AR LR Tl A 2 EEFE} REEAHER
n I K

— RN A A fH——

0. &3RE2 FRA MEESEL
1. g £XEE
2. THEEES BxEH
3. AIFGES S MERTIRR
4. BHER MMB}ésﬁ )
5. MMELE=H [EHERe] #a TN
V. Selcter ft%o ‘RJO{JH"I BERAHAER BATEEMS BT
l. MMEe HEH ¥
2. elvhete) gl o d BEH T
) BH EmENE
2) EEEELEA o g
V. &% ==&

Hl

. fexffas FHe REXSHER

el Yol X e HERE §L& SEMEBY Bl MAEEEEY Mk oE i
ol A MRS HWEfdh. dubd ez HAEs) HARBEES mAte BEY KIdA A%
ahz REME(E(value of corporation) £-& #kAMif (market price of share)¢] ik fho] ¢
el e A o] e SloiA L MREEES HAtdE BEY AAER T= B
o) FEBB O gl Mkdte] Eoh. BE O¥EEY FAdEdE Hie HB8o s =
Ul B RERC 9on oS BEfe 2avl dglond of Eeq gt HmEmslgeorz
ol ¥ HEEe R 3r]2 2ok E. £ 2 2(E. Solomon)o] AAdtw gliz ube} o] A%E
8 &2 X ol HBIFES 5ot 2% WA FHEE ¥ BeRid %y
b= FAEEPEC] KRS ol Slubs BzbE s Ale)w. ™Y wieba] REEEHS BEE T4 p%
o BEBEARDE R ol LEEES BALE Hnoz i AL 228 B

B S RBE mRE FRE SERSEHAN Wk, AR EReE Sy
71) E. Solomon, ep. cit., pp. 19~20.




o,
#7b e EeE.
1. FERED SR

ool FIEe BRAYE BT Bt 4% 238 £%E DENSE EHH D
Be UNT 4 b shhe) m@an AE) £ANE Rt AL BT TUDZE 4%
BiEE Bl dx AR KAHE AAx gt ded kEdhe it B9 B
7 BRhel S LRSS 292 BEFAD e A5, BREE WA ERAYE B
coAe] @S Su Qi HES HAME T BT HRIAE Relnz, BREL ol
delel TRT & n EEE 0¥ FAoSA FE A Bs Aol EAS BE
BEE AR Ae 230 WHSE MRS @ESE ¥ 4 Aok 5 fAcld Hel
FHE 4 o EEL EMEel de Mield, Hifel A u 2 Hkslel U M
@7 5BezA Wil e oA Motz ¥ & dth ZHEz MR MilHe) 2o
o 4BEE AR 25 %x glew, olAL BHY Wikl WAL A EAY K
EE ¢ F 9o

ot el BT Q= FIEY 580 242 EAY M & Ae o v
o FEEEHol FENA fechr EESd Kk BEFAS T BED 92 ®Edse
g, 290 sese MY BB BEY HiBR #4717 JedAs 2 fiEs
wEE AnA EERA god ok Hi mEe Weld 2AS M5 L5t Yok o
Ao HEIEZA: RS 5wl B i@ FITE Agst o9 2ol &
9 EEE 240 WHEE HRY A& AITEE L85 BARTEoZA XY 4
oo 749 Aol WEE MRAES 580 Ry Ry RyRiE BBtz 9oh %k
ES V, HFEE ko s desl MR 439

n R‘
; (1+k)! ey

WRFIAEY 8% MAA7 e BAY HES 1EAFH nEf A BE ks 7
7] Refol web ZIG1ete] AFFo=A BEHMRCh 2ud £FEE KA FESHE Al
z QA5 nz FARTE ok ¥ MAIEY £5L R(t=1,2,3 0002 I Fe|t. 28
= FIES Eel A BEMEARE RAST R kAN FEdsz & 5 glon,
e17] o141 Jh%ﬂﬁvl de BARe RS 12 REskd, ™

no

72) °] BREe ﬁ%ﬂﬂﬁ"] A glo] Al ez FIHEE Held, 53 RElEel A #Lix
otz #WAEslW el 9ol & FE gl E. Solomon, ep. cit., p. 398 A, A. Robichek
and S. C. Myers, op. cit., p. 18 &%




— 5 —

Ry=Ry=+--- =R, =R ) @
¢ ol BAEALE FFEY 5L —wiEs Zedz 44% + s WA £Re RiES

deple Re Se ol WELE + 95
oo R, R
V=1 04k T w ®

o] 4o o] foFo] Fifkel 4 &S HiEE Hlizle K& ddov, olAL ERKE
BE A gl7) #Ee] FHREMIH T F gid. RAE BEAY HEA TR
S B RS RIS 2 sl ok @,

oheol el Fifel Wote] Ak BEES U 39S Hatde sz d
7t R BEY BRAGZ RE ASaA BRI G2 Mg f¥el vz BETH. o
A9 W& Re olv] MEEMEE 7Hal ##= ohlz Tl Aelsle dAde —Ed
BRG] WEE e Holok @ Zolg. mEnE fgaEY HifthdiesAE 20
#e Pt AgEA Ak olRA& Rz vepdsl R=ER)Z vt 2 of MFEFIA
ol adiz FHAcE & 4 g F Bl FEEIT AEolvh of B Re| HESM
2 e Aol Bt X A=Asbe] EKFSZ Qoug o FELSMY SEelt B
MES IRz 2 kg =% vdebd & Ao oA s EREREZEE Bl RE=2 A
438t7]1 2 82, ol AL dR2 uvely R= 8R?, SR*=E((R—R)D= =}, o]$} 3t
AA £ MEBEFIRL Rz BA=E 279 Re AR BRES 2 gida ¢
g gt} o2 A a¥FigEeld Ea TR zlol= w=A Gl WEsd dae A&
Bgg 5 I+

fEe BHEY BEREHEHDE THREY HRAGS BEc Bioldz 4Fdoe ¢
Rolvh. ol¥q Btz e (R oiu g WRE vEbd AAA S e o3t WEfd. &
go| WES L Mol A Mzkel EEzA Bt o= FHKT Mz =i dvz=
BAY HET = ke BERETToEA dojdlged A 8 fle Aol
gz ohA e fERKS ASols M BAREI Ao HRY HES dAY %R
g HiE= Brste IR detedgont, AT TRERY 45 Bk TRRY RE
& BfEe] MR HES Eitstel ok Aok Kz HEE RS HiEE BILshed
glel g5lel Fated A AL Aubd o Hizkel EEr BES B HERS FfEe
LS st g WA FES ] A Eelth & WMES HiES TR MEE vty
2als] s WEL %A FEsA @ Aclch ¥z THET HEE ®EY #HE




— 4 -

= BITshE Hikel SlelA = E5lol skl = Aeldh o AL FHERS Ade EEE
RS a9 HiEE Boste Bftds ZEe H5IEEME] 8H o™ 5 HREE
+ RERES #rsh] f49 KRGS TR #EE mEd EﬁEi Bietsl A8 fa
Begiglel Aok, WelIEIG]S MefRBIl MBFITER o ste] Pl At ERREIS|
AgHE fEIELe ERzo T lel s el N WEHE Jeldv. 9% B9 148
of glel THIET HfF 110¢ HEHo= AAHEC YAz stz o] 2L 10022 HEIe A
#ol gvka doh. Al glel 1] FREET KiE 1102 d-9 mEY HE= #oost
T A B 1000 s)e A ouldrd. wetA HFERS b, G o2 %}l o} &
—E9 #5EES w454,

_ 1o
100=-7 4%

o2 gl o] AY FFEe] 6%t 3H 6& 4% 2 Hel, o] HE EdHLE Gl
Hete] HEEE 4% HwME BERely & & 5 ok S HEE dPdAE o &
Brg Wzete Bl Aote] BEEEEIZA 6%, GRIdvdezA 1%, BF 10% F
BEE 97T Ao MBY 7 A3 A kitb=ket dod ke T GF HEE
o MBEFIEHES YERN A S, TEE MAFIGES #1512 o ko] o HIGHERESEA
YERA e &

110 _ 110
1+4  140.1

o] iBfES etE MBT FHEY FiZozYe AREEE Kot A dudes
BHEL 240 At g3k FGEEe] oot BHAEEY HActe HElT. ok o
o BEFRE SlolAel Wiy RAE#HS BREY dart sloh ol A2 F|iERe]  Hiiko

160=

73) A A 2ulH st 8 Covtelo] 2E A Ao el HEE HA9) Hifz B BEDA B
) fbgel ot “ES H5[E P AL AED Aeelz @9 o BmE: o2 2o 42
Eel AT tFEHe] EHiES £l Asted ofwl EEHKY KRB (nvestor's utility function)7}
g& EEe el #¥isde] gz BrEdd. o f#EHdAA sl Rt RiY, Rys R*= 247
F—3 BWifgHe] 2 Aot 228 Ri*=aRi R =aRpst 0] £:IE AHols, oA+
EE o1 aT BAMG 3 EAAE 12 42 FEO=S=19 BHR7T &4%8h =

B Ri*e} Ry¥e oF o] MY HET HEclZz o4& HERMER #Histd 247 R/
(1+94 RA/(1+iy2 REdolel &d. wabd Rigt Ro= HEMEMB2 Bxste 2& R o
£, Ryl ¥ §8he] 27 RpFsl Fo*a #hmd Fol RBeie) of shed FITEH o 251 9
e J Aot 2 BT £k F%el date gE|EA =\ RSt Ryfe]  ul sk Rist
R,2 #/)#FESA =ct. A. A. Robichek and S. C. Myers, op. cit., pp. 80~82.




—_— 5 J—

Gl3te] HBMEE GRE A4S FURD HIAD A0 woIgel Rl il
2 ZEES 24 HA%E Lo g

Wieel RSl EAR % % MR TN BEAEL Tednz me
BEAZ 2 2% Ao WEY BHHET GRS RERA B A o 2% &
O HIRFEERIAE R sta, 27l 299 e ke R dehina 5 HARES
of Bl BFE A9 LEAGES 2 WRe HTHS 0k AEAE LA
S 2RE mHsle o SRAAS FAWLY Ao LEAEHS b o9 15 0
RIS HERIES | o 2% A, 368 RfErgy & 99
tee o pgel @i Ve

=

= Rt @
g o] gk, o] AL o] ()X vt Al WED A R/ THEDT FiE R #
el wek HEE7E 273 FlEe] FlFad Mimerel fEhEEeE e A k2
et A el olfu #ikrt gluh e ke Wl EZshe HEH AtelAe BE
e FTFEygs 2 ffEs BRygos AL $938 HFEe . o4 £EMEY HI
29 BRIEREESY mAks dutE g Ve fakiel 9o R ¢ doks sl
2. THEMN AF-RA
B Bahats kA REY AABREAER 9 REHAEE 2% 3
S A o REY HMeo) Bt S FAEH (cost of capitaol vk, EHARM L FRL7T
878 B/LEFIAZ (minimum required rate of return)oln] RHEE & HRES
BfRol At e Aol e5¢ AABMCIR BANHED A2 BAS T =t &
%e 93 EAE (cut-off rate) F& HFprrwiiee] #Ele stz gl
TABAC B ERE 5 Miykwe] oz A g Bilie ozl trES B
A E FIGES FLE D BAER Aot Mol R k™ (financial uncertainty)
74) W.F. Abolzol o #td HH S o RE BEDo 9o FEE 2o ohis, 2zld ¥y
HEEE A 25E F 9Er devted gt E FEL o of s AME Witz g

) ATEEES U4d o Rk BEC we FAxz EHdch suE Fel Folol #ed
Ae e FaolAw HEd ¢ dE TR RESHE Hat REelR AL 23 faliel
Sz . B2 e Mol BsHE HEe] SIS ged = o HESHE A8 Raw
& ol ek o) WS EEE FHHE G2 @

ol AR AS M ERel Ao} AAde LM BESHE AFHE AuA
Evh AT m# BEY dule AHEERS 2L Se2 HAHUCE ¥ 2dns BHE
o RRERMES o el A (everage) BV M LS el & PIRAEHCl G RE o,

v




- —
+ FdA R FEpkdle s el oot E 4R3PS THEMS BAHAY 34 F
7h BAREsHAl 9=, BERTE oo = HEARML LREEY FHE BARED 23
A RHE e A A BARAS BHEE BHoltnix wstz gl

E. £28d 3™ o] sg@stz Fal 7t fED HHT oAt AAMAS g5
3 MHFIFES A0 o) BEA ek gEve v M 9E AL Mk i

| JARSHEZ A ol Fol AR %= FHRED HK glol H4Fdz I} FHEd BET
o oAM= Bifiel J3te} ofH ¥ HAEFHE BEAAZIA Bl A Gk HHEFIE
+ FlES) PfE=A AEe + =4 22V, Fige BifEe TR A 25
o FF] Avkd & Zlold TRERMY BEEE 43 BEddGE AL 9 REd
Aeloh. olsh 2L R A= FIFES 55 MET BT FIREE HHFTELS B
IS BABEAY 7US 8 + g4 "

FHEET BefETol olA HAe —#E A Astd RED 49 2% T4
o FRERE A=A Aot S EENEH 2 A BBt QuAe mELRY T
FEHME: == fEigelH, <+ ¥ THED RERKEIA B3RS A5 R O@E}
¥ g Aolg o F 9 Buf - MES] AUl EE, BEEXHMY Bl BEe%
o BE Lo BERS BR F ®HRhHe 8 5T R SUERASRY K
9 WERC o ¢ HMARFIRY BBt oHE S f¥el A —#E AR A
o WESIEEA DA RS Bt MBM FRERKC Y. A& FESA g8
%9 Agole B A% FigS EFol BOEFY AT FFES 25 H5A =,
BREel FISete FIES SEE BES EMAC o3 S BEAEY S8 H%
Al & Reld. 2 EEY HREFTARK MEd Als MED 45 7Rk
o MFIES MEEC AT BRARAA EAITE FARG K3 2z MR 5
B FIFEZERRTS ERAE] SHEY JEEIA . 5 QUIRERTG HERREEE
dl EHEES} HEHREEL HEAA FEEH "™ AT Al AITERENES 28
aA st 2 Rk 2ES WA 4

g AR ERifigd slo AEM Fo BEMe R Tk BAE 2 MR K15 ad
o e BALSTE YA48ed, RS ol F FHEks BBl R sHAA 2
Helo, LEREE ol ol F FHELS FHT &Rz £ & 9 Aedd. 2=

76) E. Solomon, op. cz': pp. 31~32 ¥ pp. 70~71.
7 ol A% EABRY THHRE HENA &=z gl




—_ 7 —

HARA L [He BEEYY 249: BATAY U9 TREE 2 fidcl 4% %
B pEe el HWEHE A5 ARTED ALWRY B WE) K FraH
A4%E MBBRHES B9 Bl AZ o8 HRT 0L e HEYL FHTE A
oz A & gl

@l WRBA = FREKEES Ll JelAE MED A% Adld o5d J2
AL ohivh A= EHS () Yol REAMES FAES Bl 9ol e
FREEET IS S5 8 5 THI0 WRSHE A4ohe] HEBEES ol (certainty
equivalent solution)™ 2 @ s Aol Fahel A2 goh. 2ot FERESHE®EL Bl 2
Mot Fife) FHEEEDS 2 490 geh B MEES HRE HEESHEZ K
wetenl MU A BABRY KE REESHE RSA g 99 Aol o%]
HEEMSEE Kote 390 A3 & MEAHFE TEA 98 457 Bore B WK
HEEE 45 ETEM Aoz Avhe AL BEHA 9¢ ¢ Aok SAL LEEBO &
Hel olAE oW @ BABRe B ALr M debl MEs mEdz 9
TS EW AREAE BORACR B Afide) 100%H T BRddgE B9
W SRR ¥R ke S REGE fFn ¢ 4 st e Wk B
B BB RS el o S IS BRAAA Ssed Bedce ¥ 4 o4
o8, wehd FARGRES Al @AY EHES ATz 9T ¥ 5 9= Rolwh
olof W3te] FAMME EMIY AEAES BT BAKSES ot MEds o0
TRl AR FohA9 fEEel 47 2: REE WxgdD g,

3. SFIBMY SEERDR

Soe ool A WHEET WEds REZA MEREES FEE % S AR
& Qe HEE 2Folol F& Azags. Lot LEAARS BEIE TA9 Hoted A
= B FAA9 OE # 3 MARRS MERFIERY dex b, 3 HAmo
2 Az OE WRT AASD ge] LEFALS EEdE MRS HEE F0T 29 of

78) E. Solomon, op. cit., p. 31.

79) TREEESMES Zollzt §& HiFfde) R do B WSl o g Lo
oleb. o] A& HiREE = EE R Hstd z REES BEEESEEA ¢ F dE oW #H—-
ol HIRHER #{cAsle A& el BRFIES MESHCT kimelz ol A& FIAE 4+ 9
= AFed BES TR FEddy & 5 Ad. o] MEE 9% 2 s HHiez4E H

Knight, Risk, Uncertainty and Profit, 1921, pp. 198~232 2,




*_8 —

et HEBRel HAAE RAme R ohE MET RS 29 YA oF ¥ #E
We Mk TezA HEREd Yol BAY & 9t WAREE TUT 2850 9 Ao
o oA webd BARMRS Bl ostel SEMEA EALALAY MEE 209
of B2

97 ZAWES HEh REWEEA o9 JTE R Akl @kHIle] A M
Ee BT 5t Sed WiRE BERT

(D 2EFGEA A8 BARE 2

@) &% ZABRS Akt G WS MEESL 5 HLe BRI 99 #R
BiiolohEst $& MRS 9% HRBFY Y422 ot A

(3) AR F0E BREAS 90,

@) f¥e A 24T REATHHE RERRS £45 BRARe.

®) Higel AT MR HERFGS THN BEBKE dehde, o BHEE LB &
zHA Aol T

(6) £¥) BEABE BRI S 3 HRS HRAGS) WHES BEY ERF
& HLae

M MEgAC] &% BEEEA o) 2R ANA WEES FRe AR g
— et

e 7 @kl skl Thet o] EHITH

ke R AR MEHEEGHEN KA BARE)

ko T FEHAE

B mkAfs] W

ke MRS BAME T WRES IEHFIGE EEES 2O
b= WHHURIBEBECE ) ) G5t SRAIED)

e M
koo i3] slolA e ZfSRYd BALEEBHI BARM)

b O SEESERFR I EEARIE)
=Y ¥l i

28t V=B+So|B2, ki b ko] MEFHEFBRA 2 EFHY + . &

81) James C. Van Horne, Financial Management and Policy, 1971, p. 201.
82) Ibid., p. 202.




B S
b=t s ke ()

222 o5 fafel oete], w2l ML iR B EELRLAEB/S) O FoAE by 4k,
ko7t 38 A @bstsrte] A "o old ZE HiTel o AERES FEEPe] AAl
2 Hed, ERET £¥S LEFIG ot FHEEGE Aotk & MF&SRT Mg
EFRR-S FHABRAS deA 232 FHdE A ARSE WiBE dedt®™ 94
€ M#d wES 23944 BHEg J. C &, C. Van Horne)dl %% Fdoz >3
Ghof Hup 8

1 MFIER

CRE 1> AA FITER 5% mEE 3,000t FIF sk, pRIEFERES HFHE 1, 000
Hehel S P e EBHEEALE Ao 10%2ha 3 o] el HiEe £ 015

% 1—1
0 1 % % AR . $1,000
F . & M F __ 150
E WO AR B 850
k. ¥BHE A (bR __0.10
s % SE ROl A 8,500
B Aotk o™ 3,000
4 & % il E 311,500

el FEA 5 MAGESE st MIRAMAEE S A4 T BHALE A2 AL
HEHENEG)E Ketz, ol mEAHEMBIE 74lste] £EMTEVIE HESRS =&
o] el A ZERH) AAMF ) S VaH PIFHEENEOE BZ2A g3 o] K3}
SRl

p 0 _ 1,000
°T V711,500

ChF] 2) ohee ¥o] FiEE 3,000 =) A 6,0002 =& #irst= (FITARL 29 2 5%
ol th), I EIMAEEAS #HXel EBEY Asdvm e, o¥EEE & 29 o #
o} o] Aol glol Ay AN BAME )T oHE-F Fol R

O _ 1,000
° 1% 13,000

:8‘7%

-=7.7%

83) David Durand, ep. cit., p. 103.
84) J. C. Van Horne, op. cit., pp. 197~223.




x I2
o AR $1, 000
F it oEm R T 300
E HHuAE 700
k, R R(EE 0.10
S T E &K AHE 7,000
B it & W O __6.000
Vv & FB W M $13, 000

ol el F o o3 MiFIZEA 9 % FHEI FAKE o auA i ¥
otel =@} MEMEES WA FIH (11,5005l 4 13,0008 24=) 2 28 BEAEAS
G (8.7%e1 A4 7.7%E) & 4 Aok T £ KETHHEE BA94 J0 MFEEE T

el st Basshd B 0 —19F 2
;i
15
3
*
-4
Ao %
(%)
ko
Y ki
0 Moy e oA B/S

MFIEE] A REMY BEL AW HEke] LRHAE kb, bt —ETE
sHEMBEY GRS 9% BEEE FALDE ol 29dd A<kt oz B
Sug, BAME oo Akl & ¥ eAs) Fo} Ae) e HARR LE EIE
RS BA kel EEGT RERARRS LREE BALHD BARRC MMt
WA A4S, o] B4 METHRE BAKET. o okl MAIGMEC ofstu REEARS
¢ Hue A A 9.8 B4 EuHsd ok oA o] BEe FAE ¥ AL H
ABES HE 4 92 =8 AREAY Bl 95 AEEES BAT & A9 o
st

2) MBERHAR

MEBEFIGED AL BRHEEFIRO)T 423 280 BALEG)ZAN BRI 37




AEEE(VDE R 292 HEKEHESE Vel A mEHEEE Zfste K3
CHOY 3 (CHP DA @] dste 2 ® 34 7ol Aot = ZHEn BEAMED

x= 13
o e ¥R $1,000
ko 2R AL _0.10
14 © ¥ % # 10, 000
B it W __3,000
S HE Bk E $7.000

e AW A a5 ael FUEE sl —@meln, ki 10%Hx @k ol
HPl A = WRBIREA GEBES FALE) ()i Bhed o] e ®

£ _ 80 _
k== 7ggp 12 1%

ChAL 4> oFgol o] fskel WS 3,000 2] A 6,000 =2 WA A (FIFE A1),
o OBENEEEAL R EHEKS EBR AFdds o a¥fEe ® 149 2 4

® 04
a BB ERNE $1,000
ko ZHsrEA(LE 0.0
Vv i ¥ W # 10, 000
B g o i & 6, 000

s WO K $4,000

o] HfFlelAE HiEkkd] HARMAL d2 2ol A
k,z% - ‘418%0“ —17.5%

Mg gERAEd oA AvaAY Hael ERSE EBHEFERRAGDE Uiy
(12. 1% 4 17.5%2), &FEEE obrx BAE7E Aok A9 Hfe] o she] M EHFE
< ERsrd B 29 2ol Ao

M EFIg oA BEmd BES A7F d¥A B ofd e Sitd s
B3stm EREE T Aloloh T EEE thes R S S e i

o 5te] k= ML Llge Kiketel EWEMBEAMEG)T LEGt, o EASE 1

85) R ki=kot (homh) ool S%ho] FHERL F5 g




% 20

@15

10

R B/S

ok MM RS Bl lohe] S sl ML o MR Ao ko) MBI 2 A

b A GBI ofn @ B B Sz —@ed Uz wo® o g
o) ehol MBEFIEMEA Aol GRS BABAL suA0) 9a0 Hel W @
oF, BEAAWRE TA87 gron a. |

o4 ML FHEl dobol Tk el A Lrd, oS8 BRe AL H
2 ek MRS ) shel e B oA Rl B MEMEAN ()& Aol D, e
A R e RIS okl R0 RARAGEALE S B S SEMET B A
S BEEABRC FEDHE AL ouweh ool detol MEEHBEAAS ¢z A
ot ook kA EREE, 2 BRG]l neh 4 &frel Bl oetel el A
ve bt ARILES WS TG —EAMeE R0z 9o Bed SEEES HE
BB EHEE 5ol BEEABRS FESA 9 Wrhe Rojeh

WiE o 25 MAARE) BET SREES BE EHE ol Selth oo oshel 1958
ol F. me2ehis M. H uee] el MEAEAESS fEe Rlmes fuad
L AL wBED oo

{

86) wtA =abl phfike] EAEAMS FTEZ zASE: WREe #H (explicit cost) = 9w 2] A2 |
Fol dated W@k EARE (3o BREAME)S FRANE BRoz BAdE £ %H
o wEbER]l 4 BERRY )G (implicit cost or hidden cost)®] F Bidge] £ ded Rirslzm 9o
o, Afffd] HEY B WEkS BEY 2R A4 =

87) Franco Modigliani and Merton H. Miller, “The cost of capital, Corporation Finance and the
Theory of Investment.” American Economic Review, XL VIII (June, 1958), reprinted in The
Theory of Business Finance: A Book of Readings, Stephen H. Archer and Charles A. D’ Ambrosio,
1967, pp. 125~160.




13—
4. FEARD MMIBRRe %t
D gt AR
HE Beiike] olshel Z BABIANQ] WS diflol o)eldl BBEste] Rob, 8
CRET 5 ol 3ol BlAS ook ISR R 10009 el = MHHEAL
o) 10%e]2h BEDT o o%el HiEs 2WEAMHE & [—59 2o WAk

g

® 15

o RS g $1,000
F o R F 0
E e M A& 1,000
ks HiEmEHR{LER _..0.10
S HE W 10, 000
B it & W OH _ 0
v & % i # $10, 060
ke Sy

ERYE A AR 10%

& 6> e o] el FIFE 5% m{EE 3,0008 % A, o BIAEEALE
e BETEE v of AF A7 11%E ERIGT ARG S o neAe F

—

Hell swbebs Mo B #\is uedste, HEE £ LRAN DG A e 289
th. o] A o] £ V) b £ L—69 7o) guh
& 6
0 RS $1.000
F i o O F 150
E £ U 850
k, EEEEHREER 0.1
S wE KT HE 7,727
B WS G FR - | 3,000
14 & % O# $10,727
ko EREME AL 9.3%
) oo 6ol ot L Ay R AHREHG)E $301(10%14 9.3%

2), +¥EEEE F7H0, OOODLEMW 10,7274 2)A 3] R 4. ol Fel HE
AL A9 A 3] ko RSE Y, 2 omlolH A HHel BTl 4 AfRE o &ElE ms

88) J. C. Van Horne, op. cit., pp. 207~211.
89) HEAMR ] #bivz el k7t 2 E 0%tz BESH B 19 sifigsEd 2o &%
2 =, '




el efstel FEI] FRA L e 2fHo] A H7) A Eol o

@I 7> o fefol RHRE 35,0002kl A 6,00082 2 Frsx, o) BiEACE Wil
Brel BRe Ahgstgz g o A S FEFITEC] 6%2 LR} EHEHKHE
FUBERIE 14%E2 LRI v}, o] %Y Vit ke T I--7 2o B,

*® [
o BEHEBXNE $1,000
F i o&E f F 360
E M E 640
k, R AL A ' 014
s ¥ EHYE 4,571
B t & i E __6,000
|4 o $10,571
ko ZEHE AR 9.5%

EEHEEE 3,000 AME FIAY A5 mlashd Ties 20,7272 2ol A 10,571
BE), BEABRA-L Fik EREF0.3%A4 9.5%2). ol ol =i FHL A7 EFE
Tl glod, ezl Ak B ki R

ol el M A9 defijel ojstel B, o} &3} BEEAMMS @l v A Lol 6,000
24,571 e H2 1312 He @ B EA4%ce Ae 4 7 ook S
& S RS BRehd ohE B L33 #el "tk olre A bt e At ol
o met Aoz kRS, ke ol RES doAd kH] A= oot pEFE
BEME AAE kA e¥ e Aot obdlel wdt Aol TEIS 2 olf: WL u

20 W i3 ke

10

[ .

B/S

d o oe A




o} o] BRMEAA ¥ ARFAHCAA S =aar kY LR J8td 5523 HREA
9o Tl Sl7l WEelid. el v slW RSl olx REE dolAd kel EHE A
BFIHAA 28 =aad AR MR, % BMgez by ki Adgd =3
A AT EAE S kit At BRSNS A4S b 6 fERSA ERSA Ao B
-3¢ =33 BMEBABRS b7 BEZ 2 Belztz § 4 h.©

ol el BE e RN MBS Mg TRelT, olF MEM BFHdE REMIE
R B A2 ohE BBl Ytk o E B9 ol BEE ki dwgxe) Mk d%
°of AxHH EFshe glo| oz, o ZlAE #IA g, o REMS B dd
A MEL BRI AR §50 5 o] B o)za W Ei HEKE 4% HBE
o fEBE Ev BB TREEM: (financial risk or financial uncertainty)o] #katz gleg -
Ad oz BB kT FolA St Aoleh o BT @R B 149 2o o

W o4

2
8
>

R

15 %
10 /k‘
d 2 A
a8 5 E. £229 FiRel 23 ] w] 2] A7} Fol A Wingel e} @B HEIES RE
A9l RS 3L JEpdvx v 5§ 19 HEAAS WAt wmdde =

% fiRREES gimE, ki SR e Ml wek sgshd, T ERET M G
¥ A FAcz d& MARES #inge HRYE 5 Tt 237 dEed ke

M-

B/3

90) °) BEEXRERA o atffet HiEekd AV RABEERERLS A dd. old F)®s)s
7AA 9 Alw e Ao el ] MAREELBRAL HEKS 2229 A I RE9
A el A E deiA= FF MWfe ¥oz g,

91) P. Hunt, C. M. Williams & G. Donaldsen, Basic Business Finance, 1966, p. 459.
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Summary

Valuation and Optimal Capital Structure
of the Firm under Uncertainty

Byung-Koo Shim

Introduction

The present study of business finance tends to concentrate on unification of the
former institutional or discriptive approach and the theoretical or analytical approach, which
has been rapidly developed for these ten years. This tendency has been mainly influenced
by the outstanding and unceasing changes of business environment. Therefore, quantitative
or analytical techniques are noticed and, especially under uncertainty it is important to
evaluate reasonably the market (or intrinsic) value of a firm or its possible capital
expenditure projects. The topics of this study concerns the following problems.

First, which is assumed as the objective of business finance or ﬁnancial decisions,
management-oriented goal or stockholder-oriented goal?

Second, the guiding principles of financial decisions usually include two conflicting
views, that is, residual funds theory and profit-maximization theory, This holds true
under certainty but is no longer supported if risk or uncertainty is introduced. This study
explains why maximizing of investment value of stock should be assumed as the goal of
financial decisions.

Third, valuation of investment value of stock is processed through capitalizing income
or dividend. The author demonstrates why the so-called “dividend” argument is more
persuasive.

Tourth, maximizing market value of a firm or investment value of stock means theoret-
ically minimizing the over-all cost of capital, which also suggests the firm should pursue
optimal capital structure or optimal trading on equity. At this point, this study examines
the traditional view and the MM theorem and suggests their theoretical reconciliation.

Finally, the author verify empirically the pratical possibility of application and its




evidence of optimal capital structure arguments through the data available in Korea.

I. Objective of financial decisions

1. Management-oriented goal or stockholder-oriented goal

Management-oriented goal is divided into two viewpoints, i.e., one is adjustment of
various groups concerened, the other ié pursuing management’s own interest. The
one emphasizes on the complexity of the firm’s responsibility to various factors const-
ituting its environment and the maintenance of balance among them. The interest of
stockholder is, thus, only one factor. The other view means that management concerns
first its own interest and status through seperation of management from ownership.

It is true that ideological goals restrict the financial planning and influence the
financial decisions. In all respects, they are only constraints, however. What is
important are the concept of ownership corporation in itself has and that of property
right each stockholder has. The financial objective of the firm is, therefore, maximi-
zing its market value to stockholders subject to ideological goals. That is achieved
through maximizing financial profits (dividends and capital gains) of stockholders and

proved actually through the price mechanism of the securities market.

o Financial objective and capital structure
1) Residual funds theory

Here the author concentrates on the following subjects. Is the financial objective
influenced by the change of financial composition or capital structure? Does the
objective of financial decisions require different conditions according to the quality
of future expected income or the degree of uncertainty?

Depending upon those who argue management-oriented goal above-mentioned
capital expenditure decisions were made with residual funds or retained earnings.

Capital market does not carry upon its mediating role as a medium to finance a
firm’s external funds. However, under stockholder-oriented goal the fact is rejected
that investment is conditioned only by residual funds. That is, investment is mana-
ged for the purpose of maximizing all owners’ profits available through the capiial

market.

The two preceding arguments can be examined from three viewpoints, 1,e., (1)




the feasibility of external debts, (2) the sufficiency of retained earnings for capital
investment, (3) the importance of capital market as a source of funds. The results
are as following:

First, while the dependence upon internal sources, in the long-term, tends to

keep relatively stable, external funds is used with considerably increasing tendency

as well as stability.

Second, firms can not help rely upon the capital market for funds, especially for
expansion, and rather has got to face the capital market as a constraint to financing.

Third, the denial of profit-maximizing under capitalism based upon seperation of
management from ownership seems to be not true historically and then the principle
of business operations is to be the pursuit of maximizing owners’ welfare or profits
through the capital market.

2) Maximization of share value

D. Durand expressed some doubts whether profit-maximizing is to be an objective
and concrete criterion of financial decisions. In order that profit-maximizing could be
a effective principle of investment decisions, the period of profit-realization is relat-
_ively long and profit per period is largely the same. If not the case, it should not
be the principle. Therefore, if the time of profit-realization and the guality of

expected income, that is, risk or uncertainty of [uture income is considered, profit-
maximizing as a guideline of financial decisions is replaced by maximization of the

investment value of stock that means discounted value of expected income streams,

II. Determining of the value of a firm and dividend -capitalization
theory

This chapter deals first with the relationship among the market value of stock,
dividend and net income and which factor influences mainly the value of the firm. Then
the validity of so-called dividend theory is deduced from the fact that investors do not
uninterested in the division of net income between retained earnings and dividend. But
so-called income theory insists that the value of the firm is determined by its earning-
power and -then whether dividend or retained earnings can never influence the value of

the firm.

Dividend theory presents the direction toward which uncertainty investors should




undertake is made clear through the payment of present dividend. That is, dividend
payout is an expression of being able to gain profits to present and prospective investors
and then has a favorable effect to the market price of stock. In general, stockholders prefer
present dividend to future dividend because they have the anxiety of fluctuations of the
stock price in future. Therefore, they have the preference of stable dividend to uncertain
capital gains. In the above discussion, there are three factors to be considered more carefully.
Those are transaction commissions, subscription costs and tax effect, Transaction commis-
sions is a factor that present cash dividend is preferred to retention of earnings by
stockholders but subscription costs is a factor to back up retention of earnings. Finally,
to consider taxes, tax rates applying to dividend and capital gains are different and rates
to the other are usually lower, which is also a factor to support reservation,

To the end, under uncertainty and imperfect market condition, dividend theory proves

to be in closer connection with the market price of stock though some weakness.

Ul. Determining the value of a firm and optimal capital structure

This chapter deals with optimal capital strcuture or optimal investment scale which
maximizes the market value of the firm. Optimal capital structure means the conbination
of equity and debt which minimizes the over-all cost of capital.

The market or intrinsic value of the firm is evaluated based upon income the firm can
realize. Net income approach and net operating income approach are the general valuation
methods of income.

Net income approach argues that cost of common stock is constant though leverage is
increasing, that is, more inexpensive debts are used increasingly. This results in a rise
in the over-all cost of capital and a fall in the value of the firm. Therefore, optimal
capital structure exists. On the other hand, according to net operation income approach
cost of common stock rises as leverage increases, but the increment is offset entirely by the
increased use of lower cost debt capital. The over-all cost of capital is unchanged and is
completely unaffected by the type of security used to finance the investment. Optimal
capital structure, therefore, is denied.

The Modigliani and Miller theorem founded upon net operating income approach
challenged the traditional view that insists on optimal capital structure. The MM theorem

consists of threc basic propositions, which illustrate their ground through the so-called




arbitrage process under the assumption of the perfect market. But this assumption is not
plausible in the real world and thus many criticisms can be presented. Robicheck and
Myers criticize as following: “If MM’s proposition II holds and interest costs rise at a
great enough rate, then it is possible for % to decline if leverage and financial risk are

increasing. But this conflicts with the notion that investors are averse to risk created by

Jeverage.” MM also approved in their later revised article that if tax effect is considered,

the average cost of capital is decreasing endlessly. However, the traditional approach asserts

that extremely high leverage increases the financial risk and the average cost of capital.

IV, Empirical study on the possibility of application of optimal capital
structure in Korea.

In this chapter, the author concludingly tried to test the theoretical consistency of
optimal capital structure bascd upon the data of firms in Korea and examines its realistic
meaning. From Table [V-1 to table IV-4 show the resu_]ts of testing MM proposition I.
As the average cost of capital is decreasing continuously, it is not vitually consistent with
the traditional approach. The MM proposition does not also hold because this result
illustrates that the correlation coefficients are strongly negative and the coefficients of
degree 1 and degree 2 of polynomial regression are relatively large in absolute value.
Tendency appeared on Table 1V-3, Table IV-4, Figure IV-2 and Figure 1V-3 is in part,
not whole.

This can be made clearer by comparing leverage ratio with rate of return of net worth,
which is shown on the second columm of Table IV-5, That is, the cost of equity is
decreasing to the right in the strongly negative correlation. This tendency is inconsistent

with either assumption, the traditional view or the MM theorem.

V. Conclusion

It is impatient and even false that to see the partial illustrations, there should be optimal
capital structure and what level of leverage is optimal or that the average cost of capital

is largely unchanged without regard to leverage. However, of course, it does not mean

that neither is true logically. The following problems are there on empirical study in

Korea.

’

(1> which items should be included to calculate levererage ratio? Financial leverage, in
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principle, does not include short-term obligations which usually consists of bank loans
and private liabilities but it seems more reasonable to be added to long-term debts
because, in reality, their weight or pertion is considerable.
Does the total value of the firm mean market value or book value of the firm? Market
value of debt is capitalized with a certain interest rate and is almost the same as
book value. Market value of equity, however, is obtained by capitalizing the stock
price in the current market with proper capitalization rate. This require a preposition
that current market price of stock reflects exactly assets position and earning-power
of the firm.

These problems can be solved by removing the following questions. First, data or
informations for more firms should be collected. Second, both the sides of financing,

demand and supply, should be competitive. Finally, more data for the same firm

should be collected as leverage increases or decreases.




