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Introduction to Finance
Course Summary:

In this course, the student will gain an understanding of financial management, including key language and terminology, time-value of money, financial markets and securities, financial statements, financial analysis, risk and return, valuation of stocks and bonds, capital budgeting and valuation, cost of capital and capital structure, working capital management, dividend policy, and international finance. The student will apply financial tools and understand how they impact financial decision making.
Course Outline

1. Understanding the Role of the Firm and the Financial Manager
· Recognize the primary goal of the firm

· Identify key forms of business organization

· Describe the role of finance in business

· Describe the relationship between agency theory and the firm

2. Financial Markets, Financial Instruments, and Interest Rates
· Distinguish between the money market, capital market, primary market, secondary market, organized exchange, and the over-the-counter market

· Contrast equity versus debt

· Explain how common stock is issued

· Explain the relationship between corporate bond ratings and risk

· Describe a yield curve and how each of the three basic theories explain its shape

3. Understanding Financial Statements
· Identify the three major financial statements

· Recognize the difference between cash flow and profit

· Explain how depreciation impacts financial decision-making

· Explain how financial statements are used in forecasting

· Compare the advantages and disadvantages of using historical data

4. Financial Statements and Ratio Analysis
· Calculate the current ratio and quick ratio

· State the uses of liquidity ratios

· Calculate asset utilization ratios including inventory turnover, receivables turnover, and total asset turnover

· Demonstrate how asset utilization ratios impact financial decision-making

· Calculate times interest earned (TIE) and debt ratios

5. Profitability, Market Value, and Ratio Analysis
· Calculate profitability and market value ratios including ROE, ROA, market-to-book, and P/E ratios

· Recognize the purpose of ratio analysis with internal and external users

· Name the limitations of ratio analysis

6. Applying Time Money Value of Money Tools
· Explain the concept of time value of money, including compounding and discounting 

· Compute the present and future value of a single sum 

· Solve for the interest rate and number of periods 

· Calculate present value and future value of ordinary annuities, annuities due, and perpetuities

· Value an asset with a mixed stream of cash flows

7. Other Time Value of Money Tool
· Adjust the time value of money formulas for more frequent compounding

· Calculate the effective annual rate

· Solve for the payment of a loan, annual retirement savings, and growth rate

· Describe the three key things necessary to value any asset

· Identify the generic formula needed to value any asset

8. Understanding Risk and Return Relationships
· Calculate the return of stock over a single year

· Calculate the expected return and standard deviation of a single asset and a portfolio

· Provide real-life examples of market risk and firm-specific risk

· Differentiate between total risk, market risk, and diversifiable or firm-specific risk

9. Understanding the Capital Asset Pricing Model (CAPM)
· Solve for the required return using the CAPM

10. Valuation of Stocks and Bonds
· Calculate the value of a common stock, assuming no growth and constant growth

· Calculate the dividend payment and value of a preferred stock

· Identify various bond features including par value, coupon rate, and maturity

· Calculate the yield to maturity (YTM) of a bond with annual and semiannual coupon payments

· Analyze how bond values are affected by the coupon payment, time to maturity, market interest rates, and par value

11. Understanding and Applying Capital Budgeting Tools
· Explain the capital budgeting process

· Solve capital budgeting decisions with the net present value (NPV) method 

· Use the payback method and discounted payback period to make capital budgeting decisions 

· Show how the internal rate of return (IRR) method is used for capital budgeting decisions

· Calculate the profitability index

12. Break-Even Analysis
· Differentiate fixed versus variable costs 

· Perform a break-even analysis

13. Identifying Relevant Cash Flows for Capital Budgeting
· Compare expansion, replacement, independent and mutually exclusive projects

· Discuss sunk, opportunity, and other relevant costs

· Calculate the incremental operating cash flows of an expansion and replacement project

· Calculate the terminal cash flow of a capital budgeting project

· Calculate the gain or loss of the sale of an asset and the tax cost or benefit associated with each

14. Understanding the Cost of Capital
· Explain weighted average cost of capital 

· Calculate after-tax cost of debt, preferred stock, common equity 

· Use the constant growth stock valuation method 

· Calculate the costs for common stock, debt, and preferred stock

· Calculate the required return using the WACC formula

15. Managing Cash
· Justify the importance of working capital management 

· State the purpose and steps to complete a cash budget

· Complete a simple cash budget

16. Cash Conversion, Asset Accounts, and Liabilities
· Demonstrate the use of the cash conversion cycle 

· Explain how the cash conversion cycle is shortened

· Justify the importance of credit standards 

· Explain the importance of inventory management

· Compare unsecured and secured short-term liabilities

17. Capital Structure, Dividends, and International Considerations
· Define capital structure 

· Describe the Dividend Payment Procedures 

· List two common types of dividend policies

· Convert foreign currencies to home currency 

· Describe methods of international expansion and techniques for managing international risk

18. Introduction to Finance Final Exam
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