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MBA and M.Sc. Courses
1231.3340 – Financial Management
Prerequisites:  Introduction to Finance (grade above 78), Introduction to Accounting
Second Semester – 2016

	Section
	Day
	Hour
	Classroom
	Exam date
	Lecturer
	Email
	Telephone

	03
	Sunday
	17:15-20:00
	302
	15/6/16
	Prof. Nisan Langberg
	nisan@tau.ac.il
	03-6406300

	04
	Thursday
	17:15-20:00
	302
	
	
	
	


Teaching Assistant (TA):   Dan Aks

Office Hours: TBD
	Course Units


2 YAS

1 course unit = 4 ECTS units
The ECTS (European Credit Transfer and Accumulation System) is a framework defined by the European Commission to allow for unified recognition of student academic achievements from different countries.

	Course Description


Students are introduced to CFO’s or Corporate Financial Officers’ financial decisions. This includes investment, financing, and payout decisions. In particular, we will analyze the choice to allocate resources or invest in particular projects, be it an expansion plan or marketing campaign, the choice between paying out dividends or retaining earnings for future investment opportunities, the choice between debt and equity financing, and so forth. Additional specialized topics may be covered if time permits, such as mergers and acquisitions, initial public offerings, and corporate governance. 

	Course Objectives


My goal for this course is that at the end students will be able to apply state of the art techniques to solving the types of problems faced by managers making investment and financing decisions.  Students will evaluate alternatives while taking into account uncertainty, tax consequences, and financing effects. Students will study the financial structure decision while taking into account taxes, bankruptcy costs, information signaling and conflicts of interest.

Upon completion of the course, the student will be able to:

1. Identify the information required for valuation of a particular financial decision
2. Apply the methodologies taught in class to evaluate financial decisions
3. Distinguish between methodologies that govern decisions in public versus private firms
4. Approach a case study or project proposal and extract the main value drivers and risk factors
	Evaluation of Student and Composition of Grade 


	Percentage
	Assignment
	Date (exact dates will be provided in class)
	Group Size/Comments

	20%
	Homework assignments
	Four to five homework assignments scattered more or less evenly across the semester 
	Work can be done in groups of up to four students.

	60%
	Final Exam 
	15.6.16

	Individual work

	20%
	Two cases (one to be presented by students in class)
	First toward the middle of the semester and the second toward the end of the semester
	Work can be done in groups of up to four students


* According to University regulations, participation in all classes of a course is mandatory (Article 5).

* Students who absent themselves from classes or do not actively participate in class may be removed from the course at the discretion of the lecturer. (Students remain financially liable for the course even if they are removed.)

	Course Assignments


Homework

Homework assignments are designed to practice the concepts that are covered in the lectures and in the readings. They also offer a chance for students to apply new concepts to more complicated situations than are appropriate for the lectures. It is recommended to work on the homework assignments in groups (of at most four people). Remember to visit the class web page to be current on the due dates. Late homework will not be accepted. If you are unable to attend class, you may submit homework via email any time prior to the beginning of class or you can slide it under my office door. If you send homework by email remember to write the homework and section numbers in the subject line. 

Cases

Two cases will be assigned to students throughout the semester. In these cases you will apply the tools learnt in class on real-life situations. You are expected to work on these cases in groups (of at most four people) and to submit and present your work in class.

	Grading Policy


Please note, in order to pass the course students must pass the final exam.

In the 2008/9 academic year the Faculty instituted a grading policy for all graduate level courses that aims to maintain a certain level of the final course grade.  Accordingly, this policy will be applied to this course's final grades. 
Additional information regarding this policy can be found on the Faculty website. 

	Evaluation of the Course by Student


Following completion of the course students will participate in a teaching survey to evaluate the instructor and the course, to provide feedback for the benefit of the students, the teachers and the university.

	Course Site (Moodle)


The course site will be the primary tool to communicate messages and material to students.  You should check the course site regularly for information on classes, assignments and exams, at the end of the course as well.
Course material will be available on the course site.
	Course Outline*


Below I provide an approximate outline of the material that will be covered in class (“BD” refers to the text book mentioned above by Berk and DeMarzo). The actual material covered in class might change and the course might not eventually cover all the material listed below due to time constraints. 

Time schedule, topics and reading (this is just a rough breakdown of the semester)

Week 1-3: Introduction, background: Accounting for risk, reading financial statements, and basics of stock and bond valuation. Reading: Chapter 6.1-6.3 and 9.1-9.2.
Week 4-5: The capital budgeting process. Identifying cash flows and adjusting accounting information for valuation purposes. Case I – valuation of project proposal with focus on estimation and prediction of future cash flows. Reading: chapter 8 in DB.

Week 6-7: Introduction to capital structure. What do we know about capital structure? How (in a perfect market) does leverage affect firm value and the risk of the securities issued by the firm? What is a perfect market? Reading, chapter 14 in DB

Week 8: Valuation of the interest tax shield. How does leverage increase firm value through the interest tax shield? How important is this to firms in practice? Reading: chapter 15 in DB. Review of selected homework problems.

Week 9: Financial Distress. What is the difference between financial and economic distress? What is the cost of financial distress? How is it related leverage? Reading: chapter 16 in DB. Review of selected homework problems.

Week 10: Debt policy and its implications for valuation when accounting for risk embedded in future leverage levels. Reading: chapter 18 in DB. Review of selected homework problems.

Week 11: Raising capital. Why do firms go public? How are IPO’s priced? Reading: chapters 23-25 in DB. Review of selected homework problems.

Week 12: Case II – Demonstration of valuation of methodologies (presentations by teams).

Week 13: Review for final exam. 

Optional if time permits: Discussion of Mergers and Acquisitions

	Required Reading


The material I cover in this class can be found in a number of textbooks. I will follow the Berk and DeMarzo book (and might refer students to end of chapter questions from this book). Another excellent book is by Brealey, Myers, and Allen. These books are listed below. Students do not need to purchase the most recent edition.

Corporate Finance by Jonathan Berk and Peter DeMarzo, Addison-Wesley, 3st edition (or higher), 2013 

	Recommended Reading


Principles of Corporate Finance by Richard Brealey, Stewart Myers, and Franklin Allen, McGraw-Hill, 11th edition (or higher), 2015
