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COURSE OBJETIVES 

This course focuses on the fundamentals of Corporate Finance.

The course aims at understanding how much to invest and moreover, which are the right assets to do so. This is a core course that covers the basics, while leaving more advanced topics to follow up modules. In particular, the funding decision (debt or equity) will be left to Advanced Financial Management.

Students will gain a general knowledge of two areas:

1) Short term analysis and feasibility: Use of financial statements to forecast short term funds needs and elaborate financial plans for a firm.

2) Long term analysis and economic value: Should we invest in fixed assets (Capital expenses)? Will it create economic value?

METHODOLOGY

The course will be a mix of lectures, exercises and case discussions:

Main theory with core lectures

Main concepts in class. 
Power Point slides will be posted on Online Campus so you can review next class in advance.
Attached relevant technical notes - which are supposed to be read before class.
Recommended chapters should be read as well (BMA - Principles of Corporate Finance)

Finance is a very technical subject. My advice is that you read thoroughly all technical notes available before the class. Otherwise, sooner rather than later you will be totally lost. 

If you really want to learn this subject and work in this field, you need to read a good book like BMA or Higgins.

Review Exercises and Review Sessions **
Class will be asked to solve review exercises in order to focus on specific concepts. 

Extra exercises will be posted in Online Campus so finance beginners can practise. They will be self corrected so we will not review them in class.

Microsoft Excel *
While I assume a starting level of Microsoft Excel, I will help you to improve your excel skills and this course will take you to a new level. In sessions marked with a “*” we will practise and apply tricks to improve your excel knowledge.

Participation

While open participation is key, I am not keen on: (And I will immediately stop)

· Zero added value / Air time / “for the sake of participating” questions

· Questions that reflect that you did not read the technical note beforehand

Business Case Presentation ***
There are 5 business cases (marked as ***) to be presented as scheduled by one group or pairs of groups.

As in real life, presentation skills can be more important than finance skills, therefore presentation skills do count for the grade. Groups will use Powerpoint files that will be sent to the digital drop box the day before the case is presented (24:00). If case takes a double session, always assume that you will be presenting the first day.

Presenting groups will focus on answering case suggested questions (Questions are included in this syllabus after each Business case). They will fill out mandatory tests as well plus supporting excel files.

We will form groups to work outside of class to discuss and analyze cases. An important aspect of this course is the emphasis on teamwork. As in the real world you have to work together with other people to accomplish a common objective.

For the rest of the class: I expect you to read and discuss the case with your group before class. In a case course you learn by thinking about the issues at hand and discussing them with your group members and by putting yourself in the position of a decision-maker. Although I provide some guidance, it is up to you to identify the salient issues and analyze them. Keep in mind that, as in any business situation, not all the information included in the case is relevant. Part of the art of executing a good financial analysis is to focus on the critical facts and not to be distracted by detail. Finally, you should not look for the "solution" to a case. Usually, I will present my ideas about how the case should be approached; alternative approaches based on different assumptions may be equally valid.

I am counting on each of you to be prepared to effectively contribute to the class discussion. The success of the course depends on your participation. 

Mandatory Tests (Supporting Excel Calculations) ****

While qualitative analysis is important, a Finance student needs to have strong quantitative skills as well.
There will be four individual mandatory 10 questions test that will be submitted by everyone in the class. This test is an excuse to work on specific quantitative exercises in order to review and apply financial theory. Tests will always be Multiple-choice and only one answer is correct. Clear hypothesis will be given to avoid confusion. 

Each test will be published in Online Campus within the relevant business case folder. 

While every student will fill out their own independent test, each group should submit supporting excel calculations to the digital drop box so I can check where your numbers came from.

Groups will work together but if a member of the group disagrees, she can chose a different answer in the test. Therefore, even though you worked as a group I will grade you individually.

Deadline for Test & Excel file: Day before case is presented (24:00) ****

Individual tests and excel calculations do count for the grade. 

Final written exam *****
10 questions exam will take place during the last session.

Multiple-choice test. Only one is correct.
Duration: 1 hour and 20 minutes. 

You will bring your own computer to the class. 

Basic Class Rules
No Computers or mobile phones switched on.

Regular and early attendance will be monitored.

In order to avoid unfair situations I will not answer emails giving info/hints on case solutions/analysis. You are encouraged to ask during class time so everyone has the same info.

EVALUATION CRITERIA

· Class Participation: 20%

· Business case Tests and Excel files: 20%

· Case Presentation (Power point and presentation skills): 20% 
· Mandatory Exercises: 5%

· Final Written Exam: 35%

PROGRAM

MODULE I: SHORT TERM ANALYSIS AND ECONOMIC FEASIBILITY

SESSIONS 1 & 2

Introduction to the course. Elements of financial analysis.

Ratios and financial statement analysis.

T.N.: What Does the Financial Viewpoint Contribute to a Business (F02/360-I)
T.N.: Balance Sheet: A Financial Perspective (F02/402-I)

Excel Review *

SESSION 3
Excel Review *
Review Exercises **
SESSIONS 4 & 5

How to make financial forecasting 

P.C.: The Body Shop International PLC 2001:An Introduction to Financial Modelling 

(UVA-F-1349)

Suggested readings: BMA, Chapter 29

This first case will be presented by the professor. Please read it thoroughly.

T.N.: How to Analyze the Economic Feasibility of a Business (F02/361-I)

Excel Review *

SESSION 6
Funds requirements of a growing firm.

P.C.: Clarkson Lumber Company (HBS 9-297-028) *** 
Test ****
Case Suggested questions.

1. Why has Clarkson Lumber borrowed increasing amounts despite its consistent profitability?

2. How has Mr. Butler met the financing needs of the company during the period 1993 through 1995? Has the financial strength of Butler Lumber improved or deteriorated?

3. How attractive is it to take the trade discounts?

4. Do you agree with Mr. Butler's estimate of the company's loan requirements? How much will he need to finance the expected expansion in sales to $5.5 million in 1996 and to take all trade discounts?

5. As Mr. Butler's financial adviser, would you urge him to go ahead with, or to reconsider, his anticipated expansion and his plans for additional debt financing? As the banker, would you put on the loan?

SESSION 7
Funds requirements of a seasonal firm. 

P.C.: SureCut Shears, Inc. (HBS 9-297-013) ***

Suggested reading: BMA, Chapter 31
Suggested questions.

1. What assumptions did Mr. Fischer make when he prepared the forecasts shown in Exhibits 1 and 2? 

2.  Were these assumptions reasonable?

3. Why was SureCut Shears unable to repay its bank loan by March 31, 1996, as originally forecasted?

4. Has SureCut’s financial condition worsened sufficiently to cause Mr. Stewart any great concern.

5.  Compare the nature of the problem faced by SureCut Shears and Clarkson Lumber.

SESSION 8
Review Exercises **
MODULE II: LONG TERM ANALYSIS AND ECONOMIC VALUE

SESSION 9

Introduction to investment analysis. 

T.N.: The value of money over time (I) (DF2-114-I)

T.N.: The value of money over time (II) (DF2-115-I)

Suggested readings. BMA, Chapter 2 & 3

SESSION 10

Relevant Cash Flows and Investment Decisions in practice

T.N.: Measuring the Elements of Economic Value: Cash Flows (DF2-125-I)

Relevant cash flows and rate of discount

Review Exercises will be suggested after the theory. **

SESSION 11
Investment decisions in practice

P.C.: Agua Clara (B) (F2/394-I) ***

Test ****
Suggested readings. BMA, Chapter 6, 7
Case Suggested questions.

1. Analyze the acceptability of each investment project using Payback, IRR , BCR and NPV as capital budgeting criteria. 

2.  Assuming these are not mutually exclusive projects (independent), what would you do?

3. Now assume that Marbella and Torremolinos are mutually exclusive investment projects and that the initial investment needed is bank financed. Which investment project would you select?

4.  Repeat you analysis in step 3 assuming that Marbella is a riskier project and thus requires a discount rate of 20%. 

SESSION 12
Review Exercises **
SESSION 13 & 14

Calculating the WACC and CAPM

M.D.: The Cost of Capital. Multimedia (DF2-141-I-M)

M.D.: The Cost of Capital (DF2-141-I-M)

Suggested readings. BMA, Chapters 8, 9 & 10

Review Exercises **

SESSION 15 & 16

Calculating the WACC and CAPM

P.C.: Marriot Corporation. The cost of capital (Abridged) (HBS 9-289-047) ***

Test ****
Suggested readings. BMA, Chapter 10
Case Suggested questions.

1. How does Marriott use its estimate of its cost of capital.? Does this make sense?

2. If Marriott used a single corporate hurdle rate for evaluating investment opportunities in each of its lines of business, what would happen to the company over time? 

3. What is Marriott’s Weighted Average Cost of Capital? What types of investments would you value using Marriott’s WACC?

4. What is the cost of capital for the lodging and restaurant divisions?

5. What is the cost of capital for Marriott’s contract services division? How can you estimate its equity cost without publicly traded comparable companies?

SESSION 17 & 18

Project Evaluation

P.C.: Atlantic Corporation (Abridged) (HBS 9-297-015) ***
Test  ****
Suggested readings. BMA, Chapter 11/12
Case Suggested questions.

1. Is the acquisition of Royal´s linerboard mill and box plant a sound strategic move?

2. What is the outlook for linerboard prices? For the profitability of the linerboard industry?

3. What basis, if any, is there for expecting Atlantic-Royal´s combined linerboard and box mill operations to do better/worse than the industry overall?

4. What prices should Atlantic Corporation be willing to pay for the linerboard and box mill operations of Royal Paper Corporation?

What value, if any, should be assigned to the years after 1993?

5. Would you acquire Royal´s linerboard and box mill operations? What price would you pay paper?

6. Assuming that Atlantic does acquire Royal Paper´s mill and plants for $319 million. What would be the magnitude of Atlantic´s external funding needs over the next 4 years, and what would be the most appropriate means of financing those needs?

Exercises review of Project Evaluation **

SESSION 19

Course review **
SESSION 20

Final exam *****
PRESENTATION SCHEDULE
While all groups will submit test & supporting excel file only one/two groups will present per case. 

See schedule below:

	Groups presenting
	Case

	Group A & B 
	Clarkson Lumber ***

	Group C & D
	SureCut Shears ***

	Group E & F
	Agua Clara ***

	Group G & H 
	Marriott ***

	Group I & J
	Atlantic ***


Always assume that you are presenting the first day of the double session.
ACADEMY INTEGRITY

The use of unauthorized materials, communication with other students during the exam, attempting to benefit from the work of other groups, and similar behaviours are a violation of the code of conduct of IE Business School.
BIBLIOGRAPHY

There is a huge amount of bibliography on Financial Management. Anybody interested in specific bibliography will be welcome to ask me by email. 
There is a textbook in this course: “Principles of Corporate Finance”. Brealey / Myers / Allen. Mc Graw Hill. 2008. 9th Edition. As you can see, I included in the Syllabus the Chapters of textbook dealing with the matters discussed in the sessions, as suggested readings.
A complementary good manual is “Analysis for Financial Management”. Robert C. Higgins. Mc Graw Hill. 2007. 8th Edition. 
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