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1. Introduction to Corporate Finance:

o Corporate finance is a branch of finance that deals with how corporations make
financial decisions to maximize shareholder value.

o It involves various aspects such as capital investment, financing decisions, and
managing financial resources.

2. Financial Statements:

o Companies prepare financial statements to provide information about their financial
performance and position.

o Key financial statements include the balance sheet, income statement, and cash flow
statement.

3. Time Value of Money:

o The concept that money available today is worth more than the same amount in the
future due to its potential earning capacity.

o Time value of money is fundamental in evaluating investment opportunities and
determining the value of cash flows over time.

4. Valuation Methods:

o Various methods are used to determine the value of a company or investment, such
as discounted cash flow (DCF) analysis, comparable company analysis, and
precedent transactions analysis.

o Valuation helps in assessing the attractiveness of investment opportunities and
making informed financial decisions.

5. Capital Budgeting:

o Capital budgeting involves evaluating and selecting long-term investment projects that
align with the company's strategic goals.

o Techniques like Net Present Value (NPV), Internal Rate of Return (IRR), and Payback
Period are used to assess the profitability of investment projects.
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Cost of Capital:

o The cost of capital represents the required rate of return that a company must earn on
its investments to maintain or increase shareholder value.

o Itis calculated by considering the cost of debt, cost of equity, and cost of preferred
stock.

Capital Structure:

o Capital structure refers to the mix of debt and equity used by a company to finance its
operations.

o Balancing debt and equity in the capital structure impacts the company's risk profile,
cost of capital, and overall financial performance.

Dividend Policy:

o Dividend policy determines how a company distributes profits to its shareholders
through dividends.

o Factors influencing dividend policy include company profitability, growth prospects,
and liquidity needs.

Risk Management:

o Corporate finance also involves managing financial risks to protect the company's
financial health.

o Risk management strategies include diversification, hedging, and insurance to mitigate
potential financial losses.

Conclusion:

o Understanding corporate finance fundamentals is essential for making sound financial
decisions, optimizing capital allocation, and maximizing shareholder value.

o By applying key concepts and principles of corporate finance, companies can enhance
their financial performance and achieve long-term sustainability.
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