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Corporate Finance by Jonathan Berk and Peter DeMarzo, Addison-Wesley, 3™ edition, 2013

:N9011 NNWAN

Principles of Corporate Finance by Richard Brealey, Stewart Myers, and Franklin Allen, McGraw-Hill, 8™
edition (or higher), 2006
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Time schedule, topics and reading (this is just a rough breakdown of the semester)

Week 1-2: Introduction, background: Accounting for risk, reading financial statements, and basics
of stock and bond valuation. Reading: chapters 9.1-9.2.

Week 3: The capital budgeting process. ldentifying cash flows and adjusting accounting
information for valuation purposes. Reading: chapter 8 in DB.

Week 4: The basics of bond valuation. Reading: chapter 6.1-6.3
HW1 due, Review of Homework

Week 5: Introduction to capital structure. Why does leverage affect firm value and the risk of the
securities issued by the firm? Reading, chapter 14 in DB

Week 6: 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. HW2 due.

Week 7: Class discussion of HBS case. Review of Homework.

Week 8: 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.
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Week 9: : Financing methods and valuation. How does the way firms raise capital impact the value
of their investments? Information asymmetry and Moral Hazard. Reading: chapters 23-
25in DB.

Week 10: Stock valuation student presentations. Using real data students will estimate cash flows
and conduct an analyst recommendation for a stock of their choice using the
methodologies studied in class. HW 3 due. Review of Homework.

Week 11: Valuation of investment opportunities and financial leverage. How do firms’ future
leverage ratios impact the value of their investment opportunities? Reading: chapter
18 in DB.

Week 12: Discussion of Chapter 18 continued. HW4 due. Review of Homework. Short quiz 2.

Week 13: Valuation and investment in Initial Public Offerings. What is the IPO process? What can
we learn from historical returns on IPOs in the short-run and in the long-run? How to
value IPOs when some investors are better informed?

Week 14: Review for final exam.






