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G liqudity pec fexeoce 
Liquid't proe fesence oelas to #he Te la tionship beluieen the quahits of 

mone the public wishes to hdd and the iotereg ode 

Tn eto wosdS, t is Ahe pvernium ret nalthholdes demond for 

Exchonqing oeady mones exban tng safe, non -liqyuid asseis Such og 

AoueTmeoH bond S A iS monej d erand as meusud thougr 

i uidity 
Ez.A hree-ye àeNes mt bond mnt pay 2 interest ohe, a l0aT 
Anllesment bond. may Sioteoest octe and a 30-eas govesne 

bond may pay 7: interest rate, 

te an inNeSIs to Sacafice liquidit,hey muST TeceNve a biahes aie 
of otedest 

g2] 
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S 3 he facto that influcnce the divided poliay oB a Compan

StocK Markets 
Stn 

ket is an indt cator o the (ompanuS peskos mance 

nd Cuto Thevefose they oe eoeact acdveoselyto he noice ok dividend 

COn Se oN ho dividend 
A Aehp he oe hos e ma nagerS tenc to CoOs 

in Ahe amd yeasS 
ae io he_dvidend policq Can have a mjos impact na **** 

npanyS masket aing and Hs capaity to USe inance 

2Tax 
panhvealaraeropoy ho of invesios S she eolde. Alho 

pany has 

ClonEpay tazes ie theix in come connes inhe 

2 Taz. 
t he_ Companies have a lay ae osoportion of non-1a paying 

Shareholcess , then tre y Should distaibuBe divi dencd S. his is because 
thelx ioCome iS belo the torr-tse e dinicderd limit 
IWheseas n the othes å side, dividends Should not be disttibuted i he la ce_propostion of SharseholdeS se taa ed In his Scenasio pofits Should be oeinvest f d 

3. Cash Reserves 
Companies which have a huce ca_h pile ase vulnesoble to a takeovet TF he companu has a huae cash pile, and ro other iouegimentoposuntties Ahen hey ghould disitibute dividends. 

A.Gsowth 
Conopanies In hiqh: goh indusies have huqe Captal sequivemeMs and instead ot boSTOVinc H \S bester oseinvest 4ne otsut P- this psefex paylo os no dividend 

AS inueshorS who iny es* in hiGh-Crouh Componies dont eP adividend Pauinqdiwidend Conbe a Son thal the (orpany does o hae growth oppostue iheS 



5 Stabiliy 
Thc clividend poli(y o} ons (ormpony Shoud be shobje and (onssentAs 

Componies who pay dividends and uho do not p or pa lo divderds 

ottrad a peikc sel c investoaS y chongen he d idend poliy 

uibhave on advesse efled on the renrej h as he nveshy 

i Swich Ao rompune hich i he (Titepo 

The mcjor tjpe o businesS entithes ave as follows'- 

Sole po poietoship. 
Pas ineship 
Limited Companes 
Lim Hed lablity posinesship. 
Ovanes ship 

Scle psopietor Ship is a tosm o business which is owned maruged and 
Single 

tooho llec by ae individual 

2 forinesship is a fovo o business which iS ownfd bu one or rore 

3 Limited Company s a tos m ot buSiness which has aleGal idett Sepazate 

Frm the 6uners he Shavehdders ave the ouness ot he compeiny 
Limtedliabiliby asnesship is a osm ot a businesS hee two os mose 

membes S . Ihese ave no ghaseholdess 

Liabilit 
The Sele propsie tor has unlimited liabilitye t the busnesss asseis axe 
not Sufhicient to coves its liabilities then he Se hande S personal propes 
Can be Sold to meei the leabi iies. 

2Payner s_ a oinesship Rem hae unlimitfd liability 
he shaseholdess ie owners of the limitec Company have imite 

he members of a limied ltability parine, ship hove a imicd lisbiltie 
the ltolsllty is limited to the capital invesied by them 



ele does does not have a scpate aal idernib. deri t 
fgol Staus 

2 fbshe shp frm dees not have a sepomatC Iegal identi t fron 4 

A A limted lobilty_paminev ship is a sepomate lCq idenhit. 

5 Sole tra der Sole props.etovship is a bussinesS fom h kh is oin 

the 

otnesS 
A limed (ompans has a sparae ICoçlidentig 

h ch is oWe red 

he managecl md (ontolled by an individua who beaus all ths r 

Ond enigous ihe_pautts 
onpauny is a Sepavcte legal identi by from S own er 

2A Sole duadev paus a oma lncame tad. Ihese iS no Seg 

r onusines pmhl 

ee he emplouees have to pay in Cne tcx es cn their Salone 
Ond Shareholder.s_pay ta7es on divid encls

n imited (ompanu has to pay_a Cozpoate taz n heis panfts 

porae tares are highex thon peSonal in(ome foxMoTEover 
ate iaKing a Salasu, the sea employee os CEo ot the Com pany hc 
pay a perscnal AGz. 
heekorE bu Keepnq ooly the m ovim ízinq he 4cx amount nmind ole propse hor ship S the tdle choice. 

Modialani ond Millex S irvelevance propea tes Capital Sizucluae Televance heovy Capital Siuctuse_does nct atfecd the mas ket vailue o ihe CompanAhe markel alue of he Cempcany S affeded bythe nestmeod decision that Ahe linone Manace wald HalkLe g wald take Ma alani ond MMles s SeCond ivelevance propositHon is 
he expecied saBe o be tuon on the Canmmon stpck of a le weyacea 

Common stock o a le ie 
m nCeases n poopostion to he debt-equib atio 

Neraged epoe SSed in mar kel value ecuibatio 
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S1 MlorKinq Capital 
Aalor kinc Capital s Calculated by Subttachnq Cussen licblities ron 

(Corrent a ssels. 
)wlorKinq apital is he Cap lal bequibed to he day to da 

functionim ohe business 

A cestain level ot liquiditu is Tequied by a bu siness to 

SutvinC which is povided by he tmk inq (apitod 

fixed Capital 
Gxed Capital includes -he lom-ferm apital stucture ond ae 

a ssets Ke paopesHes, euipment ek hat a buSiness nerds to 

OpeTate 

2Fixed Capital is the value d CapiBal a ses which ote aailable 
D edu(Hion purposes 

6Eonomi@s of Scale_ 
ECcnemie S of Scale aue Said to be achieved when moxe unds of gods 

C SeviCeS Can e pmduced on a lasae Scale witha lon avEKegE 
tewer input (ostsS 
2) Tse feos to ihe Cost advantane experienced by a titm shen A incgea ses 
ts level ot oudput 
3 he advantaae_asises beCause highes the quaptity ot output pEOducel, 
A lover iaill be the pes-unit fized Cost 

) hese cost adva nicaaes arse ezpeoieoced by he ivm when ihe pnducion 
psoessbecome eftdent 
hese economies_of Scale Con be both inlesnal ard ezdes oal. Lnte rahol_ 
EConpmies of scale ase Causalby iacorS ithin o Snale Compiny 
while ertesngl tuctos affect the entiee indusia, 
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Dnto 
oHe cods d holdinq bulter inentolsock of qoccds An octi mum stacK ot cds Sheld be main taina to coane 
Smoot uncthonnq of the business 

Cxhese ase Some Coss te holdn butlea invertoxl stock of gods. Havnc a biBler shck ie eacess Stoc 
menshcr much cash 

nd may aflect he liquid ihs postHon ohe (ompany/ 
topped in inventay 

buSines S 

2 MoseoveT,i bisress inaTS additional expense an Stosaae of these thEiT 
as well as insurCance. eeaa Qmds 

he bufes SaCk may be domes aet damaqed, Stolen or obso lete e se, the buSinegs beass ihe zisk of that as wel. 
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