Article Analysis
Using the articles attached, create a 500-750 word analysis that includes the major point(s) made, application(s) to Financial Management, the concepts reinforced, and a summary. The text for the course is Foundations of Financial Management (11th ed.) by Block, Hirt. Attached are the objectives we have already covered in the class and the articles.
	•  Calculate present value and future value for single amounts, annuities, and uneven streams of cash flow.

	•  Identify various financial applications of the time value of money.

	•  Calculate the present value of bonds, preferred stocks, and common stocks using required rates of return (yield to maturity for bonds).

	•  Describe the importance and role of capital budgeting in organizations.

	•  Make capital budgeting decisions utilizing alternative capital budgeting decision models and risk analysis techniques.

	•  Prepare a lease versus buy analysis to determine the advantages and disadvantages of leasing.

	•  Analyze the impact of leverage on earnings and risk.

	•  Describe the characteristics of various debt and equity instruments.

	•  Analyze dividend policy and derivatives strategies in relation to maximizing shareholder wealth

	•  Calculate an organization’s Weighted Average Cost of Capital (WACC).

	•  Explain how optimal capital structure is determined using the Capital Asset Pricing Model (CAPM) and Weighted Average Cost of Capital (WACC).

	•  Explain the relationship between cost of capital, bond ratings, and the capital budgeting decision-making process.

	•  Assess the effects of mergers and acquisitions on the value of a firm.

	•  Assess the important issues in international financial management.


Target Finds Buyer for Half its Card Receivables 
Mega-retailer Target Corp. today said it is in negotiations with an investment partner to sell an interest in approximately half of Target's credit card receivables for about $4 billion. 

This action is the result of a review of ownership alternatives for its credit card receivables that commenced last September. 

If a transaction is completed, a closing during the second calendar quarter of 2008 seems likely, the company said.

The proposed transaction is intended to achieve the objectives previously outlined in the company’s September announcement. If completed, it would generate substantial liquidity for Target from a single source unrelated to the debt capital markets and forge a new, long-term strategic relationship with the investment partner.

The retailer did not name the party with which it is negotiating. 

Target held credit card receivables of more than $8.5 billion at the end of January, according to an SEC filing dated Feb. 20. 

http://www.collectionsworld.com/article.html?id=200803126AQ2Y605

Target Finds Deal For Receivables

March 13, 2008
By Ken MacFadyen, Mergers Unleashed
After much speculation about whether or not Target Corp. would divest its credit card operations, the retailer said late yesterday that it was in negotiations to sell “an undivided interest in approximately half” of its credit card receivables, a sale that would be valued at around $4 billion. The retailer did not divulge the buyer.

In recent years, many of Target’s competitors have made similar moves. Sears Roebuck & Co. unloaded its $31.8 billion credit card portfolio in 2003 to Citigroup, clearing $6 billion on the sale. The same acquirer bought the Macy's credit card portfolio through a $4.6 billion deal in 2006.

When Target announced that it was looking at a possible sale last September, some marketwatchers questioned the timing, as credit conditions had already begun to deteriorate. But pressure to sell remains in the form of activist investor Pershing Square Capital Management, which as of Dec. 21, held 9.97% of Target’s shares, according to a 13D filing with the Securities & Exchange Commission.

Moreover, Target’s credit card operations remain healthy. In the company’s fourth-quarter conference call, Target executive vice president and CFO Doug Scovanner noted that the receivables balances “grew at a very strong pace” in the last six months of 2007, and going forward, he forecast that delinquency rates would “remain stable” throughout 2008.

According to the statement, Target said that the proposed sale would achieve all of the goals the company was gunning for, citing the “substantial liquidity” the deal would bring, as well as allowing the retailer to preserve what has been a valuable revenue stream, through the 50% of the receivables it will hold onto. Also, Target said the deal forges “a new, long-term relationship with an investment partner whose broad experience is expected to result in strategic and financial benefits to Target over time.”

Goldman Sachs advised Target on the sale.

At press time there had been no word about possible acquirer, although in the past, marketwatchers have speculated that JPMorgan Chase, GE Money Bank and Bank of America could be possible suitors. In August, GE Money Bank acquired the credit card business of Chevron Corp.
The deal is subject to various third-party consents and reviews, as well as the execution of a definitive agreement between Target and the unnamed investor. The company anticipates that the deal will close sometime in the second quarter.

http://finance.aol.com/related/target-corporation/tgt/NYS?topic=81109810&tab=5

