FI 542

Financial Analysis and Decision Making
Syllabus

Fall 2007
Professor:
Maneesh K. Sharma, Ph.D.

Office:

Neff 350F

Office Hours:
 M/W 4:30- 5:30PM
Email:

shramam@ipfw.edu
Website:
http://users.ipfw.edu/sharmam

Text:

Brigham and Ehrhardt, 12th edition, Thomson-Southwestern
Course Description:    Our approach in this course will be to use “hands on” technique to demonstrate and use various theories and concepts of corporate finance.  This approach will necessitate the understanding of finance theories and combining them with “strategical” inputs to obtain superior business models.  We will start the semester with a discussion on financial statements and how they are constructed, especially the cash-flow statement, as well as learn how they can be misused to hide inferior performance.

Once we have mastered the use of financial statements, we will then proceed to other issues such as capital budgeting, capital structure, valuation of instruments, dividend and stock splits and examine the theory behind these concepts as well as empirical results on these topics.  The student will be expected to demonstrate a full understanding of the theory as well will be expected to combine the “evidence” to make informed corporate decisions about the types of capital structures, dividend polices as well as investments.

The course will be a combination of lectures, discussion of current issues, and reading of assigned articles on specific topics to supplement theory with empirical evidence.  At appropriate times, I will also make uses of cases to demonstrate how these concepts can be utilized in practice.  A “demonstration” using cases will be made on the topics of Capital structure, Capital investment, Dividend Policy, and Mergers and Acquisition.

At the end of course, the student is expected to have thorough knowledge of important corporate finance topics such as capital budgeting, capital structure, dividend policy, and valuation.

The class will be divided in groups of 4 or less students for the purpose of working on an “end of the semester” - major case.  This case will be on the topic of M&A where the groups will be asked to evaluate the merit and value of a business combination.  This case will be handed out at least 6 weeks before the end of the semester with a presentation by all groups to be made towards the end of the semester (see details in the section below).  In this format the student will be asked to evaluate the business models, the validity of combinations, perform investment analysis and simulation to arrive at final “price” for the business to be acquired backed by a thorough analysis of all factors.  More will be said later in class.

Mode of Communication.  The class will primarily be lecture and case oriented.  The student will be expected to have read the lecture material prior to attending the class.  The emphasis will be to make lectures as interactive as possible.  For this to materialize, the student will be expected to have read material from a variety of sources including WSJ, the text, assigned articles as well as share information and experiences from their business affiliations.  In short, the responsibilities for learning effectively will BE A FUNCTION OF THE STUDENT’S OWN EFFORTS as well as guidance from me.  Some of the material will be intensive and the student can expect to devote much time to this class.  

Discussion outline

August

20
General discussion of the course and Financial Statement Analysis- FSA-Ch3
27
Analysis of financial statements and TVM – Assign project I-Ch4
September

3
Labor day
10
Stock and Bond valuations- Chs 5,6,8 
17
Financial options- Ch9
24
Exam I 

October

1.
Cost of Capital- Ch10; assign Project II 
8.      
Fall recess 

15
Capital budgeting-Ch11
22
 Cash flow estimation- Ch12
29.
Real options; Assign M&A case
November

5
Exam II
12
Financial planning and corporate valuation- Ch 14-15
19
Capital structure decisions-Ch16
26
M&A- Ch25
December

3
Exam III
10
Discussion of final case

Grade evaluation.  The overall grade in the course will be based upon the results from the following:  three exams, two mini cases and one major case.  The exams will account for 60% of the overall grade (20% per exam).  The mini-cases will represent 20% of the grade, and major case will makeup the remaining 20% of total grade.

On all cases, the students will prepare and submit a copy of one page executive summary to the class for facilitating Q&A session.  The presentation will be a group presentation and members are expected to dress professionally.  The Q&A session will be the week after the cases are assigned, with the exception of the final case.  The presentations made during the last hour of the class.
Structure of exams.   All exams will be numerical/essay exams.  The student will be expected to demonstrate their knowledge of theory as well as appropriate empirical literature on specific questions.  The exams will last for 2 hours.

Case Evaluation.   All members of groups will be asked to grade each other. As stated, the written portion will account for 80% while the presentation will account for 20% of the grade on the case. 

Other requirements.  This is a graduate course and as such, the work load can be intensive.  There are a lot of outside class readings, cases to be prepared for, and a “substantial” case towards the end of the semester.  Please make ABSOLUTELY SURE that your commitments at workplace will not interfere with your performance potential in the class.  I am available to help (through e-mail as well as appointments, etc.), but it would be unreasonable to assume that there is no “INDEPENDENT EFFORT” required of the student.  You will be expected to keep pace with the material in the class, the assigned readings, as well as happenings in the “marketplace”.  If dedicated, this class will prove to be one of the MOST REWARDING AND FULFILLING classes.

The student is also expected to read WSJ, Barron’s and or other financial magazines to keep pace with recent corporate developments.  The student is also expected to know how to use spreadsheet to conduct financial analysis.  If you are interested in WSJ, and or Barron’s, I have the subscription forms that make these articles available at discounted rates.  Interested students should let me know.

Grading Scale  The grades will be assigned on the university scale: A-90 or above, B-80-89, C-70-79, D-60-69, and F- less than 60.

