Finance 335
Fall 2004
PRIVATE 

ADVANCED TOPICS:

FINANCIAL MANAGEMENT AND MODELING
Instructor:
Dr. Samuel C. Weaver

Swartley Professor of Finance and Director, MBA and Professional Education
Catalog Course 
Advanced topics relating to specific areas of corporate finance such as: bond
Description:
refunding, asset valuation and capital budgeting including the role of uncertainty, imprecise forecasts, risk preferences, inflation, market conditions, and the global market place; working capital management, leasing, mergers, and financing.  Prerequisite: Finance 328 or consent of instructor.


Instructor Course 
Financial planning and analysis using financial models for enhanced managerial
Description:
decision making.  The student will develop an appreciation of financial data within a company and ways of converting the data to information. Specific topics will include performance evaluation, financial planning, capital expenditure analysis, business valuation, cost of capital, hurdle rates, leasing, working capital management, and other appropriate topics.  In addition to using spreadsheets to complete the analysis, emphasis will be place on designing the analysis, understanding the critical issues, preparing sensitivity analysis, and making the final presentation.  Lecture, case studies, “hands-on” assignments, professional speakers, and company visits may be used.

Texts:
1.
Aswath Damodaran, Applied Corporate Finance: A User’s Manual, 1999.


2.
Samuel C. Weaver and J. Fred Weston, Finance and Accounting for Non-Financial Managers, 2001.

Material on Web:
1.  Various chapters from Samuel C. Weaver and J. Fred Weston, Strategic

Financial Management: Applications of Corporate Finance (SFMACF),

South-Western, 2007, available Spring 2006.

2.
Numerous articles.


3.
Class notes and other lecture material.

Subscriptions:
Wall Street Journal - Subscribe in class at the special rate ($34.95/15 weeks).

Grade 
Group Projects (Company and Industry Analysis)


40%

Determination:

1.  Group Assignments (4 @ 10 points each)
40%


Individual Assignments 


10%



1.  Average of Individual Assignments (2)
10%


Examinations (Higher Grade 25%)


45%



1.  “Early” Midterm (Tuesday, October 5)
       20/25%



2.  “Take Home” Final (Friday, Dec 10?)
       20/25%


Class Participation


  5%

Finance 335

Fall 2004
Extraordinary Dates:
1. No Class - Thursday, October 7 – Pacing Break


2. No Class - Thursday, October 21 - Group Project Day


3. No Class - Thursday, November 25 – Thanksgiving Day
General Information:
Office Hours:
Tuesday and Thursday, 2:30 – 5:00 and by appointment


Office Number:  RBC 191 (MBA Suite)
Office Phone:
(610) 758 - 5282


E-Mail:
scw0@lehigh.edu          that’s    scw[zero]


Home Phone:
(610) 867 - 4139

Proposed Course Outline:

	
	Dates
	Topic – Readings
	Assignments

	
	
	
	
	

	1.
	8/24 to 9/16
	Historical Performance Analysis
	

	
	Classes 1-8
	
	Weaver & Weston: Chapters 1, 2, 7
	Individual:  Regression (9/2)

	
	
	
	Damodaran:  Chapters 1, 2
	Group 1: Normalized Inc (9/2)

	
	
	
	Weaver & Weston: Chapter 19 - SFMACF
	Group 1: Hist Analysis (9/16)

	
	
	
	
	

	2.
	9/21 to 10/21
	Pro Forma Financial Statements
	

	
	Classes 9-17
	
	Weaver & Weston:  Chapter 10 – SFMACF
	Group 2: Financial Projections

     Part A (9/30)

	
	
	
	
	     Part B (10/21)

	
	
	
	

	
	Tuesday, Oct 5
	Mid-Term Exam
	

	
	
	
	
	

	3.
	10/26 to 11/18
	Valuation
	

	
	Classes 18-25
	
	W&W:  Chapters 9, 10, & 11
	Group 3: Valuation (11/18)

	
	
	
	Damodaran:  Cap Bud – 5, 6
	

	
	
	
	Damodaran:  COC – 3, 4, 7, 8, 9
	

	
	
	
	Damodaran:  Acq – 12
	

	
	
	
	
	

	4.
	11/23 to 12/2
	Additional Topics
	

	
	Classes 26-28
	
	Damodaran:  Chapters 10, 11 
	Individual:  Monte Carlo (11/23)

	
	
	
	Other handouts
	Group 4: Industry Analysis (12/2)

	
	
	
	
	

	
	Friday, Dec 10
	Take Home Final Due
	

	
	
	
	
	

	
	
	
	
	

	Specific Readings and Assignments will be added and detailed separately!

	
	
	
	
	

	
	Note: The section dates are tentative; the assignment due dates and exam dates are fixed.

         Each part of the course may be expanded or compressed.
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INDUSTRY GROUP ANALYSIS
Today, any professional must be able to work as a member of a team.  While “group” projects and assignments are completed with varying degrees of success at Lehigh, only successful completion is acceptable in a professional setting.  While “group” projects and assignments are viewed as a discrete effort at Lehigh, consistent group effort defines long-term success for a professional organization.  The purpose of this project is to acquaint each individual member of Finance 335 with a “group” experience leading to a successful, professional organization (or class) project (industry group analysis “book”) while developing, refining, enhancing, and applying corporate financial topics.  This project would be professionally prepared by investment analysts, investment bankers, corporate staffs, and entrepreneurs.

The industry group analysis (IGA) is comprised of four sections:

· Individual Company Historical Review

· Company Financial Performance Projections

· Company Valuation

· Industry Analytical Topics

Each section is discussed in more detail below.  Due dates are noted on the proposed course outline.
The results of each company’s analysis will be discussed in class on the project’s due date.  Each group member should be prepared to discuss the project and its results for your company.
Historical Review:  Working in groups of two, each group will be responsible for completing individual company analysis within the class’s selected industry.  Consistent approaches and formats will be used for each company. The individual company analysis will include:

· Accumulation of Five-Years of Historical Data

· Normalization of Income

· Preparation of Five-Years of Historical Analysis

· Completion of a Professional “Write-Up”

Company Financial Performance Projections:  Each group will be responsible for preparing financial projections including a complete set of functioning pro-forma financial statements for the group’s individual company.  Sensitivity analysis will be prepared to determine the impact of each assumption.  

Company Valuation:  Using the information from the financial performance projections, operating cash flows for the corporation will be developed.  The cost of capital will be determined and a valuation prepared. Sensitivity analysis will be prepared to determine the impact of each assumption.  

Industry Analytical Topics:  After the historical analysis and financial projections have been completed, the class will develop a list of analytical topics that will complete the industry group analysis.  Appropriate topics include analysis (i.e., stock prices vs. ROA, ROE, growth, etc.), summaries (i.e., industry stock repurchases, acquisition activities, etc.), updates (i.e., latest quarterly reports, stock prices, etc.), administrative summaries (introductions, overviews, and conclusions for each section), and appropriate overviews (introduction and summaries of the book).  Each group will prepare two analytical topics.
Lehigh University

Finance 335

Advanced Topics:

Financial Management and Modeling

Course Objective:

To enhance, refine, and further develop the student’s knowledge, understanding, and application of topics related to Corporate Finance.

Learning Objectives:

Upon completing this course, the student should be able to:

1. Prepare a professional, historical financial analysis and industry comparison.

2. Develop a financial pro forma model or business plan with fully integrated financial statements.

3. Value the pro forma model or business plan similar to an acquisition valuation.

4. Understand “new” performance metrics from a basis of financial ratio analysis.

5. Appreciate capital budgeting approaches, applications, and issues.

6. Calculate and apply the cost of capital while developing hurdle rates.

7. Design and prepare complex financial models, understand the critical issues/assumptions, prepare sensitivity analysis, and make a final presentation.

8. Use financial models for managerial decision making.

The course will be a combination of lecture, discussion, group analysis of “living” cases, individual project work, guest speakers, a field trip, and two examinations. 
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STUDENT FACT SHEET
Name: ____________________________________________________________________________________

Local Address:                                                          Home Address (if different):

___________________________________________    _____________________________________________

___________________________________________    _____________________________________________

___________________________________________    _____________________________________________

Phone: ____________________________________    Phone: ______________________________________

Lehigh Activities: _________________________________________________________________________

_________________________________________________________________________________________
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Previous or Concurrent (*) Finance Courses:

Title:  _______________________________________  Number: _________  Term:  __________________

Title:  _______________________________________  Number: _________  Term:  __________________

Title:  _______________________________________  Number: _________  Term:  __________________

Title:  _______________________________________  Number: _________  Term:  __________________

Title:  _______________________________________  Number: _________  Term:  __________________
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____________________________________
____________________________________
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____________________________________
____________________________________

Assignments:
____________________________________
____________________________________


____________________________________
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Why are you taking this course? _______________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

What do you expect this course to entail? _______________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

What are your career objectives?

2 years? ___________________________________________________________________________________
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