduaa Swoudulu 10
X 100 |
100 - %douaalduaa 91usudu  d1ududu
ovgdrs: _ oS |
- -
ionsu alase |
nikua douaa

Joduniiwadodunuzoadkimsmoinmsliladouaa

1. Sasrdouaarduaa (Cash discount)
2. szgzvaxmsiszisuldsudouaa (Cash discount period)

3. stgzioamauidenonua (Credit period) _

1/10, net 45

—— 2/10, net 45
2/15, net 60

. 2/20, net 30

L) 2/25, net 60

Llna15UsENaUNITEaU ® N15LIUFINA Business Finance



) A 1AL
Cash discount

v aa

) . 0\ 1AL
Cash discount period

v aa

. . () aa

Credit period -
v IND

Free trade credit

1Wuaudonlidunu 1iaduludosonldsudouaalsuaa aos
Bukdordunuiliuungacmurnisua 18u Woulumsdis:
2/10,n/30 linassrenousun 10 (Sreludugamaves
woulvilddouaa)

douds:nau
WKinsm Costly trade credit

— - ~
(au wanNvuNs ﬂ'l) Wuauideiiidunu aduiionus:szoaildsudouaa
1Sudauds mnuiddunudslomaiiaduoinmsliion
douaa KindookuKkaISUNUNBIS:Kiinasdunuidch
nsrnus:lvslingrgidsondouaanlilasu
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1. dadudrendadodyniBidu
(Promissory note)

2. 2013uduide
(Informal line of credit)

3. oo3uduidakuulisu
(Revolving credit agreement
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6. Us:innyoodasiaaniie

1. Cash Flow Tin_ie Line * Nominal / Quoted rate
2. 35Aaaasiaaniis/dasiwacauunu + Periodic rate (iPER)
+ Simple interest + Effective annual rate (EAR)

* Compound interest msuUs:gndyasizodisumuioa

yashawna (Future value) misUs:and Ms.Excel lums3iasizis
yasJoguu (Present value) yasigadISuMuIdal

anumuyadns:=uddudaa

 Single sum I '
* Annuity

* Perpetuity

* Uneven cash flows

© N

akrw
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1dudawoons:uaduda Wu

Interest rate (i) Time (n)

E N

P . & & RS \
inSaviiodsSumsiiasiiyas Coop
govsucnuidar lasuaasdiuou o 8% 2 3 4
" _ L o 1 1 1 1
iSuna:yashwoonsuaduaaiio: - 1 1 LIS LIS
lasu (inflow) KSoo:doodra { .100 | { 200! | 300 !
(outflow) N N N
- \\\\\ ﬂ' //)7'
Cash flows (CF)
- udavduns:uaisuaadiw (Cash outflow)
+ ugdaoduns:uaidudaasu (Cash inflow)
Example
Windu 100 uin Sasiaanids 6% cdoal 1Wuoar 3 U
- = 2
—— x WUSINNVau x
55a0qan1ly oA 3 aondysou

1.aoni0vos 101y
(Simple interest)

2.aanilunudu
(Compound interest)

9

Simple interest

Compound interest

wauando
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Example .
owmndoagviaudinidu 100 uin dasiaanids 6% dol
wWuoar 3 U yashawaaiiinu?

0 (6% 1 6% 2 (6% 3
yashgoodunozlgsyy +—H—r»4+H——"—+———"-—"+—
greluouninaoindiuou | -100 | Sudu { 100 { 106 (112.36;

- r— | - \‘\‘_,’, \\\ ,’/’ ‘;r\ —’,’ /’\r\ - /
13uludogUuiuaniiu * Ry -

5 5 3 PV Y SV

dunuvooisu (cemide) [ wondo{ & % {636 Vi eaa
cus:gsoan - S w

souisu (106 1 (112,36 1119.10}

9 FV, =PV, +INT

=PV, + [PV, xi)

=PV, (1+4])

=100 (1+ 0.06)

=106

oswiodsaanios FVIF
n 1

gasmsswosmaamisnudu ‘ e ™~

N lTo] 1% 2% 3% 4% 5% 6%

° |

FV — PV(‘I +I)n 1 1.0100 1.0200 1.0300 1.0400 1.0500 1.0600
2 1.0201 1.0404 1.0609 1.0816 1.1025 1.—1_ _3_6‘
3 (11910

?‘. - - / - 4 1.0406 1.0824 1.1255 1.1699 1.2155 1‘ éééS

0 l‘f.lﬂsa\)ﬂoiatlﬁssg_ﬂ'l mswu 5 1.0510 1.1041 1.1593 1.2167 1.2763 1.3382
Iucr‘s-louaoananluu FVIF 6 1.0615 1.1262 1.1941 1.2653 1.3401 1.4185

. “UIUSlInSUHTISOS"U (MS. Excel) 10721 11487 12299 13159 14071 1.5036
8 1.0829 1.1717 1.2668 1.3686 14775 1.5938

9 1.0937 1.1951 1.3048 14233 15513 1.6895

10 1.1046 1.2190 1.3439 14802 1.6289 1.7908
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Future Value (Frincipal + Interest Eamed)

FV With Compounding, 20 Periods A2WdNWUSYaYashaund

3007 | (FV) dasiaonidy (i) ua:
T + ai(n)

400 r - P o 9
1 P dasiaoniUs (i) dodshgoomli
I ! yasIdUINAFOUINTUCIL

00T s:uz10a1lUdos Soudaviiodasi
1 J.," // mistosnyidula Soawnsni

200 > /-‘ LHUDAQYDIYAAIYIIIDUILLIAY
I /_::,»—* nterest Rate [udsuldnuksannisuskismogs

100 Lot ——i=5%||  fiod1q l& 13u msidulaves
T TR g20av18 Ms3AsitAwadaulnu

T nisavnu 4a4

ﬂ T T T T T T T T T T T T T T T T
4] 5 10 15 20
Periods

e = e

FV = PV(1+ PV=FVx _1
Al 1

i)n
— (1+i)"

Compounding \
factor Y
Discounting
factor
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Example
ondsagaiGushnidu 100 uin dasraaniiy 6% dall
Wuoar 3 U yashaunaaiminu?

Pt PN PN

0 6% 1 6% 2 6% ! 3

1 .- 1 .- 1 .- 1 5
PR L AR RS -
(4100 | wudu [ 100 ; | 106 | 111236,
\‘_-—J-‘ \‘*—/ 'ﬂ‘*,’l ﬁ\*”f

PV — FV x ‘I - comby g | /1636 ) S 674 )

’

sousu | 106 ! 1112.36) 1119.10!
\ } ‘\\---’; ‘\\---’; \\‘-—/,
A
Discounting
factor

aswiodvaoniis PVIF

n 1
8 —

% 2% 3% 4% 5% 6%

PV=FVx 1
(1+i)"

Y 9420  .8880 8375 7903 7462 7050

9901 9804 9709 9615 9524 .9i)34
9803 9612 9426 9246 9070 8
97069423 9T5T BEI0 8638 8396
9610 9238 8885 8548 8227 7921
9515 9057 8626 .8219 7835 7473

A b WN -

6
Discounting 7 9327 8706 8131 7599 7107 6651
factor 8 9235 8535 7894 7307 6768 6274

9 9143 8368 7664 7026 6446 5919

10 9053 .8203 7441 6756 6139 5584
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nszuasuiiadudusizooaq iu (Annuity)
wuotdu 2 nsi
1) iiaduaauduvoa (Ordinary annuity)

0 1 2 3 4'. 6%\

>

100 100 100 100

2) 1nadudauduvoa (Annuity due)
0 1 2 3 4 6%

-
-
-
-
-t
v

0 1 2 3 4
| | | i | > PMT(L+i)"
100 100 100 100 100(1+.06)°
’ ‘ 11=6% . 106 100(1+.06)!
: 1 i=6%,n=2
' L LT e e P T > 112.36 100(1+.06)2
1i=6%,n=3
-5 11910 100(1+.06)3
437.46 .
PMT Z(1+i)~1
FIUMUIA 1% 2% 3% 4% 5% 6% '
| FVIFA
1 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
2 2.0100 20200 2.0300 2.0400 20500 2.0600
3 3.0301 3.0604 3.0909 3.1216 3.1525 3.1836
4 40604 41216 41836 42465 4 3101 \21::374:6:,‘
5 51010 5.2040 5.3091 54163 55256 5.6371
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2) Busiwvoariadudsudusoa (Annuity due)
0 1 2 3 4
I } } — >  PMT(1+i)"
100 100 100 100 1%% 106 100(1+.06)!
| - = 8% N2 11236 100(1+.06)2
Tk e A > 119.10 100(1+.06)3
{i=6%n=4
S, > 126.25 100(1+.06)4
st PMT [Z(1+i)71]-1
FIUMUIA 1% 2% 3% 4% 5% 6% '
| FVIFA, 4
1 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
2 2.0100 20200 2.0300 2.0400 20500 2.0600
3 3.0301 3.0604 3.0909 3.1216 3.1525 3.1836
4 40604 4.1216 4.1836 4.2465 43101 43746
5 — 5161052040 5-309+—54163—5-5256->5 6371 -1 = 46371

FV = PMT Z(1+i)™!
FVIFA
PMT =FV [~ __
S(IH)™
%_J
PVIFA
4IUUNIA 1% 2% 3% 4% 5% 6%
|
PVIFA
1 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
2 2.0100 20200 2.0300 2.0400 20500 2.0600
3 3.0301 3.0604 3.0809 3.1216 3.1525 3.1836

51010 5.2040 5.3091

54163 5.5256 5.637‘1

\
Z
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avuddasiaantdsdudinsuins 12% dod

giusumsaa Sasi0on1dy Swusuaanily . Sasi09n1dsnuioss
aanislu 1 U davaa goou 1 uin ' (Effective interest
(m) ipeg = i/m ‘ rate: EAR)

1 12/1=12% (1+12)'=1.12 0.12 | 12% |
2 12/2=6% (1+06)? = 1.1236 01236 | 12.36% i
4 12/4=3%  (1+03)* = 1.1255 0.1255 i 12.55% i
12 12/12=1% (1+01)*=11268 01268 | : ]
Periodic interest rate (1+k/m)™ - 1| EAr

_ x - Simple interest rate

\

i

i

nn 2 1Gau 12% H '
[}

nn 3 1Gau 16% H E

nn 4 1Gau 15% E E

nn 6 1dou 10% i i
\

------------------------------------
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nsilddaduloasnu (Investment)
nosdaduloidon EAR doda

nosdoaulodon EAR chz-!n

John Doeber borrowed $150,000 to buy a house. His loan
cost was 6% and he promised to repay the loan in 15 equal

annual payments. What is the principal outstanding after the
first loan payment?

A. $143,555
B. $134,560
C. $141,200
D. None of these options

IZ
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A home buyer signed a 20-year, 8% mortgage for $72,500.
Given the following information, how much should the annual
loan payments be?

Present value of $1 PV = .215

Future value of $1 FV | = 4.661

Present value of annuity PV,-, = 9.818

Future value of annuity FV g, = 45.762
$1,584
$7,384

$15,555
$15,588 |

00w

After 10 years, 100 shares of stock originally purchased for
$500 were sold for $900. What was the yield on the
investment? Choose the closest answer.

A. 19%
B. 2.5%
C. 8.5%
D. 6%

IZ
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Dr. Stein has just invested $10,000 for his son (age 7). The
money will be used for his son's education 15 years from now.
He calculates that he will need $100,000 for his son's
education by the time the boy goes to school. What rate of
return will Dr. Stein need to achieve this goal?

A.

B.
C.
D

Between 9% and 10%

Between 16% and 17%
Between 10% and 11%
Between 15% and 16%

IZ

X

@NE15UIENAUNTTHIY ® N151IUTINT Business Finance 8-11




1. Uszinnvaolasomisaonu .

2. ucoums3asizioudsznuISunu

3. inalindiasitkoudstuinadunu -
» Payback Period (PB)

* Discounted Payback Period
* Net Present Value (NPV)

* Profitability Index (PI)

* Internal Rate of Return (IRR)

©
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« [asomisaonunaunu \ 1. Mutually Exclusive Projects

(Replacement project) WA B |
- lasomsaonuidomsvssow =N |
(Expansion project) >
- [asomsaonuiionswvasanslums |
rvunaziNeSnIanIndousadow 2. Independent Projects

(Safety and environmental project) j ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

duaaun

rkuatduasnuvaslasoms (Project cost) gviiaiduyasihdoalugosidu
aonu (Present value of cash outflows: PVCO)
« nstiidulasomsaonuidomsvssoiu (Expansion project) =
s1mindoodns
+ [fhgudo + sadstnune + samound(mi)]
+ mdadouaznadauindosdns
+ dAIdgavIry (i)
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ducoun 1 (cio)

rikuatduaonuvaslasoms (Project cost) doiiaiduyasidoatuzosiu
aonu (Present value of cash outflows: PVCO)
« nsnitlulasomsaonunaunu (Replacement project)

Ex. iomsiilasoms#osnussnnsulkisimdua: 1.8 3 uuvin naunusnduidudoiiyasi
Ikdacnulyd 120,000 uin dsymwueld 130,000 uin méisulddasy 20%

duaaun 2

mkuawaus:lusivoslnsonisasnulusuns:uaiduaa (Cash flows) laados
iWuns:uaiduaakasmo (After tax) ua=ns:uaiduaadsutiu (Incremental

Cash flOWS) Gwi’umnmsduﬁumu (v19) douriiu
- dunuviguazsildswlumsduduaiudouii
- sudousinuatirdadiedoutivn
= EBIT douiiiu
- masulddoudy
= rlsonmsdudiusiugns (NOPAT) douiii
+ sudousimuazsidadiwdouliy
= ps:udvudaagansonmsdniusiu (NOCF)
\_ doutivoinlasomsaonu
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duaaun 3

Us:uumsanuidsovoons:uatduaainniaiozlasuoinlasonis

= J“i
gudaun

o S J‘ -
mKuadasinadauunuindasnmsoinmsaonu (Required rate of return: r or k)

r = R; + Risk premium
r = Weighted average cost of capital (WACC)

-
gudaun

ficaans:uaidudaildoinmssiusrulududoun 2 drsdasimadauunui
doomis (k) nldonduaoui 4 1Wuyasidooiu (Present value of cash
inflows: PVIC)

oot B
gudadaun

wWssuiisuisuasnuisuusn (PVCO) luduaaui 1 Auyasidoalugas
ns:uaduaa (PVIC) lasldinatalumssinsizidiog
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» Payback Period (PB)

* Discounted Payback Period
* Net Present Value (NPV)

* Profitability Index (PI)

* Internal Rate of Return (IRR)

\

“srgzioaiiniadiozdos [ intudimsdadulo
5 wialkns:uasuaasu [asomisiiiooaszezioan
anssouownlasomsaonu | AunuiSokadunsiii
Gsurmfuiduaonunvau” | aowiaulondn

avudguns:uasuaasuidhalnavaaasariol

doidy
- lishdodoyashwooducnuoal
- lilalRaswaulons:uaiduaano:inadukdsosanfiunuuads
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- B

“yasidoguuansyav
yashdooUuns:uaduaa NPV = PVCI - PVCO
= . - - yashdoaUuidumsfaaans:uasuaadoy
SUO'Inl.!aﬂ'lUOQUUﬂs-ua Saswacouunuidooms (r)
wuaaae”

- S

|l =1 [nsomisasnuansnasious:lusiiansiduyash
4 o= JoguUuvaons:uaduaasuansimiussSauinniyas
intufimsdadulo NPV >0 ! Uoaiusoon asug !
: | JogUuzasiSuasnuisie
’ uaaslkiRuiiofaonuozlasuus:lvsiiiukso
vInn3wmadauunuduchiidooms

4 N Net Present Value Formula

NPV = PVCI - PVCO —

yashdogUiuidumsfiaaans:uasuaadoy . ‘

Sasiwacauunuidaoms (r) CE y
NPV = Z+ - Initial Investment

- ), (1+1) x
1] 8
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Net present va e Insomsaonus:szioar 3 U ilisuasnuiSuusn 1,000 uin lasins:uaisuaasuoin
misaonus:k310UA 1-3 fie 400, 600 ua: 200 vINcAIGU KINSasIWadDULNU
msaonuidoomsiiiiu 10% ciol

Year 0 1 2 3
Cash flows -1000 400 600 200
Discount
factors @10%
-1000.00
363.64
495.87
150.26
9.77

Positive NPV

[T I - - e ~N
.-ﬂ'IQUIUO"nn'I.SIUSilUInUU i PI = PVCI
dasrdous:karonaus:lusi PVCO

ﬁ.‘[c‘igu (PVCI) ﬁu"auaor!u yashdooluficaans:uaouaadoy
Zurﬂson']s (PVCO)" . Sasiwacauunuidooms (r) )

| Iasomsaonuannsnaswus:lvsilainukso
PI 2 1 I vinnsuSuasnuiswldideriivuiiuiSuasnu 1 vin uaas
| likudowaonuo:lasuus:lustiiiunsouinnsa
Wadauunududiideoms

intuninisdadulo
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Iy

“5asiwacouununldlumsicaaide NPV
kasJooUuvaons:ualduaa A posive

1% yashdooUuvaons:uaiduaasun /
maaro:lasu (PVCI) v yash 0 ,
- - 2. ° Cost of capital %
JooUugasiduasnuinsislu (PVCO)
“aﬁn Negative
|’ ---------- Ql saswadauunuildsuoinlasomsisuriukso
intufinisdadulo IRR 2 r | minnsidaswadeuunuideomsoinlasoms
| ! uaaslkiZuiiofasnuozlasuus:lvsiimnuksouinnsn
Seeeceeee-- Wadauunududiideoms
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1. aswkmsuazdoduiiinadomsdadulolasoasioisunu

2. msmikualasvaswisunuthsune
3. dunuyavdunu

¢ dunuyadudazukasidunu
¢ AuUNUNIIDABNIINKUN
(Weighted Average Cost g
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- —
Kudu
Liabilities [asoasoi3unu
>- Capital Structure

1Julasoasromssansunus:e:e1oi
uaadiivdouds:naugasuKsdsidunu
s:k3wkiFuiudouzaadizos log
fiomsozimsimuasunaslasoaso
13unuiwkuizauiiga (Optimal or
Target capital structure)

Low leverage High leverage

fivr https://corporatefinanceinstitute.com/resources/knowledge/finance/capital-structure-overview/
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~ Leverage Ratios - Consolidated
~ Comfortably maintained below Bond Covenants

CP ALL Net Debt to Equity Bond Covenants *

Year Net Debt to Equity
3.21x
2.95x 2015 5.0x
2016 3.5x
2017 2.5x
2014 2015 2014 2017 2018 2018 onwards 2.0x

Remark: Equity as per bond covenants shall be adjusted with defered
taxes. Adjusted net debt fo equity are marked in red above.

In 2018, the Company repaid matured debentures of Baht 14,747 milion and, as of 31
December 2018, the Company had a total outstanding debentures (including perpetual
debenture) of Baht 160,877 million.

As of 31 December 2018, net debt to adjusted equity was at 1.04x vs. bond covenant at 2.0x.
In 2019, total amount of debenture maturing is Baht 22,994 million. On January 2019, the
Company had issued a total of Baht 15,000 milion ordinary debenture to repay matured

debentures. fin https://www.cpall.co.th/wp-content/uploads/2019/02/CPALL_Presentation_FY2018.pdf

-+ ukd@vdunuudazusardununomsiSunandivnu ns
1. mlkfomsiddunuiioinds | rkuodadousunuluudazusasisunu mikdunudo
govlsunudiiaa  wasnovthkinuandiviiu
(Minimizing weighted - minldusasiSunuoindsuvasidrvaoiisounasidaso:ii
average cost of  dunuiadgyadisunugogaiiiudasiwacouunun
capital) ~ 1dwasdaomsoinmsadnu
2. ﬁ1?ﬁﬁon1sﬁqasi1u1u§1n1 -« msldukadoidunuoinmsiduo:mikaswdoomsidunu
garavooRuaiiygonga | owidrweviiosas Usznounuus:lstimombozrlii
(Maximizing market  dunuidunuiadsding
value of common ~ + doliu Jadoukiizudodunswdsovimlikdunuiads
stock)  dhga #o [asvadrosunuidnaa (Optimal or Target
~ capital structure)
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A company

Investment dynamics

Capital Structure Risk Return Ownership Performance
Low risk Temporal
No ownership
rights
High risk Ownership Permanent
righ

Cost of Capital

. Optimal Capital Structure

»

Debt f Total Capitalization

-

WACC
Cost of Debt (ryx (1 —1))

Cost of Equity (rg)
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The weighted average cost of capital (WACC)

Cost of Debt
""""" |

1
x Debt :
Debt + Equity :

1

_____________________

Where

Ke = RFR + (Beta x MRP)
Equity = Market value of equity
Debt = Market value of debt
Kyat = After tax cost of debt
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Cost of Debt
6%

Less 30% tax L

Cost of Debt
after tax
4.2%

Cost of
Equity 15%

X = Cost of Debt
Equity 1.05%
WACC
N Weighted Average
Cost of Capital
12.3%
Debt Weighted
= | Cost of Equity
11.25%

WACC — Weighted Average Cost of Capital

Debt
25% Weighted

Cost of Debt : k;

Cost of Preferred stock : k,
Cost of Equity :-

« Cost of Retained Earnings : k;
« Cost of Newly Issued Common Stock : k,

+
+
l
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e all

guonamuumsidu

k, = dasraomduiSun
Cost of Debt : k|

dunuzookiikdoma l kd adsiaan lUU“ll“OSOUQOHun

IRR K82 YTM ’
After Tax Cost of Debt : k.,

aonas skl (Kui)

r

Kyat = Kq(1-t)

(29819 Kuiyasi 10,000 vinary 3 U Sasraenids 10% rkuadizasmisnnd

e 1 E e b2 | ] :
KInFavnudrwdaiunlusimdaluil

nsnifi 1 9,519.80 un k = %
nsnifi 2 10,787.30 uin k, = %
nsnifi 3 10,000.00 uin k, = %
G29810 sndredwioduanudilsildsnslumsaondiktheiud (f) v 5%
nsnin 1 k, = %
nsnin 2 k, = %
nsoin 3 k, = %
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D wuluwacdelzooRuysuans
Cost of Preferred stock : kp [L® {?ﬂ { p———"

d29819 Kuysudnsyashua: 200 vinmikuaseduduwaludasi 4.5%
KInaonudrwdoRuysuanslusinudaznsnidalud
nsain 1 170 win k, = %
nstin 2 200 un K,
nstin 3 225 vin k,

nono
X

Cost of Equity

Method #1 (Dividend Companies)

Cost of _ DPS ﬁ
Equity (Ke) = MPS sl | —4

Method #2 (CAPM Model)

—
ERI) = R() + B [E(m) -R(] (S8
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Example #1
Let’s try the calculation for Cost of Equity formula with a 1st formula where we assume a company is paying
regular dividends.

Suppose a company named XYZ is a regularly paying dividend company and its stock price is trading currently
at 20 and expects to pay a dividend of 3.20 next year has following dividend payment history. Calculate the cost
of equity of the company.

Hence
* Cost of Equity Formula= (3.20/20) + 1.31%
* Cost of Equity Formula= 17.31%
* Hence, the cost of equity for the XYZ company will be 17.31%.

Growth Rate

[
[ 4] A 4 >~ X v f| =B3/Bp1
1
2 1 3.00 A B D
5 2 3.02 D dend 0
4 3 3.05 L 4
5 4 3.11 1 = x
6 5 3.16 2 1 3.00 NA
7 3| 2 3.02 -B3/82-1|
DPS for next year = 3.20 4 3 3.05 0.99%
MPS =20andr=131% 5 4 3.11 1.97%
6 5 3.16 1.61%
7
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Example #2

E(Ri) = R(f) + B[E(m) — R(f)]

CAPM Beta is a theoretical measure of the way
how a single stock moves with respect to the
market, by taking correlation between the both;

market represents the unsystematic risk and beta
represents the systematic risk.

X Y Z
Risk Free Rate 3.00% 3.40% 4.00%
Beta 1.11 0.98 1.4
Market Return 7.00% 7.00% 7.00%
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STEP 1

STEP 2

[E(m) - R(f)]

X Y z
Risk Free Rate 3.00% 3.40% 4.00%
‘Beta 141 0.98 1.4
Market Return 7.00% 7.00% 7.00%
Equity Risk Premium 4.00% 3.60% 3.00%
Rf + B [E(m) - R(f)]
Risk-free rate + Beta(Equity Risk Premium)
X Y Z
'Risk Free Rate 3.00% 3.40% 4.00%
Beta 1.11 0.98 1.4
Market Return 7.00% 7.00% 7.00%
'Equity Risk Premium 4.00% 3.60% 3.00%
Cost of Equity 7.44% 6.93% 8.20%
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