
Marginal Cost Capital 

MCC is the cost of the last new dollar of 
capital a firm raises.   

As a firm raises more and more capital, the 
costs of different sources of financing will 
increase.  

MCC schedule shows the WACC for different 
amounts of financing.  

Break points occur any time the cost of one 
the components of the company’s WACC 
changes.  
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Capital Asset Pricing Model 
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Arbitrage Pricing Model (APT) 
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APT 

Example 

An investment firm employs a two factor APT model. The risk 
free rate equals 5%. Determine the expected return for the 
Invest Fund using the following data: 

 

 Factor 1 Factor 2 

Invest Fund Factor Betas 1.5 2.0 

Factor Risk Premiums 0.0300 0.0125 
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