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Unit 1

Business

Organization

‘ﬁ m Students will understand

basic business
organizations

Pearson Textbook Chapter 8
-Section 1 pp. 190-195; Section 2 pp. 197-200; Section 3 pp. 202-206

OBJECTIVE

HOW ARE

BUSINESS

FIRMS

ORGANIZED?

ENTREPRENEURS

* INNOVATE
* ORGANIZE

* TAKE RISKS

* KEEP PROFITS i§
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Types of Business Firms

* Sole Proprietorship: Owned by a

single individual

e Partnership: Two or more people
own and manage a business

 Corporation: A fictitious legal
person separate and distinct from

its owners

SOLE PROPRIETORSHIP

) LE ]-

Types of Business Firms

* Sole Proprietorship: Owned by a

single individual
* Advantages

— Easy and inexpensive to establish
— Owners have complete control of

business

* Disadvantages

— Limited resources
— Unlimited liability
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PARTNERSHIP
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Types of Business Firms

e Partnership: Two or more people

own and manage a business
* Advantages

— Easy and inexpensive to establish

— Access to greater resources

— More specialization

* Disadvantages
— Limited life

— Unlimited liability
— Shared control

— Split profits

CORPORATION
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Types of Business Firms

e Corporation: A fictitious legal
person separate and distinct from

its owners

* Advantages

— Limited liability
— Unlimited life

— Unlimited access to resources

* Disadvantages

— Shared profits (dividends)
— Double taxation

— Lack of control

Unit 1

Business

Finance

m Students will understand

the economic
Junctions of the stock
market

Pearson Textbook Chapter 11
-Section 3 pp. 291-300

OBJECTIVE

HOW ARE

BUSINESS

FIRMS

FINANCED?
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Review: Types of Business

1rms
* Sole Proprietorship: Owned by a

single individual

e Partnership: Two or more people
own and manage a business

e Corporation: A fictitious legal

person separate and distinct from
its owners

Business Finance

* Retained Earnings/Reinvestment

— Revenue not kept as profits but instead
reinvested in the company

e Commercial Paper

— Loans from Banks.

¢ Bonds

— Loans from Individuals

* Stock
— Selling Ownership by Going Public

The Process of Business Evolution

ENTREPRENEUR —» BUSINESS:  SOLE PROPRIETORSHIP
4

2 PARTNERSHIP
¥ CORPORATION
CHAIRMAN

OF THE BOARD
FINANCES: RETADNED EARNINGS

LoaNs

BOARD BolDS

OF PIRECTORS
STOCKS - “GOING PUBLIC"

PREFERRED
INVESTORS SPECULATORS
DIVIDENDS CAPITAL GAINS COMMON

MARKET -4——|PO -4——SECURITIES FIRM g PROSPECTUS

NYSE
AMX

NASDAQ
oTC
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Floor Broker Hand Signals

Buy / Sell
When

indicating you want an affier o buy (signaling a bid), the palm of the hand always ficea
towand you. Y ou can remember this by thinkme that when you're buying, you'te

=nmathing in o When making an affer to sl (afiing), the palm always fares awsy
from yom. Think of selling as pushing asmefhing avway fom you.

| f/,?,, R\\J\:\[L f\ﬂf_l I l/ Z/]/

~

by
Onantity
To indicate quantity - fhe mrmber of contracts being bid or abiered — touch your face.
To aignal quantifies one through nine, touch your chin.
To show quantities in mmbiples of 10, touch the forshead.

To show quantities i mmBiples of 100, moke a fat and fouch fhe forchead.

Unit 1

Business
Finance

{ l Students will understand
the economic
Junctions of the stock
market

Pearson Textbook Chapter 11
-Section 1 pp. 276-283

OBJECTIVE
Why do people
buy stock?

Crawford
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People buy the stock of a
corporation because:

» Each share of stock represents

partial ownershipin a
corporation

» They get future dividends paid
from corporate earnings

» they get capital gains derived
from increases in share prices.

Stockholders may resell their shares on the
market, but resales do not put any money in

]

the hands of the corporation.

o Npi{ia Annual Shareholder .

Meeting __ o

:
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How to read a Stock Table

Symbol for
company’s stock

Tiading vilume astprice atwhich

the stock traded

Highest & lowest
price over past year

Price-¢amings
fatio

Change in
closing price

Highest & lowest
price over day

ame of =
i Dividend
Sy Amount

52 Weeks Yield Vel Net
Wi lo Stk Sm Dv %  PE 1005 IHi Close  Chg
Bk Bk Celel TORS 209 86 5 Weo BE W o+ 116
1% 6% Coastcast PAR 17 m oW w1+ 3k

Tk 4% Cotoh KO 08 13 40 M St M s+ 146

How to read a Stock Table
The table below shows a sample stock table. Each item gives you some clues about
the current state of affairs for a particular company.
L
Wk ni-W"l. Name (Symbol)  Div Vol Yld P/E Last  Net Chg
. OW
High
= SkyHighCorp — = =
2150 8.00 (SHC) 3143 76 2125 +25
PR LowDownlnc - - - -
47.00 3175 (DD .35 2735 57 18 41.00 =50
s ValueNowlne o
2500 21.00 0D 100 1894 45 12 2200 +10
DoinBadlyCorp . %
83.00  33.00 (DEC) 7601 3350 -75
Facebook, Inc. (FB) ¥ Folow Facabook, Inc.
o ({1}
57.20?2‘0-:4“1'3'.3154:; T | et 1.8 0. ) E5T- Nasday el e Pice B
Prev Close: 5456 Days Range 54.05-57.26 f‘ ﬂ 51
Open 5439 Edwk Range 2267-58.58
¥
Bid 5761x30  Volume: 69,102,960
Ask 57,63 x 5000 g Vol (3m) 76,237,900 \/J i
1y Target Est 50.80 Market Cap: 140428 ‘Rﬁ(
/1100 &
Beta: NA PIE (tm}: 146.29
{lm 2m m im
Next Eamings Dale: a4 & EPS (tm 0.39 Prevous Clo
Div& Yield HiA (A
: W G Hmmbfyy
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Investors

> Long term
» Dividends and growth

> Fundamental analysis

<« Qualitative:
o management,

product, market
< Quantitative:

o profits, assets,
earnings

ST F:cebook, Inc. operates as a social networking company
e Mark Zuckerbers 30 199 28.2% worldwide. It builds various tools that enable users to connect,
e e e e share, discover, and communicate with each other on mobile
oficer devices and computers. The company's Facebook Platform is a
SR therman¥ s STooR 7 set of development tools and application programming
i Financial Offcer interfaces that enables developers to integrate with Facebook
s B = for creating social apps and Websites. As of December 31,
e 2013, it had 1.86 billion monthly active users and 618 million
M) TR = daily active users. The company has a strategic partnership
et Teehmolony offces VP of with Trend Micro Inc. for educating and protecting users’
enameci digital lives against malicious sites and malware. Facebook,
Inc. was incorporated in 2004 and is headquartered in Menlo
VP of Marketing and Bus. Partnerships|
nts
15.15%
33.52%
Valuation Measures
Market Cap (intraday): 142,188
P/E 148.13
Book Value Per Share: 535
Income Statement
Revenue: 6.878
Revenue Per Share 256
Quly Revenue Growth 59.70%
Gross Profit: 3728
Balance Sheet
Total Cash. 9.338
Total Debt 575.00M
Total Cash Per Sharc: 3.80
Cash Flow Statement
Operating Cash Flow: 3678
Levered Free Cash Flow. 2708

Sp culators

» Short term

> Capital gains

«changes in the market
price

> Technical analysis:
+Price trends

10



Honors Economics
Uschool - Crawford

Facebook, Inc.
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A Moving Average

found by averaging daily prices together over a period
BONGARBIGAON REFI (52.4500. 63.1800. 555000, 58.9500, -1.85000)

| "
b s
| }lhl""} It }lliilﬁ P

| ."
lP,I[I HI

el . 50

il
|1ﬂ'l|'ﬂl {111[“1}“4_,‘1"“ l

il
A .Lr'\ll

S

'llhr‘u:lhﬂ""" %

zm}: L 0 Ll A L | L ) |!| L L mu D
v Becember (3606 February March (Rl oy

LEGG MASON (BILL MILLER)

Speculators

vs Investors

D 91 92 93 94 95 96 97 98 93 00 01 02 03 04 05 06 0OF 03 O
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FTRDU o Jores haustmal Average) mox STee
-Feb2011 Open 1209235 High 12185 75 Low 1209230 Close 1216153 Volume 550.1M Chg +60.45 (+0.57%)
$INDU (Daily) 1216163 14164530

11722500

Why do Investors
almost always

beat Speculators?
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JUST A NORMAL DAY AT THE NATIONS MOST IMPORTANT FINANCIAL INSTITUTION...

How the

Stock
Market

Works

12



AT TERDDY

TRADITIONAL
BARTER
TRANSACTION COSTS
COINCIDENCE OF
WANTS
CAPITALISM
PRIVATE PROPERTY
LAISSEZ FAIRE
ENTREPRENEUR
INVENTION
INNOVATION
MASS PRODUCTION
DIVISION OF LABOR
SPECIALIZATION
CIRCULAR FLOW

FINANCIAL CAPITAL
CONSUMER
SOVEREIGNTY
HOUSEHOLD
RESOURCE MARKET
PRODUCTMARKET
REVENUE
INCOME

WAGES, RENT,
INTEREST
BUSINESS FIRM
LIABILITY
SOLE
PROPRIETORSHIP
PARTNERSHIP
CORPORATION
BOARD OF DIRECTORS
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CEO, CIO, COO0, and CFO
REINVESTMENT
COMMERCIALPAPER

BOND
PUBLIC OFFERING
UNDERWRITER

STOCK
CAPITALGAIN
DIVIDEND
FUNDAMENTAL

ANALYSIS
TECHNICALANALYSIS
INVESTOR
SPECULATOR

SHORT SELL
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