OUTLINE OF MBA 520

Fall Semester 2008
Business Finance
Instructor:
Grant McQueen


Teaching Assistants:
Mark Cherrington &
Office:

636 TNRB






Christian Hsieh


Phone:

422-3017



Office:


324 TNRB

Office Hours:
MW 2:00 - 3:00 p.m.


Phone:


422-6835

e-mail:

 GOTOBUTTON BM_1_ mcqueen@byu.edu


Office hours:

forthcoming



Home page:
 GOTOBUTTON BM_2_ http://marriottschool.byu.edu/emp/grm/index.html
Course Description and Objectives

This course introduces basic financial concepts all business managers should understand regardless of functional specialization.  Topics include financial analysis and planning, time value of money, valuation, capital budgeting, risk/return trade-offs, cost of capital, and capital structure.


The pedagogical approach used is a mixture of lectures and case examples.  Cases are often used as a vehicle for discussing the complexities of real-world financial problems.  To benefit most from this method of teaching, you will want to come prepared to discuss the cases in detail.


By the end of the semester, students should be able to: (1) describe essential characteristics of the finance profession and institutions,  (2) be conversant in basic financial jargon, (3) value paper assets (stocks and bonds) and tangible assets (capital budgeting) using the tools of  time value of money, including NPV and IRR,  (4) explain the various sources of financing, their associated costs, and their advantages and disadvantages, (5) calculate and use financial statements and ratios to analyze a business and create and use pro forma statements for planning and decision-making purposes, (6) appreciate the complexities international business, and (7) demonstrate team skills by actively participating in group written cases.  
Course Materials
Text: Background readings and problem sets are from Ross, Westerfield and Jordan (RWJ), Fundamentals of Corporate Finance, 8th Edition, Richard D. Irwin, Inc., 2008.  You will sometimes find that the readings are not necessarily highly correlated with the cases.  This is because the cases tend to bring together many aspects of finance at once.  Be patient, the concepts will gradually all fall into place as you move through the semester.

Computers and Calculators: The case discussions require you to be fluent in a basic spreadsheet such as Excel.  You will also want to have access to either a business calculator, such as an HP 10B, 12C 19BII or equivalent, or to Excel which can be used as a calculator.  Using a calculator or Excel, you should be able to compute the net present value (NPV) and the internal rate of return (IRR) on an uneven stream of cash flows.

Packet: A packet of photocopied supplemental material is available at the bookstore.  The packet includes teaching notes, cases, and practice tests.

Additional Optional Material: Copies of the overheads are available on my web page and on blackboard.  The solutions to all of the homework problems and hard copies of the overheads are available at the 5th floor copy center.  A CD comes with the text book and includes Self Study Software, Corporate Finance Online Tutorials, and Narrated PowerPoint Slides.  A Student Problem Manual (ISBN 0073282154) is available and the authors maintain a free Online Learning Center at www.mhhe.com/rwj.
TAs and tutors:  Mark Cherrington and Christian Hsieh will hold regular office hours for individual help and will hold help sessions that work through homework problems and old tests.
Grading


Grading for the course will be based on the following:

	Class preparation (verbal and quizzes)

15%

Two written cases on 10/2 & 12/8


30%

Midterm on 10/20




20%

Final exam (finals week) 12/15 to 12/19

35%

	Total






100%


Class Preparation: Each session may begin with a 5-minute quiz concerning the assigned readings, problem sets, or case.  The purpose of the quiz is to encourage you to keep up to date in class and to give me feedback on how well you comprehend the material.  Quizzes also give the instructor some idea about your preparation and level of understanding.  Your lowest quiz score will be dropped.

Two Written Cases: The cases will be analyzed by learning teams and are due on the dates indicated.  Case write-ups should be no longer than 4 pages (not including figures and exhibits).  The papers should not include a cover or cover-page; rather, the first page should be an executive summary.  The executive summary must include the names of the team members and can be single spaced.  The next three double spaced pages should include your analysis of the case including clearly stated recommendations.  All exhibits, such as spreadsheets, figures, and tables, should be clearly labeled and referenced.  When appropriate, a spreadsheet should be used to analyze the case.  Assume that the reader is familiar with the facts of the case and interested in your assumptions (supported) and specific recommendations backed up by solid analysis.  Clear, complete, coherent, concise, and compelling writing is rewarded.

Tests: The midterm and the final will consist of 3 to 5 work-out problems or essay questions.  You may bring one 8-1/2 by 11 inch page (both sides) with your favorite equations, etc. to the midterm and two 8-1/2 by 11 inch pages to the final.

Attendance: While no formal attendance is taken, if you are absent, you will not be able to benefit from case discussions and quizzes.  Such non-participation may adversely affect learning experience and your grade.  Missed quizzes cannot be made-up but the lowest quiz will be dropped.  

Problems: The end-of-chapter homework problems will not be collected or graded.  You can monitor your own progress using the problem solutions.  Several key end-of-chapter problems are recommended in the class schedule; however, if these are difficult, then do some extra problems.  The solutions to the homework problems can be purchased from the fifth floor copy center.

Individual Work, Group Work, and Honor Code: With two exceptions, I encourage you to collude.  When studying, working homework problems, and preparing for an exam, please work together, help each other, and seek help from books, the internet, the TA, mentors, etc.  The two exceptions are: 1) when working on cases, confine yourself to class members and the text book; using case notes, solutions, or hints from former students, mentors, the internet, etc. is not allowed, and 2) when taking tests.

Professionalism in the Classroom:  In class discussions, the instructor and fellow students should challenge each others’ ideas, assumptions, analysis, conclusions, and recommendations.  We need to point out weaknesses in arguments, ask probing questions, require thorough and in depth analysis, and expect clear communication.  Whereas we challenge ideas, we should never insult individuals.  Bigoted and insensitive comments and discrimination, particularly those based on gender, race, religion, and disability, have no place in the classroom, business, the church, or anywhere else for that matter.  Please report any discriminatory comments or actions to me, Professor McQueen, or to the Equal Employment Office at 422-5895.   For me, one of the most educational and enjoyable aspects of the MBA program is the opportunity to interact with a diverse student body.    I appreciate exposure to new ideas, different perspectives, interesting cultures, and alternative solutions.  
I am committed to providing a working and learning atmosphere that reasonably accommodates qualified persons with disabilities.  If you have any disability that may impair your ability to complete the course successfully, please contact me at the beginning of the semester so we can work out appropriate accommodations.  In addition, please contact the Services for Students with Disabilities Office, 422-2767. 

Class Schedule

KEY: 
RWJ
= Ross, Westerfield and Jordan textbook



P
= Packet (available in bookstore)



Cases are in bold face type

	Date
	Topic/Assignment

	Thur.
9/4
	Topic:
Financial markets and institutions

Read:
RWJ Chapter 1; work “Concepts Review” problems 2, 3, 8, & 9 and

            “Web Exercises” problems 1.1 and 1.2

	Mon.
9/8
	Topic:
Time value of money

Read:
Read:
RWJ Chapter 5; work as many problems as needed  

            RWJ Chapter 6; work as many problems as needed including “Web

            Exercises” problems 6.1 and 6.5 

Bring:
A business calculator or a laptop with Excel

	Thur.
9/11
	Topic:
Net present value and internal rate of return

Read:
RWJ Chapter 9.1 to 9.5; work problems 1, 7-14

Bring:
A copy of The Wall Street Journal

	Mon.
9/15
	Topic:
Valuation of paper assets: stocks and bonds

Read:
RWJ Chapter 7; work problems 3, 4, 15, 16, 26, and 29-30 

            RWJ Chapter 8; work problems 4, 5, 9, 10, 21, 23 and “Web

            Exercises” problem 8.3 

	Thur.
9/18
	Case:
T. Rowe Price (P) lookup unknown words in RWJ glossary or at:

              GOTOBUTTON BM_5_ www.nyse.com (Click on Glossary at the top of the
 screen)
              GOTOBUTTON BM_6_ www.duke.edu/~charvey/Classes/wpg/glossary.htm

	Mon.
9/22
	Topic:
Valuation of tangible assets: capital budgeting

Read:
“Determining Cash Flows for Capital Budgeting” (P)
Read:
Read:
RWJ Chapter 9.7

Read:
RWJ Chapter 10, work problems 9-13, 18, 19, and 25.  Use Excel’s “goal seek” function on problem 18 (Click on “What If” under “Data Tools”)

	Thur.
9/25
	Case:
Toulouse Coupling (P)

	Mon.   9/29
	Topic:
Advanced capital budgeting

Read:
RWJ Chapter 9.6; work problem 17 and Chapter 10 problem 29. Use Excel’s “goal seek” function on problem 29

Read:
RWJ Chapter 11.1, 11.2, and 11.6; work problems 20-22 (use Excel)

	Thur.
10/2
	Case:
DigiPix, Inc. (P)
Group Written Case #1

	Mon.
10/6
	Topic:
Cost of capital

Read:
RWJ Chapter 15; work problems 1, 4, 5, 6, 9, and 12

	Thurs. 10/9
	Recruiting Trips

	Mon.
10/13
	Case:
Black & Decker Corporation (P)

	Thurs.
10/16
	Review

	Mon.
10/20
	Midterm

	Thur.
10/23
	Topic:
Capital asset pricing model

Read:
RWJ Chapter 12.1 to 12.5; work problems 1-7, 9, 12, and 16


RWJ Chapter 13; work problems 7, 10, 13, 16, 26, and “Web 

            Exercises” problem 13.1 

Work CAPM problem (P)

	Date
	Topic/Assignment

	Mon.
10/27
	Topic: Efficient Markets (Guest Speaker, Professor Thorley)

Read: RWJ Chapter 12.6 

Explore: S&P 500 by looking at www.smartmoney.com/marketmap/

	Thurs.
10/30
	Case:  Alcoa, Inc. (P)

	Mon.
11/3
	Topic:
Leverage

Read:
RWJ Chapter 11.3 to 11.5; work problems 1, 7, and 11

Read:
“Some Indicators of a Firm’s Risk and Debt Capacity” (P) pgs. 1-8

	Thurs.
11/6
	Topic:
Capital structure

Read:
“Some Indicators of a Firm’s Risk and Debt Capacity” (P) pgs 8-end


RWJ Chapter 17; work problems 1, 4, 6, and “Web Exercises”    

            problems 17.1 and 17.2

	Mon.
11/10
	Case:
Continental Carriers, Inc. (P)

	Thurs.
11/13
	Topic:
Raising Capital (Guest Speakers: Mr. Munk and Mr. Nielson)

Read:
RWJ Chapter 16, work “Web Exercises” problem 16.1 and 16.3

	Mon.
11/17
	Topic:
Analyzing a firm: review of accounting

Read:
RWJ Chapter 2 (should be review)


RWJ Chapter 3; work problems 26-29, “Web Exercises” problems 3.1
            and 3.2 

	Thurs. 11/20
	Case:
Sudamericana S.R.L. (P)

	Mon.
11/24
	Topic:
Forecasting: review of accounting

Read:
“Forecasting Financial Statements: Proforma Analysis” (P)
Read:
RWJ Chapter 4; work problems 25 – 29 and “Web Exercises”

            problem 4.1

Read:
RWJ Chapter 19; work problems 5, 6, and 15 and “Web Exercises”

            19.1 and 19.2

	Thurs.
11/27
	Holiday (time to nail down your internship)

	Mon.
12/1
	Case:
X-treme Sports Equipment (P) (Guest case analyst, Mr. Penovich)

	Thurs.
12/4
	Class choice: 1) Personal Finance for Mormons

                      2) Working-Capital Mngt. (Chapters 20 and 21)
                      3) Introduction to Futures and Options (Chapter 13)
                      4) Introduction to International Finance (Chapter 22)

	Mon.
12/8
	Case:
Cascade Ski Goggle Company (P)

Group Written Case #2

	Thurs.
12/11
	Review

	Fri./Sat. 12 & 13
	Reading Days

	12/15 to 12/19
	Finals Week  -- Do not plan on leaving town early


Tentative Schedule for MBA 693R-8
Professional Development Seminar for Finance Majors
Date

Time


Room

Topic

Thur. 9/11
11:00 – 12:20 pm
Various
Panels on I-banking, venture capital,

hedge funds, and private equity*
Mon. 9/22
11:00 – 12:20 pm
230 TNRB
VBA (with Prof. Allen)
Wed. 10/1
3:30 – 4:50 pm
260 TNRB
Internship panel
Mon. 10/13
11:00 – 12:20 pm
230 TNRB
Excel and Crystal Ball
Wed. 10/29
3:30 – 4:50 pm
260 TNRB
Corporate Finance (Terry Hutch)

Mon. 11/10
11:00 – 12:20 pm
230 TNRB
Data Source (librarian) & Bloomberg
Wed. 12/3
3:30 – 4:50 pm
260 TNRB
VC/PE (Tim Layton, Sorensen Capital)
The schedule is tentative and may change to accommodate the schedules of outside speakers.

Additionally, the Graduate Finance Association is sponsoring a trip to NYC to visit the exchanges, I.-banks, and private equity firms.

Purpose

The professional development seminar serves three purposes:

1. To provide an opportune to learn about finance-specific tools, software, and data sources.

2. To obtain exposure to professionals, learn about careers, and become familiar with the

     language and institutions of finance.
3. To become acquainted with fellow finance majors, including those in other sections and some of the second-year students.

Instructor

The class is organized by Professor Grant McQueen.  However, the class relies heavily on second-year students (particularly the Graduate Finance Association Curriculum Vice Presidents Mark Seely and Cray Lyman) and guest speakers including working professionals.

Grading

The class is graded pass/fail.  To pass the class you must attend 7 (all) of the seminars.  A missed seminar can be made-up by attending either a pre-approved finance-related event (for example, a GFA fireside) or another track’s seminar.
*Investment Professional Panels, 11:00 am to noon:

Private Equity - Grant McQueen - Room W-208 

Venture Capital - Hal Heaton - Room W-210 

Investment Banking/Capital Markets - Mike Pinegar - Room W-240

Investment Management/Hedge Funds - Steve Thorley - Room W-242 

 12:00 – 12:20 mingle in rooms

MBA 520

Fall 2008
Finance Case and Reading Packet

T. Rowe Price 






(Darden, U of Virginia Case)

Determining Cash Flow for Capital Budgeting

Toulouse Coupling

DigiPix, Inc.

Black & Decker Inc.

CAPM Problem

Alcoa Inc.
Some Indicators of a Firm’s Risk and Debt Capacity

Continental Carriers, Inc. 




(Harvard Case)

Sudamericana S.R.L.
Forecasting Financial Statements: Proforma Analysis

X-treme Sports Equipment
Cascade Ski Goggle Company
Practice Midterm from 2006 and 2007
Practice Final from 2006 and 2007
