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Introduction and Objectives

Throughout this course, we will maintain a general management perspective towards financial management and analysis.  More specifically, we will emphasize the need to reconcile competing viewpoints when assessing the merits, drawbacks, and consequences of individual financial decisions.

Most financial decisions involve multiple stakeholders (e.g. banker/borrower; shareholders/management; management/creditors; investment banker/corporate treasurer; existing shareholders/new shareholders) who develop competing viewpoints based on their own assessments of the expected financial returns and risks associated with particular financial proposals, and in the context of the opportunities provided through financial markets. 

During the course, we want to understand the essential arguments that contribute to these separate viewpoints, while developing general approaches to financial health and performance assessment, financing and investment decisions, and the valuation of risky financial assets (debt and equity) that can reconcile these viewpoints effectively.  Gaining expertise with technique is a necessary but not a sufficient condition for meeting these objectives.  As a consequence of this course, we hope to sharpen your practical financial skills and judgment in the context of a systematic review of contemporary financial theory and practice.

The major course topics and themes are (i) assessing the financial health and performance of a company (profit decomposition, impact of financial leverage, sustainable growth, risk, creating shareholder value),  (ii) understanding the requirements associated with different patterns of financing needs and appreciating the differences between types of financing instruments, (iii) gaining an appreciation for the principles of valuation,  (iv) reconciling competing viewpoints, (v) assessing relevant trade-offs between expected financial returns and risks, and (vi) understanding how financial markets work.    

Related skill-building and policy sub-themes include (i) business system and value chain analysis, (ii) analysis of adjusted funds flow and cash flow,  (iii) financial ratio analysis,  (iv) working capital management,  (v) forecasting financing requirements, (vi) computer-assisted financial planning, and (vii) the application of valuation models to bond pricing, investment projects, shareholder equity valuation, and options contracts.

The "road-map" (last page of this note) provides an overview of the overall course content.  In any single classroom session, we will normally deal with the interface between 3-8 of the major themes indicated by bold type on this “road-map”.  In preparing cases, keep your focus on these major topics and themes. In selecting cases and presentation examples, 
In selecting cases and preparing presentation materials, I have tried to cover a broad range of industry settings (trading, manufacturing, and service sectors) as well as different geographic locations (North America, Western Europe, China, Japan, Far East, Australia, and Latin America,) to illustrate both similarities and differences in the applications of the general frameworks to particular industry groups and geographic regions. 

Teaching Materials

We will work with presentation materials, short numerical exercises, case studies, Excel spreadsheets, videos, and some negotiation materials. There are no required textbook readings for the course. However, IEDC will provide a textbook “Analysis for Financial Management” to be used as a guide and reference for the course. All of the necessary concepts and frameworks will be presented in the classroom. We will however discuss one or two case studies or exercises each day that will require some advance reading in the evenings on your part. 

Learning Approach

As needed, concepts/techniques/theory will be introduced in the classroom (through presentation and discussion format) prior to their application in exercises and case studies. The dominant teaching mode will be the case study discussion.  I anticipate that we will allocate roughly 60% of our study group and classroom time to exercises and case discussions and 40% to introductory presentations and discussions on concepts, techniques, theory, and applications.

We will sometimes spend 2 or 3 class sessions on one case study. My intentions are to (i) spread case reading preparation time over multiple class sessions, (ii) allow time for individual preparation of the cases after reading, and  (iii) promote depth of classroom discussion.  In selecting the cases, I have normally shown preference for relatively short cases - typically 2 -7 pages of text with 2-6 pages of exhibits.

We want to be rigorous in our study group and classroom discussions without looking at and evaluating unnecessary detail.  As a consequence, we will develop and encourage the use of rough, "back-of-the envelope" calculations (when these are robust and insightful). We will explore theoretical contributions to the financial literature but remain fundamentally practical in our approach.  Questions such as - "so what?";  "is that a big number or a small number that we are discussing?";  "can you push the analysis a little
further";   "how practical is that proposal"  -  will often be asked in the classroom and should be anticipated during individual and study group preparations.
Evaluation
You will be evaluated based on a written exam at the end of the course and for the contributions that you make during study group preparations, classroom discussions, and in helping others prepare for the written examination.

	Evaluation 
	Weight
	Dates

	Class participation and contribution 
	25%
	During The Course     (requirements stated below)

	
	
	

	Final examination
	75%
	November 27, 2008
(In-class exam – 6 - 8 hours)

	Total
	100%
	


Participation and Contribution

I will ask you to do some peer evaluation at the end of the course to help me to assess individual contributions to study group and classroom sessions as well as for exam preparation. This information, along with my assessment of classroom contributions, will be used to assess class participation and contribution.
Written Examination
An individual examination is scheduled for Thursday, November 27.  This exam will be "open-book" - meaning that you can bring individual notes, text-books, dictionaries, prior case studies, presentation materials, readings, and hand-calculators with you to the examination room for reference and use. 

The material selected for the exam (a case study and an investment appraisal problem) will be quite comprehensive relative to the major topics covered during the module (rather than being narrowly focused). The exam length will be six to eight hours.

The examination is intended for evaluation rather than feedback. As a consequence, participants should not expect to receive detailed written comments on their examination performance (with the exception of papers that are assessed as being below satisfactory performance). In providing examination feedback, I will try, however, to identify broad areas of potential improvement for individual class participants.  

Recommended Bibliography for after the course:

A. Corporate Finance: Theory and Practice
1. Robert C. Higgins, “Analysis for Financial Management”, Irwin McGraw-Hill, 8th edition, 2007 (my favorite introductory finance text).

2. Marc Bertoneche and Rory Knight, “Financial Performance”, Butterworth Heinmann, 2001 (another introductory finance text; even more concise than Higgins; good chapter on shareholder value from a European perspective).

3. Zwi Bodie and Robert C. Merton, “Finance”, Prentice Hall, 2000 (introductory to intermediate level; fresh and stimulating approach; learn Finance from a Nobel Prize winner)

4. Thomas Copeland and J. Fred Weston, “Financial Theory and Corporate Policy”, Addison-Wesley Publishing Company, 4th edition 2005 (advanced level; mathematical; rigorous development of portfolio theory, CAPM; M&M propositions; options pricing theory; Finance Ph.D. candidate level; could be circulating in a new edition).

B. Creating Shareholder Value 
5. Mckinsey & Co. Inc.: Tom Copeland, Tim Koller and Jack Murrin, “Valuation: Measuring and Managing the Value of Companies”, John Wiley & Sons, Inc., 3rd edition, 2000 (in my view, the best “cook-book” on free cash flow valuation techniques).

6. S. David Young and Stephen F. O’Byrne, “EVA and Value-Based Management: A Practical Guide to Implementation”, McGraw-Hill, 2000 (solid introduction to EVA with a good discussion of linking management compensation to EVA metrics)

7. Alan Rappaport, “Creating Shareholder Value”, The Free Press, 2nd edition, 1998,  (good discussion of the links between industry analysis and the free cash flow valuation model; easier to read than the McKinsey book for free cash flow valuation principles).

8. G. Bennett Stewart, III, Stern Stewart and Co., “The Quest for Value: A Guide for Senior Managers, Harper Collins Publishers, 1991 (the book that popularized EVA as a management and consulting tool).

C. Reading The Financial Pages

9. Romesh Vaitilingam, “The Financial Times Guide to Using the Financial Pages”, Financial Times Publishing, 3rd ed., 1996 (a useful guide to reading the financial page tables in the Financial Times; good descriptive material also on financial markets, financial intruments, and financial institutions).
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