Solutions Manual

for

Principles of
Corporate Finance

Tenth Edition

Richard A. Bredey
London Business School

Stewart C. Myers
Massachusetts Institute of Technology

Franklin Allen’
, University of Pennsylvania

Prepared by ,, .
George Geis
University of Virginia

UNIVERSITAT

LIECHTENSTEIN
Bibliothek

M McGraw-Hill
Shlkel [rwin




TABLE OF CONTENTS

Chapter
Chapter-
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter

Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter

1 Goadls and Governance ofthe Firm.................... USRS URTPPUSRO 11
2 . Howto Caculate Present VAlUES. ... 2-1
3 ValuingBonds.................................. e e 31
4 The Value of COMMON SIOCKS. ... oo 4-1
5 Net Present Value and Other Investment Criteria. ... 51
6  Making Investment Decisions with the Net Present ValueRule ... 6-1
7 Introduction to Risk and REIUMN ... 7-1
8 Portfolio Theory and the Capital Asset Pricing Model................................................. 81
9 Risk and the Cost of Capital.................................................... U URPPURPPPS 91
10 ProjeCt ANBlYSIS ..o 101
11 Investment, Strategy, and Economic Rents ... ... 11-1
12 Agency Problems, Compensation, and Performance Measurement ...................................... 121
13 Efficient Markets and Behavioral Finance.................................. . 131
14 An Overview of Corporate FinanCiNg ... 141
15  How Corporations ISSUe SECUMtIES. ... 151
16 PayOUL POIICY. ..o oo 16-1
177 Does Debt Policy Matter?. ... 17-1
18 How Much Should a Corporation BOrrow?. ... . 18-1
19  Fnancingand Valuation ... 191
20 Understanding OptionS...................l TR 20-1
21 ValUING OPLIONS ..o e 21-1
22 R8I OPtIONS . ..o 22-1
23 Credit Risk and the Vaue of Corporate Debt ... .. 231
24 The Many Different Kindsof Debt ... ... . SR e 24-1
25 LEBSING . ..o 251
26 Managing Risk..................... OO OO RO PSPRPRPRUPUPRPRRPROS N 26-1
27 Managing International Risks..... ... RPN RPEPRPRPRRPIPROS 27-1
28 FinanCial ANalY SIS . 28-1
29 Financial Planning. ... 29-1
30 Working Capital Management ... ... S TSP P PSP UORPPURUPRPRPPPRPON ,..30-1
31 B OB S 31-1
32 Corporate RESIUCIUNING ... 32-1
33 Governance and Corporate Control AroundtheWorld ... .. RO RUPUTRUPURRPP 331



