					CHAPTER 1
Financial Manager- Goal is to maximize value of firm
· Critical role in any enterprise, makes decisions about product development and launching and deciding what profits to keep, how to return profits to investors
· Make investment, financing and cash-flow needs.
· For investment decisions- weight the costs vs the benefits of the project. Determine which projects are in the best interest of investors money being used.
· Financing decisions- whether to raise money by selling stock or take on debt(borrow)
· Cash flow- Ensure firm has enough disposable income to meet its obligations / manage working capital
Financial Institutions
· Provide financial services like making loans, managing investments and taking deposits 
· Combine more than one type of institution
· Roles include moving funds through time, from savers to borrowers and help spread out risk-bearing
Three types of firms- Sole proprietorships, partnerships and corporations
· Sole proprietorship – 
· Owned by one person with very few employees. EG- SMALL BUSINESSES
· Owner has unlimited liability for any firm debts
· Life of proprietorship lasts as long as its owner and it is difficult to transfer ownership of a sole prop.
· Partnerships- Categorized into general or limited partnerships
· Income is taxed at the personal level and is split according to ownership of each partner.
· General Partners have unlimited liability and either partner is liable to repay. Partnership ends on death or withdrawal. Partners are personally liable for company obligations. Unincorporated business can be run by multiple owners and all owners have the same privileges and rights
· Limited Partnership-  A partnership consisting of a general partner and limited partner. Limited partners  have limited liability (according to initial investment) and no management authority.
· Corporations
· LEGALLY DEFINED AS A SEPARATE BEING FROM ITS OWNERS
· Responsible for its own obligations, owners are not liable
· A corporation is costlier to set up than a sole proprietorship
· No limit of owners in a corporation, (how stocks work). Owner of stocks are shareholders who are liable to dividend payments
· TAX- Profits are taxed separately from owners obligations. Shareholders pay taxes twice as the corp pays tax on profits and shareholders pay personal income tax.
· TAX- CRA allows exemption to double taxing for flow through entities like business income trusts, Energy trust and Real Estate Investment Trust.
· Stock= ownership or equity of corp into shares
· Equity= collection of outstanding shares in a corp 
· Shareholder- owner of share/stock
· Dividend Payment- Payments to owners of a corp’s equity holders made by corp’s board of directors
· Flow through entity- Business where no earnings are retained- income produced goes straight to investors
· Income trust- Holds income-producing assets or holds all debt and equity securities of an income producing corp
Corporate Management Team
· Stockholders elect board of directors who make rules on the operation, policy and monitor performance of the company
· CEO- runs the corporation by implanting rules and policies given by board of directors
· When the stock performs poorly, the board of directors may replace CEO or a corporate raider can perform a hostile takeover
The Stock Market
· A private organization has a limited number of shares which are not available in the market place
· Public organization has multiple owners as it trades in an organized public market called the stock market.
· Primary Market- New shares of stock are distributed and sold to investors. Corporation involved
· Secondary Market- Shares of a corp are traded between investors without corporation involvement
· Bid/Ask price- Bid price is the highest price one is willing to pay for a security whilst an Ask price is the lowest price one is WILLING TO SELL.
· Bid-ask spread- implicit transaction cost to be paid to trade quickly 
· Limit order is an order to buy a stock at a specific price, trade will not occur unless stock reaches agreed price. Market order is to buy a stock immediately, taking the best ask price already posted. In most cases, purchases occur at the market order price (higher price) and sold at bidding price (lower price)


Financial Cycle- Circle of Finance
1. People invest and save money
2. Money flows to companies through stocks and loans, this is used to fund growth, generate profits and wages
3. Money returns back to savers and investors through jobs, partnerships, selling securities etc.





