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This video discusses the importance of financial management, which concerns the acquisition and investment of funds within a company.  Finance is the study of how to make good decisions that involve money.  Risk and return are key concepts.  Analysis and decision making are two functions of finance.  Finance includes corporate finance, personal finance, investments and portfolio management, financial markets and institutions, and public finance.  The video gives an example focusing on the food business. Financial management is defined, including acquisition of funds (i.e., borrowing and equity) and allocation of funds (i.e., investment in working capital, fixed assets, and paying dividends to shareholders). The goal is to increase the value of the firm or shareholder value of equity through wealth (not profit) maximization that takes into account risk.

Questions:

1. How does finance affect business activities within a firm?





2. What are two key concepts in finance?





3. What is more important to financial managers – wealth or profit maximization?






4. What is a definition of financial management?





5. What does acquisition of funds mean?




6. What is allocation of funds?
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