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	1. Title of  subject


	Financial Statement Analysis

	2. Subject code
	BAC2684


	3. Status of subject


	Elective

	4. Stage
	Degree



	5. Version


	Date of Previous Version : May 1998

Date of Current Version : October 2005



	6. Credit Hour

LAN Credit Hour Equivalent

	3



	
	2.67

	7. Pre-Requisite


	BAC1634 Financial Accounting and Reporting I 


	8. Teaching staff

(Proposed)
	TBA

	9. Semester 


	Year 3, Trimester 3

	10. Objective of subject
	This course presents the conceptual background and analytical tools necessary for students to understand and interpret financial statements in a multi-cultural and multi-national environment. The focus will be on evaluation of financial statements, their effectiveness and practicality for decision making. The course provides students a competitive advantage in the marketplace where financial statements are relevant to individuals as investors, analysts, creditors, directors, consultants, managers, auditors, regulators, and employees.


	11. Learning Outcome of Subject
	At the completion of the subject, students should be able to perform the following tasks: 
· Understand the use of Profit and Loss Statement, Balance Sheet, and Cash Flow Statement

· Understand the functions of operating, financing, and investing activities

· Analyse financial information obtained from financial statements

· Analyse the liquidity, solvency, profitability, asset management efficiency, as well as market performance of companies, using financial statements

· Prepare cash budget and forecasted financial statements

· Use financial statements for equity valuation purposes


	
	Programme Outcomes
	% 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 engineering  ( and management)


	20

	
	· Ability to communicate well


	10

	12.  Assessment Scheme
	Lab


	· Not applicable
	0%


	
	Tutorial / Assignment
	· Group assignment 

· Focus group discussion at tutorial 

· To enhance understanding of basic concepts in lecture


	15%



	
	Test/Quiz

	· Written exam (Mid Term)
	20%



	
	Final Exam

	· Written exam
	65%



	13. Details of subject
	      Topics  Covered

	Hours

	
	Overview of Financial Statement Analysis

Business Analysis, Financial Statement –Basic of Analysis. Financial Statement Analysis Preview 


	3



	
	Financial Reporting and Analysis

Financial Reporting Environment. Users and Sources of Financial Information. Nature and Purpose of Financial Accounting. Accruals


	3



	
	Analysing Financial Activities 

Liabilities, Leases, Postretirement Benefits. Contingencies and Commitment. Off-Balance-Sheet Financing, Shareholders’ Equity

	3 



	
	Analysing Investing Activities
Introduction to Current Assets, Inventories. Investment Securities, Derivative Securities


	3 



	
	Analysing Investing Activities: Special Topics

Intercorporate Investments. Business Combination. Reporting of International Activities


	 3 

	
	Analysing Operating Activities

Income Measurement. Nonrecurring Items. Revenue and Gain Recognition. Deferred Charges. Supplementary Employee Benefits. Interest Costs. Income Taxes


	4



	
	Cash Flow Analysis 

Statement of Cash Flows. Reconstruction Analysis of Cash Flows. Reporting Cash Flows from Operations. Analysis Implications of Cash Flows


	4

	
	Return on Invested Capital 

Importance of Return on Invested Capital. Components of Return on Invested Capital. Analysing Return on Assets. Analysing Return on Equity


	3



	
	Profitability Analysis

Analysing Company Profitability. Analysing Company Revenue. Analysing Company Cost of Sales. Analysing Company Expenses


	3



	
	Prospective Analysis

Short-term Forecasting. Long-term Forecasting Analysis of Prior Cash Flows for Forecasting. Specialised Cash Flow Ratios


	3



	
	Credit Analysis

Liquidity and Working Capital. Operating Activity Analysis of Liquidity. Additional Liquidity Measures. Basics of Solvency. Capital Structure Composition and Solvency. Earnings Coverage


	4



	
	Equity Analysis and Valuation 

Earnings Persistence. Earnings-Based Equity Valuation. Earning Power and Forecasting for Valuation. Comprehensive Case: Applying Financial Statements


	6



	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


	1. John J.Wild, Leopold A.Bernstein and K.R.Subramanyam (2001), Financial Statement Analysis, 7/E, McGraw-Hill, USA.

	
	Reference (s)
	1.     Krishna, G.Palepu, Paul M.Healy and Victor L.Bernard (2000), Business Analysis and Valuation: Using Financial Statements, 2/E, South-Western College Publishing, USA.

2.     Lyn, M.Fraser and Aileen Ormiston (2001), Understanding Financial Statements, 6/E,    
        Prentice Hall, USA.
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