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Capital Budgeting

GOAL OF THE FIRM

Maximize sharcholder wealth or value of the firm

Financing
decision

Dnvidend
decision

Investment
decision

Long-term
Investmeoents

Short-term
Immvecstments

CAPITAL BUDGETING

1.1. Corporate goal, financial management and capital budgeting.
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Corporate goal
w
Strategic planning
.
Imvestmemnt opps=nriumities
L 2
Preliminary screcning
L 2

Financial appraisal . guantitative analysis.,
projoect evaluation or project analvsis

-

Cualitative factors, judpements and gut feclings

v

Accoptfreject decisions on the projects

- ¥

Acoepd Hoject

Implemeniation

-

Facilitation. monitoring, control and review

-

Continue. expand or abandon project

-

Post-implemnmentation audit

Figure 1.2. The capital budgeting process.
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