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Course Description

This course covers principles of corporate finance and its applications. These principles are critical
to understanding the nature of how corporations undertake new projects, finance themselves, and
manage financial risks. We will examine corporate structure, capital budgeting, evaluation of
projects, financial planning, securities valuation, mergers and acquisitions, risk management, and
governance. Perspectives will include those of debt and equity holders as well as key management
members, including the Chief Executive Officer, Chief Financial Officer and Treasurer. We will
review relevant current events that relate to the concepts covered in class.

Attendance & Participation

This course is a discussion-based class with your preparedness and participation being an
important factor for success. We have a few classroom expectations that will contribute to your
Attendance & Participation grade:
e Attendance is mandatory with the exception of pre-approved absences.
e Electronic devices are not allowed during the case discussion, lecture, or during discussions
with guest speakers.
e Name tents are required to receive attendance credit.
e The Harris School attendance policy can be found at: Policies | Harris School of Public
Policy | The University of Chicago

Finance and Policy Certificate

This course is one of the available electives to fulfil the requirements of the Finance and Policy
Certificate.

Artificial Intelligcence and Large Language Models

The use of any Al or LLM tools in this class is prohibited. Among the key learnings is how to
calculate and analyze financial information. Successful understanding of these areas requires
completing such work using a financial calculator or Excel and writing observations regarding
the numerical analysis yourself.


https://harris.uchicago.edu/student-life/dean-of-students-office/policies#courses-attendance
https://harris.uchicago.edu/student-life/dean-of-students-office/policies#courses-attendance

Course Goals

The course covers the following topics:

The essential tools for business analysis and financing decision-making

Determination of the time value of money and the role of interest rates

Pricing of various types of debt, including loans and bonds

The use of net present value, internal rate of return, and financial decision-making tools
Forecasting and analyzing a firm's earnings and cash flow and determining how equity is
valued by investors

The methods by which investors price risk

The effect of capital structure on a firm’s financing costs and risks

The implications of tax policy on financial decisions

Why companies fall into financial distress and bankruptcy and how these are resolved
Basic understanding of financial statements

The role of corporate governance in supporting good financial decision-making

Academic Integrity

All University of Chicago students are expected to uphold the highest standards of academic
integrity and honesty. Among other things, this means that students shall not represent another’s
work as their own, use un-allowed materials during exams, or otherwise gain unfair academic
advantage. All students suspected of academic dishonesty will be reported to the Harris Dean of
Students for investigation and adjudication. The disciplinary process can result in sanctions up to
and including suspension or expulsion from the University. In addition to disciplinary sanctions,
I will impose a penalty of a grade of 0 on the exam or problem set in question and the student
cannot earn higher than a B- in the course for students who have committed academic
dishonesty.

The University of Chicago Policy on Academic Honesty & Plagiarism can be found at:
https://studentmanual.uchicago.edu/academic-policies/academic-honesty-plagiarism/

Text and Other Readings

Brealey, Richard A., Stewart C. Myers, and Franklin Allen. 2023. Principles of Corporate
Finance. Fourteenth edition. There are substantial differences between the 14™ edition and prior
editions; prior editions are not recommended.

Periodically assigned readings are available through the links embedded in the weekly schedule.
A financial calculator is required. They are available from the bookstore or online retailers.
Models which suffice include: Texas Instruments BA II Plus, HP 10bIl+ or HP 12 C or CP.
Phone based calculators may not be used for the final exam.


https://studentmanual.uchicago.edu/academic-policies/academic-honesty-plagiarism/

Grading

There will be four problem sets. Problem sets must be completed by each student individually,
though you may discuss the problems with your fellow students in the course. You may not consult
online sources of homework answers or obtain answers from students who have previously taken
the course. Assignments must be submitted on Gradescope.

The course grade will be based on the following:
e Final Exam 40%
e Problem Sets 40%
e Participation 20%

Problem sets must be submitted by 11:59PM on the date due. Late assignments will be subject to
penalties as follows:

e One hour late: 5%

e One day late: 25%

e Prior to release of assignment answer sheet (usually three or four days): 50%

The final exam, given finals week, will be comprehensive and have a 2-hour time limit. Only
exceptions approved by the Dean of Students will be accepted for not taking the final exam at the
scheduled time. Students may take the course Pass/Fail subject to Harris School policy. A
cumulative average of 60% is required for a Pass grade.



Date

Readings

Topics

Case Studies

Assignment Due

March 24 | Chapters 1 & 19 Introduction, agency problems, Apple, Disney
corporate governance
March 31 | Chapters 2 & 5 Net present value, investment criteria | Nintendo, Saudi Arabia
(Neom)
April 7 Chapter 6 Investment decisions, accounting, Open Al SpaceX
and cash flow construction
April 14 Chapters 13, 14, & 15 | Financial system overview, how CATL, Theranos Problem Set 1
corporations issue securities
April 21 Chapters 3 & 4 Valuing stocks and bonds Silicon Valley Bank Problem Set 2
Guest Speaker: Douglas
Baker (Nuveen)
April 28 Chapters 32 & 33 Mergers, acquisitions, leveraged Getty Oil, RJR Nabisco
buyouts, bankruptcy (KKR), Bear Stearns
May 5 Chapters 7 & 8 Portfolio construction, risk, History of the Federal Problem Set 3
diversification Reserve system
Guest Speaker: Chris
Vincent (CFA Society
Chicago)
May 12 Chapters 9 & 12 Cost of capital, efficient markets Long Term Capital Problem Set 4
Management

Guest Speaker: Chris Roth
(Northern Trust)




May 19

Chapters 27 & 34

Risk management

Global Financial Crisis

Guest Speaker: Janelle
Woodward (Allstate)

May 26

Final Exam




