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WHAT IS
OPTIMAL CAPITAL STRUCTURE
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~ ANOPTIMAL CAPITAL STRUCTURE IS THE OBJECTIVELYBESTMIXOF
DEBT, PREFERRED STOCK, AND COMMONSTOCK

THAT MAXIMIZES A COMPANYS MARKET VALUE
WHILE MINIMIZING ITS COST OF CAPITAL.
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THE LOWER THE COST OF CAPITAL,
THE GREATER THE PRESENT VALUE OF THE FIRMS FUTURE CASHFLOWS,

DISCOUNTED BY THE WACC.

THUS, THE CHIEF GOAL OF ANY CORPORATE FINANCE DEPARTMENT
SHOULD BE TO FIND THE OPTIMAL CAPITAL STRUCTURE THAT WILL RESULT
INTHE LOWEST WACC AND THE MAXIMUM VALUE OF THE COMPANY.
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