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SUMMARY

When we analyze the value of a company,
we need to know the cost of raising debt and
equity. The cost of capital is a weighted average
cost of the various components of financing.
The weights of these components are based
on the market values of each component. The
cost of debt is the market rate at which the
firm can borrow with any tax advantages taken
into consideration. The cost of equity should
reflect the riskiness of equity to investors in
the company and have three basic inputs: the
riskless rate, the risk premium and the beta for
the company.




