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Why study financials?
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Chapter 2 — Understanding Fin

« If someone gave you $100,000, what woul
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Things to do with profits?
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Is any of this applicable to personal finances?
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CHAPTER 8 - COSTS
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« IMPORTANT TERMS:
— MANUFACTURING COSTS
» DIRECT MATERIALS
» DIRECT LABOR
INDIRECT LABOR
OVERHEAD
« MATERIAL
« REGULAR
— SALES AND ADMINISTRATIVE COSTS 240 — a?fp
— RESEARCH, DEVELOPMENT, DESIGN COSTS
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ime=

Break Even Volume

Initial investment = $20M

Fixed operating cost per year = $5M

Unit cost to manufacture = $50

: . =
Selling price = $200

Expected Life 4 years

Ignoring the time value of money and assuming equa
volumes per year, how many units per year must | make in
order to break even

20M + 5M(4) +4(50)v = 200(4)v
= 66,667
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