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 Introduction
Amentrade |mplemented a plan to use
substannal technology and advernsmg
mvestments SO they could mcrease thelr s
_ market share. The company | needed to
caleulate its cost’of capltal as an essentlat
. step before making its strateglc investment

- because this data would assess both financiat
feasnblllty and mvestmem returns Sy




A busmess must earn the necessary rate of return;
~* known ds cost of capltal to make all its

= mvestments financially sound. The capltal _
structure proportlomdetermmes how the cost of o=

_ eqmty and debt play their roles to form the .
“weighted value. The assessment of equlty cost at S
, Ameritrade requlred financial model calculanons el
because the company dld not hold debt ¥
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- The Umted States government bond ylelds g
provlded the risk-free rate and data from the
-past stock market serrved as the foundatlon for
obtammg the: market nsk premlum SR
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Conc&«mn

The accurate measurement of cost of
~capital for Ameritrade would enable them ,"
to evaluate if mves%ments in technology and
A advertlsmg would delwer sansfaetory
| returns. The decision- makmg process and
~ financial sustainability requlred thls X

' calculanon to be aeearate L
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ThIS case |s Just a sample partall _ |
“case solution. Please place the order ke
on the website to order your-own 5
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' ongnally done case so&unon

- Resource: Visit
~_thecasesolution.com *
- for detailed analysns |

‘ aml more @ase studles
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