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APH is « Amencan based pharmaceuncal company
whlch is otherwise known as American Home
Products Corporation and the company is not
very adventurous findncially. The firm’s
= management strategy aims at avmdmg or
~ reducing risks, controllmg expenses more
= especmlly on research and developmem and | Y
‘seeking to acquire more firms to ensure thatit
- does not loses many of its customers | *
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= The financial risk management of AHP can-
~also be termed das conservative because of
~—its low D/E rano where it depends mostly on
mternal sourcesto finance s operanon
- The company doesn’t leverage on external
fmancmg and also has a preferential focus
on generatmg cash from Iits operanons
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The cost of capltal of AHP is lower wnth hlgh
leverage more because mterest expenses are
tax deduetlble which means that AHP can

- earn hlgher returns by takmg more debt
- However, with leveraging there comes odds of
- facing a major Issue. such as bankruptey and
the fact that one has to ensure they promde
- eash flows to support the ﬂebt
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The Amencan Home Products Corporanon was a
- strategic management case, which promdes a
~realistic dilemma between achlevmg a low- debt
TG phllosophy or takmg risks by adoptmg fmancml
~ leverage to maxmnze shareholders value. The
~decision makmg at AHP should rely on |ts nsk
- taking eapablhty market dynamlcs and future
growth opportumnes for takmg any decnsnon




| ’Thls 1S Just d sample partlal case
solution. Please place the order on
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