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	1. Title of subject


	Corporate Finance

	2. Subject code


	BBF3134

	3. Status of subject


	Major

	4. Stage


	Degree

	5. Version


	Date of Previous Version : Jan 2005

Date of Current Version : Nov 2007



	6. Credit hour

LAN Credit Hour Equivalent


	3

	
	3 

Lecture: 3 hours x 14 weeks @ 42 

	7. Pre-Requisite


	BBF2024 Financial Management 2

	8. Teaching Staff (Proposed)
	Suganthi Ramasamy (M.Phil)

	9. Semester


	Year 3, Trimester 1

	10. Objective of Subject


	The main objective is to introduce the corporate finance concepts through investment analysis, financing decision and the dividend decision to the students.  After taking this course, it is aimed that they will able to gain a firm understanding of the concepts and to make them acquainted with Finance strategies and the process of integrating them with the overall corporate strategy.



	11. Learning Outcome of Subject


	At the completion of the subject, students must be able to: 

1. Carry out the discounted cash flow analysis

2. Analyze the risk and return concepts and valuation model.

3. Determine the financial leverage, cost of capital, capital structure theory and dividend policy of the company

4. Carry out the capital budgeting decision analysis, cash flow analysis from the project, risk analysis and optimal capital structure.


	
	Programme Outcomes
	% of Contribution

	
	Ability to acquire and apply fundamental principles of business and management.
	10

	
	Capability to communicate effectively.
	10

	
	Acquisition of technical competence in specialised areas of banking and finance.
	20

	
	Ability to use and integrate information technology in business and management decision making
	10

	
	Ability to conduct research in chosen topics related to banking and finance
	15

	
	Understanding and commitment to professional and ethical responsibilities.
	10

	
	Ability to work independently as well as with others in a team.
	10

	
	Ability to be a multi-skilled finance executives with good business knowledge, decision making, interpersonal, leadership and entrepreneurship skills.
	15

	12. Assessment Scheme


	Quiz / Assignment
	· Group assignment 

· Quizzes to enhance understanding of basic concepts in lecture


	30%



	
	Mid-term
	· Written exam


	20%

	
	Final Exam
	· Written exam
	50%



	13. Details of subject


	Topics Covered
	Hours

	1.
	The role of financial manager - The value of Common Stocks – The link between Stock price and EPS – Valuing business by DCF

	3

	2.
	Use of Net present Value as a better investment decisions than other criteria – Pay back rule Vs Average rate of return    - Capital Rationing  - Choosing projects when funds are limited


	3

	3.
	Introduction to risk, return and opportunity cost of capital – Measuring portfolio risk – Calculating portfolio risk  - Risk and Return


	3

	4.
	The overview of Corporate financing – Common stocks, debt, preferrals, convertibles etc  - Efficient Market Hypothesis Corporate Financing and Six lessons of market efficiency 


	3

	5.
	Dividend policy and capital Structure – The dividend controversy – The rightists – Taxes and the radical left – The middle of the roaders


	3

	6.
	Does debt policy matter? How leverage affects returns – MM and CAPM – How much should a firm borrow? Cost of Capital – Weightewd Average cost of capital


	3

	7.
	Corporate liabilities and valuation of options – Calls, puts and Shares – Warrnata and convertibles – Why do company issue warrants and convertibles?


	3

	8.
	Debt Financing – Valuing risky debt – Many different kinds of bond – Innovations in the bond market – Security and seniority


	3

	9.
	Leasing – Operating lease – Financial Lease  - Evaluating large leveraged lease


	3

	10.
	Approaches to financial planning – Financial Planning models – Short term financial planning – Components of working capital – Link between short term and long term financial Decisions


	3

	11.
	Short term financial Decisions – Commercial Credit Instruments – Credit policy – Collection Policy – Cash Management


	3

	12.
	Long Term Lending and Borrowing – Short term lending – Credit rationing – Term Lending


	3

	13.
	Mergers – Economic Gains from mergers – Sensible motives for merger – Dubious reasons for merger – Economics of merger – Antitakeover measures – Takeover tactics – Other topics


	6



	
	Total Contact Hours
	42

	14. Teaching and Learning Activity
	This subject will be delivered using the following means:
· Lecture Hours = 42 

              Total Contact Hours = 42



	15. Laboratory


	Nil

	16. Reading Material


	Text 


	Brealey, R. A., Myers, S. C., and Allen, F. 8th Edition, Corporate Finance., McGraw Hill. 
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