Fall 2008
Hong Kong Shue Yan University

Department of Economics

            Bachelor of Arts (Hons) in Economics and Finance

	Course title
	: Introduction to Corporate Finance

	Course code
	: FIN 245

	Year of Study
	: 2

	Number of Credits
	: 3 credits

	Duration in weeks
	: 15 weeks

	Contact hour per week
	: Lecture (2 hours)

group sessions (1 hour)


	Pre-requisite Course(s)
	: ACCT100 Financial Accounting
or by consent of course coordinator


Course Aims

This is a follow-up to ACCT 100 (Financial Accounting). By integrating Accounting and Finance, the concepts and techniques introduced in this course enable students to explore other finance areas such as investments, financial planning, banking, taxation, insurance, financial innovations, exchange rates, and risk analysis.
Learning Outcomes

At the completion of the course, students should be able to:

1. make investment decisions under conditions of certainty and uncertainty;

2. make financing and dividend policies / decisions;

3. appreciate other areas of corporate finance such as mergers & acquisition, divestitures, and bankruptcy;

4. and examine corporate finance practice and applications in Hong Kong.

Course Outline
Part One: Preliminaries of Corporate Finance (2 weeks)
1. Introduction to Corporate Finance (T.1:Ch.1,2,3,10)         

i. From Financial Accounting to Corporate Finance

ii. Goals of the firm and the role of the financial manager within the organization

iii. Ethics and firm value

iv. Discounted cash flow analysis

v. Valuation of securities

vi. Risk and return

2. Valuation of Future Cash Flows (T1:Ch.5,6,7,8)

i. The Time Value of Money

ii. Discounted Cash Flow Valuation

iii. Interest Rates and Bond Valuation

iv. Stock Valuation

Part Two: Capital Budgeting and Project Evaluation (4 weeks)

3. Investment Decisions  (T1: Ch.9,10,11)            

i. Net Present Value and Other Investment Criteria

ii. Making Capital Investment Decisions

iii. Project Analysis and Evaluation

4. Risk and Return (T1: Ch.12, 13, 14)

i. Some Lessons from Capital Market History

ii. Return, Risk, and the Security Market Line

iii. Options and Corporate Finance

Part Three: Cost of Capital, Financial Management Policy and Corporate Restructuring  (6 weeks)

5.   Cost of Capital (T1: Ch15,16,17,18; R5: Ch15)

     i.   Cost of debt, Cost of Preferred Stock and Cost of Common Equity

     ii.   Weighted Average Cost of Capital

6. Capital Structure Decision (R7:Ch18; R4: Ch.12)

i. Raising Capital

ii. Financial Leverage and Capital Structure Policy

iii. Dividends and Dividend Policy

7. Working Capital Management (T1: Ch.19,20,21;R6: Ch19,20)

i. Short-term Finance and Planning

ii. Cash and Liquidity Management

iii. Credit and Inventory Management

8. Mergers and Acquisitions (T1: Ch.25)

i. The Market for Corporate Control

ii. Sensible Motives for Mergers

iii. Dubious Reasons for Mergers

iv. Leveraged Buyouts

v. Divestitures and Spins-Offs

vi. Other forms of Restructuring

Part Four: Case Studies in Hong Kong and Group Presentations (3 week)

9. i.    The Peregrine case

ii. The CA Pacific Securities case

10.  Group Presentations

Teaching Approach

One of the important components of this course is to understand the extent to which "theoretical" and "practical" considerations interact in reality. Towards this end, while lectures will be used to emphasize concepts and to identify and clarify main points in specific topics, group sessions will used to promote discussions and practical applications of concepts taught through class exercises, case studies and term project presentations.
Assessment

Continuous Assessment 

Class Participation                       5 %
Practical Exercises and Quizzes            15 %

Group Projects                         20%

Group Presentations                     10%
Written Examination (2 hours)             50%

                                     100%
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