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1. (20 ) A firm can be seen as nothing more than a collection of priects. A firm must allocate cash
to projects within its budgets. Therefore, the process of deciding which projects to undertake and
which projects to pass up is called capital budgeting. Capital budgeting is at the heart of corporate

decision -making.

As far as finance is concerned, every project is set of cash flows. Most projects require an upfront
cash outflow (an investment or expense or cost) and are followed by a series of later cash
inflowes(payoffs or revenues or returns. It does not matter whether the cash flows come from
garbage hauling or diamond sales. Cash is cash. However, it is important that all costs and benefits
are included as cash values. If you would have to spend more time or have more distaste to haul
trash, you would have to translate this into an equivalent cash negative. Similarly, if you want to
do a project “for the fun of it,” you must translate this into a cash positive. The discipline of
finance takes over after all positives and negatives (inflows and outflows) from the project “black

box” have been translated into their monetary cash value.

To obtain a project’s value today, you must compute the net present value (NPV). NPV translates
all future cash flows, both inflows and outflows, into their equivalent present values today, and
then adds them up to find the “net”: the ‘net present value” of the project. The Net Present Value
Capital Budgeting Rule states that a firm should accept projects with a positive NPV and reject
projects with a negative NPV.

2. (10 47) China is booming and private equity firms intend to prosper alongside the country. As
opportunistic investors, the funds typically prefer plays on the growth of the consumer market —
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from finance companies to auto retailers and service providers such as internet travel agencies.

Investors typically take the view that growth in the country makes China-related shares attractive.
But there are lots of challenges. “Macro growth does not always translate into profitability,” Joe
Bae, co-head of KKR’s Asian operations, said at a recent conference.

Moreover, the competition is becoming fiercer. A new generation of local Chinese talent has left
the big buy-out firms to start new funds.

3.(20 43) Since June last year the yuan has appreciated 7% against the dollar. The rise.in China’s
relativ costs has been even greater given its higher inflation rate. With stimulative fiscal and
monetary policy bolstering domestic demand, China’s current-account surplus has shrunk by
two-thirds, from 10% of GDP in 2007. Meanwhile America’s trade deficit has narrowed, and
manufacturing employment has stopped falling. All this means the yuan is far less undervalued

than it was a few years ago—if at all.

Many policy makers and academics contend that foreign direct investment (FDI) can have
important positive effects on a host country’s development effort. In addition to the direct capital
financing it supplies, FDI can be a source of valuable technology and know-how while fostering
linkages with local fims, which can help jumpstart an economy. Based on these arguments,
industrialized and developing countries have offered incentives to encourage foreign direct

investments in their economics.

It is important to note that diversity today no longer means just differences in race or gender. It is
far more encompassing of the whole human experience. Multiple dimensions, such as age, culture,
personality, skills, training, educational background and life experiences, need to be considered.
To thrive and innovate in the global economy, we require flexibility, creativity and imagination
qualities that can he nurtured only by a diversity of viewpoints bringing different voices to the
table and that we urgently need as we emerge from the worst economic crisis in decades.



