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The weak-form of efficiency: today’s price reflects
only information on past prices.

P, = P, + Expected return +Random error,
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The semi-strong form of efficiency:
today’s pricereflects all publicly
available information.
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The strong-form of efficiency: today’s
price reflects all information, both public
and private.
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pay
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The statement of cash flows

Operations
Net income
+Depreciation
+

S

s in assets and li
-Accounts receivable
-Inventories
+Accounts payable
+Accrued expenses
+Notes payable
Other
Total cash flow from operations
Investing activities
-Acquisition of fixed assets
+Sales of fixed assets
Total cash flow from investing activities
Financing activities
-Retirement of debt(including notes)
+Proceeds of long-term debt
-Dividends
-Repurchase if stock
+Proceeds from new stock issues
Total cash flow from financing activities
Change in cash (on the balance sheet)

~

Cash flow In finance

Cash flow of thefirm
Operating cash flow
EBIT

+Depreciation
-Capital spending
Acqwsm on of fixed assets

<—change in Net working capiial

Net working capital thlsyear
-Net working capital last year

Total
Cash flow toinvestorsin thefirm
Debt
Interest

+Retirement of debt

-Long-term debt financing
Equity

Dividends

+Repurchase of equity

-New equity financing
Total
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« M4%n (EBIT)

History statement
EProjection ratios [ | mRational am

M Rational assumption| | ®Accounting equation

Revenue, cost and I)'\bj' Future Balance
expenses proj ection - % S—
jﬁ Futurelncome
J vL ¢ L = statement
I nvestment budgeting v ﬁ Future CF
jylu statement

Capital Budgeting || Net working Capital

Budgeting |
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