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COURSE DESCRIPTION:


Developments in Modern Finance over the last three decades have created a body of knowledge that is now regarded as indispensable for decision making in many diverse areas of Corporate Finance and Investment Management.  This course provides a conceptual framework for these decision making processes.  The modern theories of risk and return will be the building blocks for both Corporate Finance and Investments. Concepts of valuation, diversification, hedging, efficient markets, signaling and agency costs are also introduced.  

Prerequisites: 
FN 6411 - The Financial Environment




DG 6820 - Probability and Statistics

Course Material 
TEXT BOOK  (Required)


1. Ross, Westerfield and Jaffe Corporate Finance 
Irwin, 8th edition.


2. A collection of papers will either be distributed in class or will be kept in the 
reserve section of the Library.  


3. The Wall Street Journal.

Suggested readings:


1.  Brealey, Richard and Stewart Myers, Principles of Corporate Finance 
McGraw-Hill Book Co. 7th ed., 2003

Grading Policy: 

Grades will be tentatively based on the following.

Mid–term  and Final Exam (in class)
30% + 30%

Take home exam


40%

Warning:

The course outline provides a general guideline for the course; deviations may be necessary.  Any schedule or other changes will be announced in class, and all students are responsible for the announced changes regardless of whether she/he is in the class at the time of the announcement.  This includes announcements made in the first night of the class.
Week 1, 2, 3, 4 & 5

Security valuation and Capital Budgeting

Week 6, 7, 8 & 9/10

Risk and Return

Week 10, 11, 12, 13 & 14
Pricing Derivatives and Options

Course Outline:  The following assignments provides general plan for the course; deviation may be necessary.
Week 1.
Introduction and Overview of the Course


Time value of money and Security valuation (Stocks and Bonds)


Readings: Ch. 4-8
Week 2
Security Valuation and Capital Budgeting


Stocks and Bonds



Readings: Ch. 5
Week 3
Capital Budgeting


Readings: Ch. 6 & 7
Week 4
Capital Budgeting continued


Readings: Ch. 6,7 & 8
Week 5
Stock Valuation and valuation models (continued)



Readings: Ch.5
Week 6
Risk and Return


Review of Statistics: Mean, Variance and Correlation



Readings: Ch. 9, 10 & 11

Week 7
B. Risk, Return, CAPM and APT


 Efficient Frontier and CAPM



Readings: Ch. 9, 10 & 11

Week 8
C. Risk and Return - continued



Readings: Ch. 9, 10 & 11

Week 9
D. Risk & Return



Readings: Ch. 9, 10 & 11

Week 10
Introduction to options & Futures


Readings: Ch. 22, 23, 24 & 25

Week 11
Options & Futures continued



Readings: Ch. 22, 23, 24 & 25

Week 12
Options & Futures continued



Readings: Ch. 22, 23, 24 & 25

Week 13
Risk Management Instruments



1. Futures and Forward Markets



2. Options



3. Hedging



Readings: Ch. 25
Week 14
Risk Management Instruments continued



1. Futures and Forward Markets



2. Options



3. Hedging



Readings: Ch. 25

Week 15 
Final Exam 

We will use four cases to show application of quantitative methods in different areas of Finance. First two cases will be distributed in class. Other two you need to download from E-reserve. 
