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Practical Financial
Management 6th Edition

Introduction

In  today’s  complex  financial
landscape,  the  ability  to  make
sound, data-driven decisions is no
longer a luxury—it is a necessity.
Whether  you  are  a  business
student  aiming  to  master  the
fundamentals  of  corporate
finance  or  a  seasoned manager
seeking to refresh your toolkit, a
solid,  practice-oriented  textbook
can make all the difference. Few
resources have earned as strong
a  reputation  in  this  space  as
P r a c t i c a l  F i n a n c i a l
Management 6th Edition. This
volume  stands  out  because  it
br idges  the  gap  be tween
theoretical finance concepts and
the  real-world  challenges  that
managers face daily. By focusing
on  actionable  techniques,  clear
problem-solving steps, and up-to-
date  content,  the  6th  edition
continues  to  help  readers  build
the  confidence  they  need  to
analyze,  plan,  and  execute
financial strategies effectively.

Wha t  makes  th i s  ed i t i on
particularly  compelling  is  its
b a l a n c e  o f  d e p t h  a n d
accessibility.  The  authors  have
carefully  designed each chapter
t o  f l o w  n a t u r a l l y  f r o m
foundational  principles  to

advanced  applications,  ensuring
that  even  readers  new  to  the
subject can follow along. At the
same time, those with experience
will appreciate the nuanced case
studies  and  the  integration  of
modern  financial  tools.  In  the
following  sections,  we  will
explore  the  key  components  of
P r a c t i c a l  F i n a n c i a l
Management  6th  Edition,
discuss who benefits  most  from
its approach, and highlight how it
equips readers with the practical
skil ls  demanded  in  today’s
c o m p e t i t i v e  b u s i n e s s
environment.

Overview of
Practical Financial
Management 6th
Edition

P r a c t i c a l  F i n a n c i a l
Management  6th  Edition  is
a u t h o r e d  b y  a  t e a m  o f
experienced  finance  educators
and  practitioners,  including
William R. Lasher, whose work is
known  for  its  clarity  and  real-
world  relevance.  Published  by
Cengage  Learning,  this  edition
builds  on  a  legacy  of  over  a
decade  of  successful  editions.
The  book’s  central  premise  is
that  financial  management  is



best learned by doing—hence the
e m p h a s i s  o n  p r a c t i c a l
application.

The structure of the book follows
a  logical  progression.  It  starts
with  an  introduction  to  the
financial  environment  and  the
role  of  the  financial  manager,
then  moves  through  financial
statement  analysis,  cash  flow
planning,  time  value  of  money,
and  into  more  complex  topics
such  as  capital  budgeting,  risk
management,  and  international
finance. Each chapter is packed
with examples, definitions in the
marg ins ,  end -o f - chapter
problems,  and  decision-making
guidelines that  mimic the types
of  computations  and  judgments
finance professionals make every
day.

One of the standout features of
this edition is the integration of
spreadsheets  (often  Microsoft
Excel)  as  a  teaching  tool.  The
authors  recognize  that  modern
financial  analysis  is  rarely done
with  pen and paper;  instead,  it
relies  on iterative  modeling.  By
showing readers  how to  set  up
financial  models  and  interpret
outputs, the book provides a skill
set that transfers directly to the
workplace.

Key Features of the
6th Edition

The  6th  edition  introduces
several enhancements that set it
apart from its predecessors and
from  other  finance  textbooks.
Below is a summary of the most

notable features:

Updated content and
examples – All data, tax
rates, and regulatory
references have been
revised to reflect the latest
economic conditions and
legal changes.
New integrated cases –
Longer, multi-scenario
cases appear at the end of
major sections, encouraging
students to synthesize
concepts from several
chapters.
Improved pedagogical
aids – Clear learning
objectives, margin
definitions, “Key Equations”
boxes, and chapter
summaries make review
straightforward.
Online companion
resources – Students and
instructors have access to
Excel templates, self-test
quizzes, and additional
problems via Cengage’s
digital platform.
Focus on ethical
decision-making – Each
chapter includes a brief
ethics scenario, prompting
readers to consider the
moral dimensions of
financial choices.
Spreadsheet-based
problem sets – Many
problems now require the
use of spreadsheets,
reinforcing the practical
skills that employers value.

These  features  collectively
ensure that Practical Financial
Management 6th Edition is not
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just  a  theoretical  treatise but  a
hands-on  guide.  Students  who
work  through  the  material
thoroughly  will  emerge  with  a
robust understanding of financial
principles and the ability to apply
them in varied contexts.

Core Topics
Covered

The  breadth  of  content  in  this
textbook  is  impressive,  yet  it
remains manageable because of
the modular structure. Below are
the  major  topics,  grouped  by
theme, along with a description
of how they are treated from a
practical standpoint.

Financial Statement
Analysis and Financial
Planning

The  opening  chapters  lay  the
groundwork by explaining how to
interpret balance sheets, income
statements,  and  cash  f low
statements. The 6th edition goes
beyond  mere  ratio  analysis;  it
teaches  readers  how  to  use
common-size  statements  and
trend  analysis  to  uncover  a
company’s  s trengths  and
weaknesses.  A  particularly
valuable  section  covers  the
DuPont system of analysis, which
breaks  down  return  on  equity
into its drivers. This is precisely
the  k ind  o f  th ink ing  tha t
managers  use  when  evaluating
performance  or  benchmarking
competitors.

Following  that,  the  book  dives
into  financial  planning  with  a

focus on the cash budget and pro
forma  financial  statements.
Rather  than  treating  these  as
abstract  exercises,  the  text
provides step-by-step instructions
for  forecasting  sales,  projecting
costs,  and  estimating  financing
needs.  The spreadsheets in this
section  are  especially  useful,
allowing  readers  to  see  how
changes  in  assumptions  ripple
through  the  entire  plan.

Time Value of Money and
Valuation

Mastering  the  time  value  of
money (TVM) is essential for any
financial decision, and Practical
Financial  Management  6th
Edition  handles  this  topic  with
exceptional  clarity.  The  authors
use  consistent  notation  and
demonstrate  the  four  most
common TVM calculations: future
value,  present  value,  annuities,
and  perpetuities.  Realistic
examples—such  as  calculating
mortgage  payments,  saving  for
re t i rement ,  o r  va lu ing  a
bond—make  the  concepts
tangible.

The  valuation  chapters  extend
this  foundation  to  bonds  and
stocks.  Students  learn  to  price
bonds using the present value of
coupons and face value,  and to
value  common  stock  using
dividend  discount  models.  The
book also introduces the concept
of market efficiency and explains
why it matters for investors. By
the  end  of  these  chapters,
readers can confidently estimate
the intrinsic value of  a security
and  understand  how  market



prices adjust to new information.

Capital Budgeting and
Risk Analysis

Arguably the heart of corporate
finance,  capital  budgeting  is
covered  in  depth.  The  book
presents and compares the major
decision  criteria:  net  present
value  (NPV),  internal  rate  of
return (IRR), payback period, and
profitability  index.  The  authors
emphasize the superiority of NPV
and  prov ide  gu idance  on
handling conflicts  between NPV
and  IRR  when  projects  have
unconventional  cash  flows.

Importantly,  the  6th  edition
dedicates  a  full  chapter  to  risk
analysis  in  capital  budgeting.
Techniques  such  as  scenario
analysis, sensitivity analysis, and
Monte  Carlo  simulation  are
explained  not  just  conceptually
but  applied  through  Excel
examples. This prepares readers
to  assess  pro jec t s  under
uncertainty—a skill that is often
glossed over in more theoretical
textbooks  but  is  crucial  in
practice.

Cost of Capital and
Capital Structure

Understanding  a  firm’s  cost  of
capital  is  vital  for  making
investment  decisions.  This
textbook  walks  through  the
calculation  of  the  weighted
average cost of capital (WACC),
including  the  cost  of  debt,
preferred  stock,  and  common
equity  (using  the  CAPM  and
dividend  growth  model).  The

discussion  of  capital  structure
theory  is  grounded  in  the
Modigliani-Miller  propositions,
but  it  also  covers  real-world
f r i c t i o n s  l i k e  t a x e s  a n d
bankruptcy  costs.  The  practical
takeaway:  how to  determine an
optimal  mix  of  debt  and equity
that minimizes the cost of capital
while  maintaining  financial
flexibility.

Working Capital
Management

Many  finance  textbooks  treat
w o r k i n g  c a p i t a l  a s  a n
afterthought,  but  Practical
Financial  Management  6th
Edition  dedicates  substantial
space to managing current assets
and  liabilities.  Topics  include
cash  conversion  cycle,  credit
policy,  inventory  management,
and short-term financing options.
The  emphasis  is  on  day-to-day
operational  decisions:  setting
credit  terms,  determining
reorder  points,  and  choosing
b e t w e e n  b a n k  l o a n s  a n d
commercial paper. These are the
activities  that  occupy  a  large
portion of a treasurer’s time, and
the  book  equips  readers  with
practical formulas and checklists.

Special Topics: Dividends,
Leasing, and
International Finance

The final chapters address more
specialized  but  essential  areas.
The  dividend  policy  chapter
discusses the trade-offs between
p a y i n g  d i v i d e n d s  a n d
repurchasing  shares,  including
the impact of taxes and signaling.
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Leasing is covered as a financing
alternative, with a clear step-by-
step  NPV  analysis  to  decide
whether  t o  l ease  o r  buy .
International  finance  introduces
exchange rate hedging,  transfer
pricing,  and  pol it ical  r isk
assessment.  Although  these
topics  are  complex,  the  book
keeps  the  exposition  accessible
by using examples from familiar
multinational corporations.

Who Should Use
This Book?

P r a c t i c a l  F i n a n c i a l
Management  6th  Edition  is
designed  for  a  broad  audience.
T h e  p r i m a r y  t a r g e t  i s
undergraduate  students  in
business,  finance,  or accounting
programs. The text is also widely
used in MBA courses that focus
on  applied  corporate  finance.
However, its practical orientation
makes  it  valuable  for  several
other  groups:

Early-career finance
professionals – Analysts,
associates, and junior
treasurers can use the book
to fill gaps in their
knowledge and as a
reference for daily
calculations.
Small business owners –
Entrepreneurs who need to
understand financial
statements, cash flow, and
investment decisions will
find the plain-English
explanations helpful.
Non-finance managers –
Professionals in marketing,

operations, or human
resources who collaborate
with finance teams can
benefit from a working
knowledge of key concepts.
Self-directed learners –
Anyone interested in
personal finance or
investing will gain a solid
foundation in valuation,
risk, and planning.

The  book  assumes  no  prior
finance background—only a basic
familiarity  with  algebra  and  a
willingness  to  work  through
problems.  This  low  barrier  to
entry,  combined with the depth
of coverage, makes it an inclusive
learning tool.

How This Book
Builds Practical
Skills

The hallmark of this textbook is
i t s  r e l e n t l e s s  f o c u s  o n
application.  For  example,  when
teaching the time value of money,
the  authors  do  not  just  give
formulas; they show readers how
to  use  financial  calculators  and
Excel functions (such as =PV and
=FV).  Similarly,  in  the  capital
budgeting  section,  there  are
dedicated  spreadsheets  that
c a l c u l a t e  N P V  a n d  I R R
automatically,  allowing  students
to run their own sensitivity tests.

The  book  also  incorporates
decision-making  ethics.  Each
chapter contains a short scenario
that  presents  a  dilemma—for
instance,  whether  to  inflate
revenue projections to secure a



loan. These vignettes encourage
critical  thinking  and  remind
readers  that  financial  decisions
have ethical consequences. In the
6th  edition,  the  authors  have
expanded this feature, reflecting
the  growing  emphas is  on
corporate  governance  and
transparency.

Another  practical  dimension  is
the  inclusion  of  “Tips  from the
Trenches”  boxes,  where finance
professionals  share  insights
about  common pitfalls  and best
practices. These snippets bridge
the gap between academic theory
and the messy reality of business.
For instance, a box might discuss

why many firms prefer to use the
payback period as a quick filter
even  though  it  has  theoretical
flaws—because  real-world
managers need intuitive metrics.

Comparative
Advantage Over
Previous Editions

For readers familiar with earlier
editions  of  this  book,  the  6th
edition  represents  a  significant
upgrade.  The  most  obvious
changes  include:

Updated tax and
regulatory environment


