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CHAPTER 1
Empirical Perspectives on
the Financial Characteristics
of Publicly Traded U.S.
Nonfinancial Firms

GUIdANCE. et eiiieeereeneeieeeeeeseeeseeecessssssecssssssssscsssssssssssonssns 1-3to 1-4
POWeErPoOINt SHHAES. . covuiereieeeiereeereeeeseeesecesecesseosscosscsssssasssnse 1-5to 1-15
Guidance

Excluding the appendices, the material in this chapter can be covered in one-half week of lecture
(at 3 lecture hours/week).

The figures and tables provide empirical perspectives on financial decisions discussed
throughout the text. The chart below shows how evidence in each figure and table relate to

topics presented in later chapters:

FIGURE RELATED TOPICS (CHAPTERYS)
1-1 Initial public offerings (Chapter 12); Mergers, Acquisitions, and Buyouts
(Chapters 16 and 17); Bankruptcies and liquidations (Chapter 18)

1-2A Capital intensity (various chapters); intangibles (various chapters)

1-2B Leverage (Chapter 6 and other chapters)

1-3 Market-to-book equity ratio (Chapter 9 and other chapters)

1-4A Internal cash flow (Chapter 13 and other chapters); Asset sales/divestitures
(Chapter 17);

Issuing debt/liabilities (Chapters 10 and 15); Issuing seasoned equity (Chapter 13)
1-4B Dividends and stock repurchases (Chapter 14); Acquisitions (Chapter 16); Capital

expenditures (various chapters)
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1-5and 1-6
1-7
TABLE
1-1

1-2
1-3

Leverage (Chapter 6 and other chapters)

Ownership structure (Chapters 3 and 4, other chapters)

RELATED TOPICS (CHAPTERYS)

Leverage (Chapter 6); Industry and size effects (Chapter 7); Equity valuation
(Chapter 9)

Profitability by industry and firm size (Chapter 7); Equity valuation (Chapter 9)
Dividend policy (Chapter 14)

Appendix A can be ignored, or used for either of two purposes. First, the screening process

described can be used to introduce students to Standard & Poor’s Market Insight database

(assuming your institution subscribes to it). Second, Table 1.A.1 (Panel B) provides some useful

breakdowns of the distribution of U.S. nonfinancials by: S&P index inclusion/exclusion;

exchange listing; and firm size (TA).

Appendix B can be ignored, or used to refresh students’ knowledge of basic statistics and

regression.
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FIGURE 1-1 Numbers of Publicly Traded U.S. Nonfinancial
Firms and Determinants of Annual Changes, 1980-2000
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FIGURE 1-2a Composite Total Assets and Percentage Components of
Publicly Traded U.S. Nonfinancial Firms, Years-End 1980-2000
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FIGURE 1-2b Percentage Distributions of Composite Liabilities and
Shareholders' Equity of Publicly Traded U.S. Nonfinancial Firms, Years-
End 1980-2000
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FIGURE 1-3 Composite Book and Market VValues of Common Equity (BEQ
and MEQ), and Composite Market-to-Book Equity Ratios of Publicly
Traded U.S. Nonfinancial Firms, Years-End 1980-2000
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FIGURE 1-4a Composite Sources of Funds for Firms in the S&P
Industrials, 1988-2000

$600
$500
$400
2 $300
2
@ $200 -
$100
$0
1988 89 96 97 98 99 2000
-$100
8 Net Cash Flow from Operations O Sales of Investments
@ Issuance of Long-Term Debt O Other Debt Financing
O Increase in Current Debt @ Issuance of Stock
O Sales of PP&E
e ] 1- 13 Copyright © 2002 by Prentice Hall Inc. All rights reserved.
FIGURE 1-4b Composite Uses of Funds for Firms in the S&P
Industrials, 1988-2000
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FIGURE 1-6 Distributions of Market Debt Ratios for Individual Firms in
the Indicated Categories, Year-End 2000
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FIGURE 1-7 Ownership Structures for Publicly Traded U.S.
Nonfinancial Firms: Average Percentages of Shares Owned by Investors
in Indicated Classes for Indicated Categories of Firms, Year-End 1999
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