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Macy Inc. FRICTO Analysis
1. Flexibility- Macy’s management have maintained a low debt. This is good as it makes it easier to access finance when an investment opportunity appears. The impact of alternative financing choices on the company’s ability to raise funds in the future. A company that has flexibility will always have access to financial markets and can also take the financing type of its liking.
2. Risk- The risk exposure of Macy Inc. is not high because of the low debt. As a rule-of-thumb, taking on more debt increases the risks of both creditors and shareholders. When taking debt, the wishes of the shareholders should be factored.
3. Income- Macy Inc. should increase streams of income and boost the existing to raise its share value. A company whose EBIT is above its financing indifference point will be able to increase its earnings per share (EPS) by taking on additional debt.
4. Control- The impact of alternative financing choices on the amount of control over the company held by each shareholder. In general, issuing additional common shares will dilute this control. 
5. Timing- In the current scenario debt financing is advisable as its rate do not exceed the crossover point. The impact of market conditions on alternative financing choices. From time to time, financial markets shift from one preferred type of financing to another, thereby affecting companies’ debt-equity mix choices.
6. Other- Others factors that Macy’s management should consider include the tax, which is beyond their control. The preferences of the shareholders should also be accommodated while making the financing. The projected profitability of the company and also the viability of the project to be started
Cross over point calculation is as follows
Cash flows. 2016= $545, 2015= $89, 2014= $997. Cost =$960
Crossover Formula = [image: NPV of ABC]
= 
Let 1+r = x

960x3- 545x2- 89x – 997 = 0
x = 1.277
[bookmark: _GoBack]Therefore: 1+r = 1.277
Cross over point R=0.277 or 27.7%
The cost of debt should not exceed 27.7%
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