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What Is Capital?

Capital is a large sum of money which you use to start a business, or which you
invest in order to make more money.
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Equity Capital

Equity capital is funds paid into a business by investors in exchange for common or
preferred stock.

Debt Capital

Debt capital is the capital that a business raises by taking out a loan. It is a loan
made to a company, typically as growth capital, and is normally repaid at some
future date.
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Trade Capital

It's the amount of money available to a company or individual for the buying and
selling of various assets.

Working Capital

he capital of a business which is used in its day-to-day trading operations, calculated
as the current assets minus the current liabilities.
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What Is Cost of Capital?

Cost of capital represents the return a company needs in order to take on a capital
project, such as purchasing new equipment or constructing a new building.

Cost of capital represents a hurdle rate that a company must overcome before it
can generate value, and it is used extensively in the capital budgeting process to
determine whether a company should proceed with a project.
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Cost of Debt

The cost of debt is the rate a company pays on its debt, such as bonds and loans.

8/2111.06.2021   Cost of Capital & Capital Structure/19BA201, Financial Management /Mr.M.RAMANATHAN/MBA/SNSCE                              



Cost of Debt in Excel Sheet
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Cost of Debt in Excel Sheet
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Cost of Preferred Stocks

The cost of preferred stock to a company is effectively the price it pays in return for 
the income it gets from issuing and selling the stock. In other words, it's the amount 
of money the company pays out in a year, divided by the lump sum they got from 
issuing the stock.
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Cost of Retained Earnings

The cost of retained earnings is the cost to a corporation of funds that it has 
generated internally. If the funds were not retained internally, they would be paid 
out to investors in the form of dividends.
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Cost of Retained Earnings
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Cost of Equity

The cost of preferred stock to a company is effectively the price it pays in return for 
the income it gets from issuing and selling the stock. In other words, it's the amount 
of money the company pays out in a year, divided by the lump sum they got from 
issuing the stock.
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Cost of Equity
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Cost of Equity
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Weighted Average Cost of Capital

The weighted average cost of capital (WACC) is a calculation of a firm's cost of 
capital in which each category of capital is proportionately weighted. All sources of 
capital, including common stock, preferred stock, bonds, and any other long-term 
debt, are included in a WACC calculation.

A firm’s WACC increases as the beta and rate of return on equity increase because 
an increase in WACC denotes a decrease in valuation and an increase in risk.
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Weighted Average Cost of Capital
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Thank You
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