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. aidty Preherenceahes to tho remuum 
that eatth Aeldors domand o enchanging
headin Acad meney 04 bank dipesits es 
saneNen-kianid aaseiB &UCh geveunmet
bends9t sejeza to he selaluenahep bebween
the qLanlily o MOneY_[lukic Uhes tb holad 

and ihenteestza.
So, hiaherLiterert iaEA ane ejjeredinvetz 
geu uauiddy i n emchan4 Gei hiqha atis- 
Enample the nleratAats aL ztiing aad 
bond aNLAalng ainvester may sul_ 
*hois ow payin� bods andbuy higher 

payna bonds02hold onto he ~ash and 
Aa be an Len Jetea ian e Aetn 

ash and 

slng esexenal nswiancecompanyiis An 
9ndia is net 'hikej toahsect thei diddond 

peti Insuance ndusthy in'gsoweng 
&tagc India Jhe insinance cOmpanids 
ulNsehea to Mest loiauuality phyecla 

nd qe athas than dishibtng phogith 
o9think duxidend peiicyall iT b 
afeded 
A Kiak ManagmLnt hregsamCan se aeclid 
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by conhictE ntereat. Ahareholders e the 

Company would want to marim i then 

harehotden wealth and weuld desine the 
company to take moe Auks ard qrew b 
Anvestun tn MsKy hecs Howwe Manags 

ethe companyand Jondos npuld want 
Ao tei be uk anerse by investung in l2ss 

Aisky4AoRcls. ren tht terdert-This u becauus. 
manages want job seca and lendos 

want shoat-tim eangs Bo that company 
can pay o thei debt. So, it athects 
Ask manag emet PADhanm etheCompan 

WOuld 

3.Jacto inuuncing ti diidend poicy e 
company 
.stock Maaket : Tke dis play ignificant

adiense' aiaduen to anoiin
menti o 
divdend cuts, Managevs therehere nd to 
Censewatusm Ljood HearsParliclarly 

nciyclical industies and o dmaller 
COmpannes
Lan have &tgnigicant hepercusstons toL 

a lompany's manhit aating and its 

capaidy o Aaierance 
. zh Keseves : Ompanls, 

cash ieserve3 thatHear a takeSen uLd 

A change n diidendpeliey 

wth large 
well dibobue qenerOsy to boUh 

encourage bhárlhetdis. Leyalty and limut 
the sizé o cash -file'. Howere, a 2ash 

le s 2e2n'a3 iseakness by thesharehslder 



3:a_Lempanies tUh a Jange Nhonoluoa 
on-tax poayna hacholdirs may heel 
it anhAeNiate to disbubuilo alazge paepsetion 
eaiungä 

GAeuth ebpounite3 Ompanies inhigh- 
ewth Anduucea may ind hat 2 

demands e caital hnestnot o 
mnurlaun comcltie i adantagi enceed 
thes capact to boANGw en Baisjactoy 
tma and may nekn to pay Aow diidends. 
Aathe than makungeauAt iights L3sues 

5taoilit and consieacs :8inae companies 
cth hiGh dividend pelicias tends te ataad 
Anvestons whe8eokiugh paOuts and 

biilanly ze ow diidends policios & 
eerencas ) an moe om en Calng0y Tb5 
he_othen caiise adveisemahet 
ALaction as investohs Seadust the 
Pottolio 

4Majer Tyne busuhes entills ase 
Sola Paopolenshup tnershipand Lerpora 
uinted Compan 

aatieaskip dimeld Se 
aemiutoukp ompany 

Qwnuship dinglr enos| latns cunShazeheldes 
bustnOA um busunesA 

1nliited unliidnd|ndud 2iad 
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5. emthe peid o vlew e minumzing te-tar 

eLmout sete thade weuld e the erti 

ahat he should ont ecause in &elee 
dhades ony pensonal taxs hare t e paid. 

umdte 
D be aid n addituonal ti taA paymeris 
Dn hesonal bhase e hekits. 

e umiled Company, Loiposallon ai has 

G. Modiqilani and Miller's inelevance pnopostiovn 
Jt states thatt tho markst value, e à cempany 

Coietucatulaed as he resentt value 
its 
ssets and s independet e dtcanita 

uctiii: ith centaun assumpuëns in 
place, t s nAleNant whethe a cempan 
enance3 i gesth by bosNUng , by 

Lssui na 8tock 8hares, g 

ute earnuigs iand ts tindorlyun4 

nvestina 
. 

Woaking
duheae 

Cantal - Workung cantal the 

etween aLempany's Cwrnt 
assets such as cash, acceun AACaivale 
Custemer's unpaid biuls and. inventorins 
e Aa matiials and tinished geeds geeds 
and its wient iliabldes' 8uch as 

accounts 'payaba and dosts.. 
Tinod Captal Ined capstal is Ae valie" 
captal assets avaulable ta broduduon 
at a wer pout in Jime: EAample: 
dwelling, othe buuldung stoucturs, machunery 
and eauupment, weapen systen , eté. 



S.iconemes e Acale hèy ae cost advantagea 
ALaned Jy cmpannes When phoduchana sno 
be comes cient This can be ackieed by 

Cempanies yncaLasung aoductieA and 
|AowAAtng cost A busnes size is ielatad 
to eceiemies Scale_laqc cOmpanis wrll 
hae mere cotsaiings ånd hughe lasels 
e paoductuen 
both itexnal ard eateanal 9ntinal economuns 
LaAL causedetj acteLs krlhun e single2 
Lompanus whiledeanal Lacteis atet the 
entue JndilsDY 

Econemuds eScale an be 

1 a AensLeN d has ID hept L inancial 
pesiton eneay pea tmaye mee At 

to vésy 3het-tem investment 
Jesaes athea than if had eptid te 
AepeAALng nl ANe Thaee yeas Iha 
Lehseqences eths miakt be to orce the. 
4nd io insest in_LsL elatile dsset 
des ader oAeduce. tho husk e^ hasing 

hepent a peo inancial pottLen.SE 
mught dhesefese reaitt_in he und inesung 

es heaNLly n eauiluni and pGA`Ldy_alss 
ARSA heany An leng-tem bends 

1O Üon 2 becau of &OLS_areraLon teonle 
meeLensile to eAses han qang al 

damemagnlido so, nothin� happehs Pphs 
then t wouldbe betdex 
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14. Cests eh holding butter inventory|stock 
goods 

Reduces awailate cash lo 
hiHing 
Joad tb he eutbec unventey baing 
wasted 

Cus temUr demand Can 

3 9nventey Taks up space Thi& 
to na entpense to tho Cmpany 

4Reduces. thepotuntual tetuwis hat 
could have-fioidodik. the cash 
was inwestaol Lather thanauter 

anveto 

Lnads 

be 
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