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	1. Title of Subject


	Corporate Finance

	2. Subject Code


	BAC2644

	3. Status of Subject


	Major

	4. Stage
	Degree

	5. Version
	Date of Previous Version : May 1998

Date of Current Version : December 2004



	6. Credit Hour

LAN Credit Hour Equivalent
	3

	
	2.67

	7. Pre-Requisite


	BAC1644 Principles of Finance

	8. Teaching staff  

    (Proposed)
	Ms. Seethaletchumy A/P Thambiah; MBA(Ballarat)

	9. Semester 


	Second (Gamma) Year, Trimester 1

	10. Objective of Subject


	Provide a deeper understanding of corporate financial theories, markets and problems faced by corporations today to students majoring in Accounting. The use of financial tools and spreadsheets to assist in financial statement analysis, evaluation of investment projects, capital budgeting and portfolio analysis.



	11. Learning Outcome 

      of Subject


	At the completion of the subject, students should be able to perform the following tasks: 

· Apply it to Treasury/Risk Management

· Understand Portfolio Theory and Management 

· Understand Efficient Market Hypothesis (EMH) 

· Apply Capital Asset Pricing Model 

· Understand Abitrage Pricing Theory, 

· Identify and Apply the Cost of Capital; 

· Understand the Capital Structure Decisions; 

· Formulate better Dividend Policy, 

· Enhance Working Capital Management and 

· Understand Multinational Financial Management.



	
	Programme Outcome
	% of contribution

	
	Ability to  understand and solve the strategic dimension of business


	50

	
	Ability to acquire and adapt to dynamic environment


	20

	
	Acquisition of knowledge and competency in the specialized areas of financial management


	20

	
	Ability to communicate well


	10

	12. Assessment Scheme
	Lab


	Not applicable
	0%

	
	Tutorial/

Assignment


	Group assignment

Individual assignment

To enhance understanding of financial concepts and theories
	20%

	
	Test/Quiz


	Written exam (Test/Quiz)

Written exam (Mid Term exam) 


	30%

	
	Final Examination


	Written exam
	50%

	13. Details of Subject
	   Topics Covered
	Hours

	
	An Overview of Corporate Finance and the Financial Environment

The Primary Objective of the Corporate, Organisational Structure, The Term Structure of Interest Rates.

Return and Risk: The Capital Asset Pricing Model (CAPM)

Individual Securities. Expected Return, Variance and Covariance. Return and Risk for Portfolios. Diversification. Market Equilibrium. Relationship between risk and return. Calculating Beta Coefficients.

The Arbitrage Pricing Theory (APT)

Factor Models. Risk. Systematic Risk and Betas. Portfolios and Factor Models. CAPM and APT.

The Cost of Capital

The Weighted Average Cost of Capital, Cost of Debt, Cost of Common Stocks, The CAPM Approach. Bond Yield plus Risk Premium Approach.  


	15



	
	Corporate-Financing Decisions and Efficient Markets

Can Financing Decisions Create Value? A Description of Efficient Capital Markets. Types of Efficiency. Evidence. Implications for Corporate Finance.

Cash Flow Estimation and Risk Analysis

Estimating Cash Flow, Identifying the Relevant Cash Flows, Adjusting for Inflation, Project Risk Analysis: Techniques for Measuring Stand-Alone Risk.

Financial Planning and Forecasting Financial Statements

Overview of Financial Planning, Sales Forecast, Financial Statement Forecasting: The Percent of Sales Method, The AFN Formula.

Corporate Valuation, Value-Based Management, and Corporate Governance

Overview of Corporate Valuation, The Corporate Valuation Model, Value-Based Management, Corporate Governance and Shareholder Wealth.


	15

	
	Capital Structure Decisions

Business  and Financial Risk, Capital Structure Theory, Capital  Structure Theory, Estimating the Optimal Capital Structure. 

Distributions to Shareholders: Dividends and Repurchases

Dividends versus Capital Gains: What do Investors Prefer? Other Dividend Policy Issues, Dividend Stability, Establishing the Dividend Policy in Practice, Stock Dividends and Stock Splits, Stock Repurchases.

Multinational Financial Management

Multinational, or Global, Corporations, Multinational versus Domestic Financial Management, Exchange Rates, The International Monetary System, Interest Rate Parity, Purchasing Power Parity.


	9

	
	Working Capital Management

Working Capital Terminology, The Cash Conversion Cycle, Cash Management, The Cash Budget, Cash Management Techniques, Receivables Management. 

Option Pricing with Applications to Real Options (Optional) 

Financial Options, Introduction to Option Pricing Models, The Black-Scholes Option Pricing Models (OPM), Introduction to Real Options, Valuing Real Options.


	      3



	14. Teaching and Learning Activities


	This subject will be delivered using the following means:

Lecture Hours = 28 

Supervised Tutorial Hours = 14 

           Total Contact Hours = 42


	

	15. Laboratory
	Not applicable


	

	16. Reading Materials
	Text
	Ehrhardt , Michael C. and Brigham, Eugene F. (2003) Corporate Finance: A Focused Approach, Thomson South-Western, USA.

	
	Reference (s)
	Ross, S.A., Westerfield, R. W. and Jaffe, J. (2003).  Corporate Finance, 7th Ed. Chicago: Irwin McGraw-Hill, USA.

Brigham, E. and Gapenski,  (1998). Financial Management:  Theory and Practice. 8th Ed. Orlando: Dryden Press, USA.

Ross, S.A., Westerfield, R. W.,  and Jordon, B.D. (2002). Fundamentals of Corporate  Finance, 6th Ed. New York:  Irwin McGraw Hill, USA.

Jones, C.P. (2004). Investment: Analysis and Management. 9th Ed.  New York: John Wiley & Sons, USA.
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