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FINANCIAL MANAGEMENT II
AREA: FINANCIAL MANAGEMENT

INTERNATIONAL EXECUTIVE M.B.A.

SESSIONS: 10

PROFESSOR: ANTONIO RIVELA

E-mail: arivela@profesor.ie.edu
Education

Industrial Engineer- ICAI

PhD in Finance candidate – ICADE 

Associate Professor, Financial Area,  Instituto de Empresa Business School

Associate Professor, Financial Area, UNED

Associate Professor, Financial Area – ICADE

Antonio started teaching Financial Derivatives at ICADE in 1999 (Law & Economy Undergraduate - E3) and the Distance University UNED in 2002 (International Financial Markets Master). In 2007, he moved to I.E. Business School as an associate professor. He focuses on Financial Engineering (derivatives and structured products), Corporate Finance and M&A. He teaches all kind of finance courses including Financial Management I & II, Fixed income, Financial Math, Fixed Income Derivatives, Securitization and Credit Analysis at IMBA, IXMBA, MIF & MIAF.

He writes a weekly financial blog (http://finance.blogs.ie.edu), additionally he manages I.E. Business School ´s Investment Banking & Markets e-communities (http://forum.ie.edu/forumdisplay.php?f=601) and he seats on IE Business School’s Finance Dpt. Board.
His Industrial Engineering (ICAI) thesis dealt with interest rate derivatives models (HJM 2 Factor) and his PhD thesis (ICADE) deals with Gaussian copula models in order to evaluate credit derivatives and synthetic securitizations. 
Financial Industry

Managing Director. Co-Head Fixed Income Sales - Europe, Middle East & Africa. UBS. London

Director. Structuring Head - Iberia. Deutsche Bank. London

Analyst. Corporate Finance / M&A. Merrill Lynch. London
Quant. Fixed Income Derivatives. SCH. Madrid
Antonio started his financial career at Santander in 1996 where he developed fixed income models. Afterwards he became an M&A analyst at Merrill Lynch-New York & London. Then he headed up the structuring desk known as Relative Value Group for Spain and Portugal at Deutsche Bank in London. Finally he was hired by UBS-London to set up the Southern Europe Fixed Income Sales Team. After 2 years, he was given the EMEA mandate (Europe-Middle East and Africa). In 2008, he goes back to Madrid and starts working in the alternatives energy field.

Published by IE Publishing Department.

Last revised, January 2009. 
COURSE OBJETIVES 

Financial Management I aimed at understanding how much to invest and moreover, which were the right assets to do so. So, roughly speaking, Financial Management I focused on the asset side of the balance sheet.

Financial Management II focuses on the liability side of the balance sheet. Therefore students will focus on the following areas:

1) Deciding the firm’s financial structure: debt or equity.

2) Understanding the dividend’s policy.

3) Valuing a business, and more specifically within the framework M&A and LBOs.
4) Learning about derivatives in real life.
METHODOLOGY

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

Main theory with core lectures

Attached relevant technical notes - which are supposed to be read before class.
Recommended chapters should be read as well (Book: Higgins. Analysis for Financial Management). 

Class may be asked to solve proposed exercises in order to focus on specific concepts. Exercises do not count for the grade.
Team work is encouraged

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.

I expect you to read and discuss the case with your group before you proceed with your analysis. 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. 

Case reports

There are 6 case reports (marked as ***) to be handed in on the date before the session indicated in the schedule. I need a volunteer group to do the 6th one. Feel free to participate if you are looking for an A.

The day before (deadline 12pm) the class starts (Class starts on Tuesdays @ 3pm Madrid Local Time) , each team should submit his GROUP excel calculations to the digital drop box called Cases – Excel Calculations. On top of that, one person per group should fill out an online multiple choice TEST covering the main case questions. You are free to decide who your representative is. That test is a summary of the case so you do not have to send me a summary.

Then, at the beginning of the first class (Tuesday@3pm), the acting group (only one per case), will post their powerpoint presentation (no more than 10 slides) to the class. Afterwards the class and I will question their approach.

EVALUATION CRITERIA

The grade is based on:

· Individual Participation: 30%

· Group Participation: 30%

· Final Written Exam: 40%

PROGRAM

SESSION 1: Firm´s Financial Structure

Suggested readings: Higgins – Chapter 6 – The Financing Decision.
T.N.:
Debt or Capital: Deciding the Company´s Financial Structure (F02/265-I)

SESSION 2: Optimal Capital Structure

T.N.:
The firm’s capital structure as a source of value creation (F02/266-I)

P.C.:
Diageo (HBS 9-201-033) ***1 @ GROUP A

SESSION 3: Dividend´s policy
T.N.:
The dividend decision as a source of value creation (F02/282-I)

P.C.:
 Dividend Policy at FPL Group, Inc (A) (HBS 9-295-059) ***2 @ GROUP B

SESSION 4: Business Valuation
Suggested readings: Higgins – Chapter 9 – Business Valuation and Corporate Restructuring.

T.N.:
An Introduction to Cash Flow Valuation Methods (HBS 9-295-155)

T.N.:
Note on Alternative Methods for Estimating Terminal value (HBS 9-298-166)

P.C.: 
Radio One (HBS 9-201-025) ***3 @ GROUP C

SESSION 5: Business Valuation
T.N.:
Note on Valuing Private Businesses (HBS 9-201-060)

P.C.:
Friendly Cards, Inc. (HBS 9-293-135) ***4 @ GROUP D

SESSION 6: Project Finance
Project Finance Portal at Harvard -> http://www.people.hbs.edu/besty/projfinportal/
P.C.:
Southport Minerals (HBS 9-274-110) ***5 @ GROUP E
SESSION 7: Mergers & Acquisitions (Case: Hostile takeover)
T.N.:
Methods of Valuation for mergers and acquisitions (UVA-F-1274)

P.C.:
Philip Morris Companies and Kraft, Inc (HBS 9-289-045) ***6 @ Volunteer Group

SESSION 8: Review session Corporate Derivatives for hedging purposes

Debate: How to use derivatives to hedge your firm’s risks?
Suggested readings: Higgins – Chapter 5 – The Financing Decision.
(Just read the Appendix: Forward contracts, options & the management of corporate risks)
SESSION 9: Review session
SESSION 10: Exam

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 behaviors are a violation of the code of conduct of the Instituto de Empresa.

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: “Analysis for Financial Management”. Robert C. Higgins. Mc Graw Hill. 2007. 8th 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  “Principles of Corporate Finance”. Brealey / Myers / Allen. Mc Graw Hill. 2008. 9th Edition. 
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