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16.1 The Role of Finance and the Financial Manager
· Financial management is the art and science of what?
· Why do all business decisions have financial consequences?
· What do financial managers do?
· Main focus of financial managers.
· Key activities of financial managers.
· Financial planning is the preparing of what?
· Investment (spending money) focuses on ______________________________.
· The financing (raising money) activity is seeking a balance between what two types of funding?
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· In finance, the opportunity for profit is termed _________________.
· What is it called if the investment does not achieve the expected level or return?
· Basic principle in finance.
· What is this concept called?

16.2 How Organizations Use Funds
· Short and long term expenditures.
· What do short-term expenditures support?
· Long-term expenses are typically for _________________.
· Short-term expenses are often called ____________________.
· What do short-term expenses typically result in?
· Important duty of financial managers?
· What is cash management?
· How are cash requirements estimated?
· How do financial managers determine how much cash to keep available?
· What do they do with a surplus?
· Marketable securities are what?
· Three most popular marketable securities.
· Describe commercial paper.
· Other tools available to find short-term investments.
· Challenges of cash management with overseas operations.
· How do financial managers shorten the time cash outflows and cash inflows?
· Three key strategies to collect money owed.
· Accounts receivable represents sales for ____________________________________.
· What does accounts receivable management involve?
· How does technology help companies with their credit and collections performance?
· Benefit of outsourcing.
· What does the cost of inventory include?
· Do managers have different views about inventory?
· Capital expenditures, what are they?
· Why do companies make capital expenditures? 
· What is capital budgeting used for?

16.3 Obtaining Short-Term Financing
· How are short-term loans shown on a balance sheet?
· Two types of short-term loans.
· Unsecured loans are made on the basis of?
· Three types of unsecured loans.
· Trade credit, what is it?
· How is it entered in the books?
· Bank loan types.
· Difference between a line of credit and a revolving credit agreement.
· Another term for commercial paper.
· Why do big companies use commercial paper?
· What do secured loans require?
· Main sources of secured loans.
· Collateral for secured short-term loans is ________________________. 
· Why are they an attractive form of collateral?
· Another form of short-term financing.
· What is factoring?
· Where is factoring widely used?

16.4 Raising Long-Term Financing
· Long-term financing sources.
· Equity financing come from ________________________________.
· Debt financing is __________________________
· Advantages of debt financing.
· Major drawback.
· What is financial risk?
· Describe equity financing.
· What does equity financing give common stockholders?
· Which type of long-term debt is more expensive. 
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· Long-term debt is used to ___________________________.
· Three important forms of long-term debt.
· Describe term loans.
· Bonds are what?
· Interest is _______________________________________.
· What is the principle?
· Mortgage loans are collateral against what?
· What are mortgage loans often used to finance?
· Another source of mortgage loans.

16.5 Equity Financing
· What does equity refer to?
· Who are the owners in corporations?
· How is equity financing obtained?
· Describe common stock.
· First sale of stock to the public is known as ___________________________.
· What does an IPO enable stockholders to do?
· Drawback of going public.
· Dividends defined.
· Stock dividends are _______________________________________.
· Are companies required to pay dividends to stockholders?
· Approach to determining if a company will pay dividends.
· Retained earnings are what?
· What do financial managers strive to balance?
· Differences between preferred stock and common stock.
· Why is preferred stock more expensive than debt financing?
· Venture capital is most often used by who? 
· Who is venture capital popular with?
· Venture capitalists look for new businesses with what?
· What do they expect in return?
· Other sources of venture capital.

16.6 Securities Markets
· Where do stocks, bonds, and other securities trade?
· Securities are what?
· How do corporations and governments raise capital to finance operations and expansions?
· Can individuals invest in securities markets?
· Who are institutional investors?
· Types of security markets.
· Describe the primary market.
· When does the secondary market take place?
· What does the secondary market handle?
· Two types of investments specialists.
· ________________ help companies raise long-term financing. 
· What do Investment bankers act as and what do they do?
· The process is called __________________.
· What is a stockbroker? 
· Stockbrokers are also known as _________________.
· Online investing, who is this popular with and why?
· Can bonds be bought and sold in the securities market?
· Corporate bonds are issued by ____________________.
· Are the secured, unsecured or both?
· Unsecured corporate bonds are called   _______________.
· What are mortgage bonds?
· What are high-yield or junk bonds?
· Who are they used by?
· Convertible bonds allow the bondholder to what?
· Three types of federal debt securities.
· How are they viewed?
· Who issues municipal bonds?
· What type of bonds are they?
· Define general obligation bonds.
· How are revenue bonds different from general obligation bonds?
· Why are municipal bonds attractive to investors?
· What are bond ratings?
· Two largest rating agencies?
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· Other popular securities.
· Describe mutual funds.
· Three reasons investors like mutual funds.
· Why have exchange-traded funds (ETF) become popular with investors?
· Define futures contracts.
· Do futures contracts pay interest or dividends?
· Why are futures contracts considered very risky investments?
· Options are what?
· Why is it easy to quickly lose a lot of money with them?

16.7 Buying and Selling at Securities Exchanges
· Two segments of the secondary markets.
· Difference between broker and dealer markets. 
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· Broker markets consist of what?
· Oldest and most prestigious broker market is the _________________________.
· Why is the New York Stock Exchange (NYSE) considered credible? 
· Who is the NYSE popular with?
· Are stocks traded on the floor, online or a hybrid of both?
· Difference between American Stock Exchange (AMEX) and NYSE.
· Can companies be listed on both exchanges at the same time?
· Describe regional exchanges.
· Where do dealer markets operate?
· How are dealer markets different then broker markets?
· Market makers do what?
· Two parts of a security transaction.
· National Association of Securities Dealers Automated Quotation System is commonly referred to as ____________________.
· What is NASDAQ?
· How is NASDAQ different than NYSE?
· Describe the three-tier market structure of NASDAQ.
· Over-the counter (OTC) markets refer to what?
· Two OTC markets.
· Who do they list?
· Alternative trading systems/
· What are electronic communications networks (ECNs)?
· Who are ECNs most effective for?
· Can foreign securities trade in the U.S.?
· Foreign stock markets.
· Is it possible for U.S. corporations to be listed on foreign stock markets?
· Who regulates securities markets?
· Securities Act of 1933 protects who?
· Why was this act passed?
· The Securities Exchange Act of 1934 formally gave SEC power to what?
· What did this act also ban?
· Describe insider trading.
· What did the Insider Trading and Fraud Act of 1988 greatly increase?
· Other important legislation and what they do.
· Self-regulation, why does the investment community do this?
· The Financial Industry Regulatory Authority (FINRA) oversees who?.
· What does the FINRA do?
· What was the response to “Black Monday”? 
· What are circuit breakers? 

16.8 Trends in Financial Management and Securities Markets
· Key trends shaping the practice of financial management.
· Technology has helped financial managers how?
· What has the SEC done?
· Online brokerage firms are doing what?
· Two key trends 
· Why is accurate financial reporting CFOs top priority?
· What are CFOs doing to ensure board members and stockholders have a better understanding of the company's finances?
· Competition between the NYSE and NASDAQ.
· What are they each doing to try and gain an advantage?
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Prime-quality investment bonds: Highest rating assigned; indicates
extremely strong capacity to pay.

High-grade investment bonds: Also considered very safe bonds, although
not quite as safe as Aaa/AAA issues; Aa/AA bonds are safer (have less risk of
default) than single As.

Medium-grade investment bonds: Lowest of investment-grade issues;
seen as lacking protection against adverse economic conditions.

Junk bonds: Provide little protection against default; viewed as highly
speculative.

Poor-quality bonds: Either in default or very close to it.
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