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CAPITAL, AND
CAPITAL
BUDGETING
Components of
Cost of Capital:
The cost of
capital can be
either explicit or
implicit. The
explicit cost of
any source of
capital may be
defined as the

discount rate
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that equals that
present value of
the cash inflows
that are
incremental to
the taking of
financing
opportunity with
the present
value of its
incremental cash
outflows.
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terms, and more
with flashcards,
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other study
tools.
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A Refresher on
Cost of Capital -
Harvard Business
Review

CHAPTER 13
RISK, COST OF
CAPITAL, AND
CAPITAL
BUDGETING.
Answers to
Concepts Review
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Thinking

Questions . 1.
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No. The cost of
capital depends
on the risk of the
project, not the
source of the
money.

chapter 11 - the
cost of capital
Flashcards |
Quizlet

The cost of
capital for a new

project: A) is
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determined by
the overall risk
level of the
firm.B) is
dependent upon
the source of the
funds obtained
to fund that
project.C) is
dependent upon
the firm's overall
capital
structure.D)
should be
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applied as the
discount rate for
all other projects
considered by
the firm.E) [...]

The Cost of
Capital
Answer: In
financial
management,
the cost of
capital is used

primarily to
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make decisions
which involve
raising new
capital. Thus, the
relevant
component costs
are today's
marginal costs
rather than
historical costs.

CHAPTER 9 The
Cost of Capital |
1pdf.net
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CHAPTER 15
COST OF CAPITAL
Answers to
Concepts Review
and Critical
Thinking
Questions 1. It is
the minimum
rate of return
the firm must
earn overall on
its existing
assets. If it earns

more than this,
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value is created.
2. Book values
for debt are
likely to be much
closer to market
values than are
equity book
values.

Ross, Chapter 12
Cost Of Capital -
SlideShare
answer: in

financial
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management,
the cost of
capital is used
primarily to
make decisions
which involve
raising new
capital. THUS,
THE RELEVANT
COMPONENT
COSTS ARE
TODAY'S
MARGINAL
COSTS RATHER
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THAN
HISTORICAL
COSTS.

Chapter The Cost
Of Capital
Weighted
Average Cost of
Capital (WACC)
The weighted
average of all
component costs
(debt, preferred
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stock, and
common equity)
most firms use
several different
types of capital -
each have
different risk
which then
creates different
required rates of
returns

CHAPTER 15
COST OF CAPITAL
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For the
organization
borrowing the
capital, the cost
of capital is the
cumulative rate
of interest
(usually derived
as an average
rate, combining
all capital inputs)
applied to the
borrowed capital

to fund a project.
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Fm11 chapter 9
The Cost Of
Capital -
SlideShare
Chapter 9. The
Cost of Capital.
(def) - Cost of
obtaining money
to fund asset
purchase - use as
estimate of r
(discount rate).

If we can earn
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more than the
cost of capital (r)
from a project
than company
should
undertake.
Accept Project if:
actual return >
cost of capital
(r).

Chapter 9- Cost
of Capital

Flashcards |
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Quizlet

The WACC is
calculated by
adding the
products of the
cost of equity by
its capital
structure weight
and the cost of
debt by its
capital structure
weight. If the
firm is financed
by preferred
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stock, then the
product of the
cost of preferred
stock and its
capital structure
weight must be
added to the
equation.

CHAPTER 6 COST
OF CAPITAL-NF -
sfmclasses.com
Chapter 9.

Category
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Education; Show
more Show less.
Loading...
Advertisement ...
Ch-5 Cost of
Capital part 1
For B.com Delhi
University
-Financial
Management -
Duration: 27:40.

Chapter 14 The
Cost of Capital -
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Texas Tech
University

The Marginal
Cost of Capital
(MCC), which is
sometimes called
the Opportunity
Cost of Capital
(OCC) or
Weighted
Average Cost of
Capital (WACC),
tells us how

much we are
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paying for our
financing. This
will help us
determine the
required return
for our
investment
projects.

Chapter 10
-Marginal Cost of
Capital -
Business Finance
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cost of capital.
firms average
cost of funds,
which is the
average return
required by firms
investors. it is
what must be
paid to attract
funds. required
rate of return
(opportunity cost
rate) the return

that must be
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raised on
invested funds to
over the cost of
using those
funds (making
the investments)

Chapter 14 Cost
of Capital
Flashcards |
Quizlet

CHAPTER 14
COST OF CAPITAL

Answers to
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Concepts Review
and Critical
Thinking
Questions 1. It is
the minimum
rate of return
the firm must
earn overall on
its existing
assets. If it earns
more than this,
value is created.
4. Interest

expense is tax-
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deductible.
There is no
difference
between pretax
and aftertax
equity costs. 5.

Chapter 10
Though there is
typically a
distinction. “At
most companies,
the cost of

capital is a
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mechanical
calculation done
by the finance
people. Then the
management
team takes that
number and
decides on the
discount rate, or
hurdle rate, that
you have to
exceed to justify
an investment,”

he says.
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Cost of Capital,
Instructor's
Manual

9 - 48 A Project-
Specific, Risk-
Adjusted Cost of
Capital Start by
calculating a
divisional cost of
capital. Estimate
the risk of the
project using the

techniques in
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Chapter 11. Use
judgment to
scale up or down
the cost of
capital for an
individual project
relative to the
divisional cost of
capital.

CHAPTER 14
COST OF CAPITAL
- Auburn

University
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The Cost of
Capital: An
Overview *TheFir
m’sCostofcapitali
sthevalue-
weighted averag
eoftherequiredre
turnsofthesecurit
ies thatareusedt
ofinancethefirm.
- Officially refer
to this as the
firm’s Weighted

Average Cost of
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Capital, or WACC
. *Most firms

raise capital with
a combination of
debt, equity, and
hybrid securities.

Chapter 14 Cost
of Capital -
QuizPLus
Chapter 9- Cost
of Capital. A
company expects
dividends this
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year to be $1.10,
based upon the
fact that $1 were
paid last year.
The firm expects
dividends to
grow 10% next
year and into the
foreseeable
future. Stock is
trading at $35 a
share.
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