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Course Objectives:

The objective of this course is to teach how to apply financial theory to the investment and financing decisions of a corporation. 

Reading Assignments:

There are no required readings or textbooks for the course.  The course uses case method of teaching with occasional lectures and guest speakers.  You should be familiar with the finance theory covered in FNCE 601 to take this course.  A course packet includes the assigned cases, teaching notes, and articles.  Recommended readings from the following three textbooks provide the prerequisite finance theory and useful background information that will familiarize you with the methodologies used in practice.  They are on reserve in Lippincott Library. 

R. Brealy and S. Myers, Principles of Corporate Finance, 6th Edition, Irwin, McGraw-Hill, 2000.

T. Copeland, T. Koller, and J. Murrin, Valuation: Measuring and Managing the Value of Companies, McKinsey & Company, Inc., John Willey & Sons, Inc., 3rd Edition, 2000. 

G. Hawawini and C. Viallet, Finance for Executives: Managing for Value Creation, South-Western, 2nd Edition, 2001. 

The course site at Wharton WebCafe contains the most updated information and announcements.  You can download the data and/or exhibits for most of the assigned cases as well as all the handouts and teaching notes distributed in class.  You can reach the course webcafe site at http://webcafe.wharton.upenn.edu.
Requirements:

You should form study groups of four to analyze the assigned cases for class discussions.  Each group should hand in 8 written case analyses.  A written case analysis should be an executive summary with maximum 4 pages.  You may include your supporting computations and tables in an appendix.

Student presentations of cases are welcome.  You will get extra credit for your class presentation.
Grades:

Final grades in the course will be based on class participation (15%), written case analyses (35%), and two midterm exams (50%; 25% each).

Code of Ethics:

Submitted assignments for grading should be your own or your team's work only.  Each member of the team is expected to contribute equally to the group reports.  The exams in this course are open book and notes, and they should reflect individual work.  No laptops are allowed in the exams.

Most case materials in this course based on actual companies.  You may use firm specific or market data that are publicly available for your case analyses.  You cannot, however, use old notes, handouts, or solutions to the cases from previous or other sections of this course or similar courses elsewhere for your written reports and class discussions.  Failure to observe this rule will results in an automatic failing grade for the course.  Purpose of written assignments is to motivate high level of class preparation.  Grades for case write ups will depend on the theoretical consistency, effort, clarity, succinctness, and creativity, not on “the correct” solutions.

Those who take this course agree with the code of ethics outlined above in conjunction with the Wharton Graduate Division Code of Ethics.

I.
INTRODUCTION(
Session #:

1.
Lecture:
Introduction and Course Overview 


Readings:
Brealy & Myers, Chapter 1




Hawawini & Viallet, Chapter 1

II.
VALUATION THEORY AND CAPITAL STRUCTURE

A.
DCF Methods for Valuation: Theory

2.
Lecture:
Capital Structure and Valuation I

3.
Lecture:
Capital Structure and Valuation II

Readings:
Brealy & Myers, Chapter 19



Copland et al., Chapters 1 and 6




Teaching Note: “Alternative Methods for Estimating Terminal Value"

Teaching Note: "An Introduction to Cash Flow Valuation Methods"




Teaching Note: "The Adjusted Present Value Method for Capital Assets"




Teaching Note: "Valuing Equity Cash Flows"

4.
Case:

Global.com

B.
Identifying the Relevant Cash Flows for Capital Budgeting Projects

5.
Case:

Empirical Chemicals (A&B)
Readings:
Brealy & Myers, Chapters 2-6 and 10-12 




Hawawini and Viallet, Chapters 6-8

C.
Cost of Capital and Capital Structure

6.
Case:

Marriott Corporation

Readings:
Brealy & Myers, Chapters 7-9, 17 and 18




Copeland, et al., Chapters 10 and 14




Hawawini & Viallet, Chapters 9 and 10

D. Interaction Between Investment and Financing Decisions

7.
Case:

Harris Seafoods Inc. (written assignment)


Readings:
Brealy & Myers, Chapters 2-6, and 10-12




Copeland, et al., Chapters 8 and 11-13

8.
Case:

Kennecott Copper Corporation
9.
Case:

Southport Minerals
10.
Case:

Petrolera Zuata

Readings:
“Improved Techniques for Valuing Large Scale Projects” by B. Esty


“AN Overview of the Project Finance Market” by B. Esty

11.
Case:

American Chemical Company
12.
Lecture:

Review

13.
MIDTERM EXAM I  

Time: 6:00-8:00 PM / no regular classes
III.
THE OPTIONS APPROACH TO CAPITAL INVESTMENT

14.
Lecture:

Review of Black and Schole's Model for Option Valuation


Reading:
Brealy & Myers, Chapters 20-22

15.
Lecture:

Real Options


Reading:
"The Options Approach to Capital Investment" by Dixit and Pindyck

"Capital Projects as Real Options: An Introduction"

Copeland, et al., Chapter 20

16.
Case:

Chrysler’s Warrants
17.
Case:

MW Petroleum Corporation

V. DIVIDEND POLICY

Readings:
To be distributed

18.
Case:

To be distributed

VI. MERGERS AND ACQUISITIONS AND CORPORATE RESTRUCTURING


19.
Case:

Interco 


Readings:
"Valuation by Multiples" by Beninga and Sarig

Hawawini and Viallet, Chapters 2-5
20.
Case:

Paramount 1993 & Protected Equity Alternatives

21.
Case:

Conrail A & B 

Reading:
Brealy & Myers, Chapters 33 and 34




Copeland, et al., Chapter 7 and 17-19




Hawawini and Viallet, Chapter 12

22.
Case:

Chase Chemical

23.
Case:

Philip Morris

24.
Case:

RJR Nabisco
25.
Review

Lecture
26.
MIDTERM EXAM II

Time: 6:00-8:00 PM / no regular classes


27.
Case:

Privatization of SFM in Poland

28.
Case:

Vodafone
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	Session #
	Date
	Topic
	Assignment

	1
	Jan 14
	Intoduction
	Lecture

	2
	Jan 16
	Capital Structure and Valuation I
	Lecture

	3
	Jan 21
	Capital Structure and Valuation II
	Lecture

	4
	Jan 23
	Global.com
	Lecture

	5
	Jan 28
	Empirical Chemicals (A&B)
	Written assignment 

	6
	Jan 30
	Marriott Corporation
	Case assignment

	7
	Feb 4
	Harris Seafoods Inc.
	Written assignment 

	8
	Feb 6
	Kennecott
	Case assignment

	9
	Feb 11
	Southport Minerals
	Written assignment

	10
	Feb 13
	Petrolera Zuata
	Case assignment

	11
	Feb 18
	American Chemical
	Written assignment 

	12
	Feb 20
	Review
	Lecture

	13
	Feb 25
	Midterm Exam I
	6:00-8:00 PM

	14
	Feb 27
	Option Valuation Review
	Lecture

	15
	Mar 4
	Option Valuation Review & Real Options
	Lecture

	16
	Mar 6
	Chrysler’s Warrants
	Written assignment

	Spring Break March 8-16

	17
	Mar 18
	MW Petroleum Corporation
	Case assignment

	18
	Mar 20
	Dividend Policy
	Case assignment

	19
	Mar 25
	Interco
	Written assignment

	20
	Mar 27
	Paramount and Protected Equity Alternatives
	Case assignment

	21
	Apr 1
	Conrail A&B
	Written assignment

	22
	Apr 3
	Chase Chemical
	Case assignment

	23
	Apr 8
	Philip Morris
	Case assignment

	24
	Apr 10
	RJR Nabisco
	Written assignment

	25
	Apr 15
	Midterm Exam II
	6:00-8:00 PM

	26
	Apr 17
	Vodafone
	Case assignment

	27
	Apr 22
	Privatization of SFM in Poland
	Case assignment

	28
	Apr 24
	Overview
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