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Course Objectives

· To acquire a basic understanding of the theory of corporate finance and its application to problems faced by financial managers
· To understand the decision-making processes in corporate financial management
· To become familiar with the tools available to managers in making these decisions.
· To learn the basic techniques of business valuation.
Particular emphasis will be placed on the relationship between various managerial decisions (long term and short term financial planning, long-term investment decision, working capital management, capital structure, and dividend policy) and the firm’s value.

Course Structure

Our class meetings will include lectures, problem solving, and class discussions.  Lectures will follow closely the text but will include outside materials such as short articles, other problems, and small cases.  Emphasis will be placed on the discussion of problems and cases in class.  You should read all the course materials and work on problems that are scheduled for class discussion prior to the class in which they will be discussed.  In designing the lectures I assume that you have done so.

MAJOR PROJECT:

Student teams will select a company to value and then identify ways (i.e., strategies) to unlock value of the enterprise. The project includes analysis of the various tools used as well as applications of Excel spreadsheet software. Emphasis is placed on the quality of assumptions that underlie the inputs to the models. Both the DCF and multiples approaches will be used. A formal presentation of the valuation results is made the last day of class. 
Grading Policy

Homework/Class Participation

10%


Quizzes




25%

Team valuation presentation and report
30%

Final Exam 




35%

There will be both numerical and analytical questions on the exam and quizzes. 
	Session
	Topic
	Readings



	Aug 3
	Review and overview
Making Capital Investment Decisions; Risk Analysis, Real Options & Capital Budgeting; Return& Risk: CAPM 

Suggested problems from the text:


	Chapters 7, 8, 10
7.7, 7.9, 7.10, 8.13, 8.14, 10.2, 10.5, 10.7, 10.29, 10.30, 10.33, 10.34, 10.35


	Aug 4
	Capital Budgeting and Cost of Capital;
Corporate Financing Decisions & Efficient Capital Markets; Capital Structure: Basic Concept & Limits to Use of Debt; Dividend Policy

Suggested problems from the text:


	Chapter 12, 13, 15-18
12.9, 12.10, 12.11, 12.13, 15.4, 15.7, 15.8, 15.15, 15.17, 15.18, 15.19, 15.21, 16.1-16.5, 16.11, 17.12, 17.13


	Aug 5
	Quiz

Financial economics of valuation

Valuation and Capital Budgeting – Chapter 17 In class problems

Team Meeting


	

	Aug 6
	In class problems 
Notes on Valuation Approaches 
Project Stone Valuation 

Strategic Considerations, CV 
Team Meeting


	

	Aug 7
	Review, Team presentations
Final Exam
	

	
	
	

	
	
	

	
	
	


Text
Corporate Finance by Ross, Westerfield, and Jaffe (7th or 8th edition, International edition is OK).
Course Plan and Reading Schedule
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