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Maximizing Shareholder Wealth
Maximizing shareholder wealth is one of the primary goals of a corporation. It is best for the long-term health of the company and society. This goal states that the management should seek to maximize the present value of expected future returns to shareholders. These returns can be in the form of periodic dividends or proceeds from stock sales. Shareholder wealth is a function of future returns; therefore, when management decides to maximize it, they must consider the long-term impact on the corporation. Shareholders are the real owners of a corporation, and the management should have a mission to retain them. Setting a goal to maximize their wealth would set the corporation in line to achieve the stakeholders' economic and social interests, thereby enhancing the performance of the corporation in the long run (Denis, 2016). Stock prices, which measure this wealth, reflect the risks related to the expectation of future benefits by stakeholders. Besides, wealth maximization overcomes the limitations associated with all other goals, including profit maximization. When corporations seek to maximize the wealth of shareholders, they are trying to improve the stock price, and as it increases, the value of the firm increases.
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