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O OO O O O O The financial manager's second main responsibility is to raise the money that the firmneeds for its
investments and operations. This is the financing decision. When a com-pany needs to raise money, it can invite
investors to put up cash in exchange for ashare of future profits, or it can promise to pay back the investors' cash
plus a fixedrate of interest. In the first case, the investors receive shares of stock and becomeshareholders,
part-owners of the corporation. The investors in this case are referred toas equity investors, who contribute equity
inancing. In the second case, the investorsare lenders, that is, debt investors, who one day must be repaid. The
choice between debt and equity financing is often called the capital structure decision. Here capital refers to the
firm's sources oflong-term financing. A firm that is seeking to raise long-term financing is said to be "raising capital.
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