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COURSE OBJECTIVES

The primary objective of “Corporate Financial Strategy” is for students to understand the implications of financial theory in real situations (cases) and to be able to analyze and communicate the implications of their analyses to an informed audience.  A second objective is for students to appreciate the demands and opportunities of pursuing careers in different functions of finance, such as corporate financial management, commercial bank lending, or investment banking.   The course outline is organized around specific finance functions, like investment banking and venture capital investment, to emphasize the different finance functions.  A final objective is for students to refine and expand specific skills and use of financial analytical tools in a real-world context.  

At the conclusion of FBE 432, students will be able to:

· Value companies;

· Link capital structure to valuation;

· Analyze motivations for mergers and acquisitions;

· Understand issues in venture-capital financing;

· Appreciate the significance of ownership structure on value and performance;

· Relate business and financial strategies using sustainable growth models;

· Assess strategic factors affecting corporate investment;

· Compare alternative sources of financing in international markets;

· Use derivatives (e.g. futures, options, and swaps and others) to manage risk;

· Integrate shareholder wealth creation in formulating corporate decisions.

PREREQUISITES

The basic requirement for “Corporate Financial Strategy” is BUAD 306, “Business Finance.”  It is assumed that students are thoroughly familiar with the contents of BUAD 306 and the assigned text.  FBE 421, “Financial Analysis and Valuation,” and other advanced courses in finance are highly recommended as preparation for FBE 432.

REQUIRED AND RECOMMENDED READINGS

FBE 432 Case Reader [CR] available at the USC bookstore is required.

Recommended background readings for class discussion and case preparation are provided in the course schedule in the MBA-level text, Corporate Finance by Ross, Westerfield, and Jaffe, 6th edition (RWJ).  This best-selling text is similar to basic finance texts used at other business schools (e.g. Brealey and Myers, Principles of Corporate Finance, 5th edition) and is the graduate-level text corresponding to the book used in BUAD 306 (Fundamentals of Corporate Finance by Ross, Westerfield, and Jordan, 5th edition).  Students may review subjects in corresponding chapters of texts other than RWJ if they choose.  Finance majors at the Marshall School will benefit from the more extensive and higher-level treatment of subjects in RWJ and I recommend they consider using the MBA level text as a source for background reading in this course and as a reference for other finance courses.  A table relating the MBA text (RWJ) and the undergraduate BUAD 306 text material discussed in this course is included in this syllabus after the case schedule for reference. 

Students are expected to follow business developments reported in the business press, especially the Wall Street Journal, and it is highly recommended that students also read other periodicals, especially The Economist and Fortune magazines.

STUDENT DISABILITIES

Any student requesting academic accommodations based on a disability is required to register with Disability Services and Programs (DSP) each semester.  A letter of verification for approved accommodations can be obtained from DSP.  Please be sure the letter is delivered to me as early in the semester as possible.  DSP is located in STU 301 and is open 8:30 a.m. - 5:00 p.m., Monday through Friday.  The phone number for DSP is (213) 740-0776.

ELECTRONIC RESOURCES
FBE 432 has a course website available through my website:

http://marshallinside.usc.edu/dietrich
I will distribute course materials (overhead transparencies and weekly course objectives together with vocabulary lists and recommended current newspaper or periodical readings) through the website, usually available by Monday morning of the week’s classes.  The website also contains links to useful financial information and data sources available on the Internet.  I will also distribute materials and notify students through a FBE 432 course folder in Microsoft Outlook/Exchange (also available through the Internet.)

. 

COURSE ORGANIZATION

Case discussions are scheduled to illustrate different finance functions.  Lectures and recommended readings covering some important issues and relevant material for each case will precede the case assignments.  Students in the class will be formed into groups of four or five students after enrollment has stabilized to work outside of class to discuss, analyze, and write group case memoranda.  Students as individuals must also hand in write-ups for two cases.  Group case assignments are marked with an asterisk (*) and cases eligible for individual student write-ups with two asterisks (**) in the Course Schedule and Case Schedule below.   Some cases do not require write-ups but students must be ready to answer questions and discuss issues raised by these cases during the class discussion.  I will distribute some questions for each case to provoke thinking but these questions are not to be taken literally or as guides to case solutions:  the case analysis should be a coherent assessment of these and other issues.

All written case analyses must include a cover sheet listing the group members (alphabetically by last name) for group write-ups or student’s name for individual write-ups, and the case name.  Write the analysis like a memo to a key decision-maker assuming that the reader is financially sophisticated. Stick to the finance issues raised by the case, i.e. do not review a corporation’s business or history.  Case memoranda should consist of analysis and recommendations limited to one page typewritten in length.  An appendix may contain one or two pages of graphs, spreadsheets, or data, which are expected to make the case analysis clearer.  No credit will be granted for a case handed in after the beginning of the class discussion of the case; students should retain a copy of their write-ups for reference during the class discussion.

Case analysis is time consuming and several readings of the case will be necessary.  Students should allow plenty of time to survey the case contents, digest case facts, and analyze issues raised.  You may not be able to identify a single theme or issue: cases may involve marketing and accounting and other business disciplines as well and financial issues.  Students should focus only on the financial implications of business problems described in the case.  There is no right answer to a case and none will be distributed.  Analyses and discussion must be clearly related to the finance issues in the case.

COURSE GRADING

There will be a midterm and a final examination: the midterm counts once and the final twice, and I will drop the worst of the three scores (e.g. if the midterm is 50 and the final 90, the student receives 90, whereas if the midterm is 90 and the final 50, the student receives 70 as an average for the two exams.)  Two individual case preparations and seven group case preparations must be handed in before the case discussion for credit.  Course grading will be based on the following weights:



Class Participation

20%



Case Analyses


30%




Individual write-ups

15%




Group write-ups

15%



Midterm and final exams
50%

Class participation will be based on students’ ability to respond to cold-call questions (on a random basis). Zero credit is given when a student is called upon and is absent.  Good responses will advance the discussion, not merely demonstrate attendance in class.  There is no reward for talking at length or repeating my comments.  In addition, class participation will be based on the general quality of a student’s contribution to the class discussion and overall learning experience. Students should bring a name-card to class and place it in front of the desk for every lecture. After the class enrollment has stabilized, students will choose a seat for the semester located on a seating chart.

The individual and group case write-ups will be graded on completeness, clarity, and persuasiveness of the written presentation. Grades will be check, check plus, or fail.  Individual team member’s grade for the group case write-ups may be adjusted according to individual team member’s contribution as determined by a peer evaluation form distributed at the end of the semester.
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COURSE SCHEDULE

	Dates
	Topic
	Recommended Review

Reading

	Week 1
	       OVERVIEW
	

	August 26
	Financial analysis, functions, and careers
	

	August 28
	Introduction to valuation and review 
	RWJ, Chpt. 17

	
	Practice Case: The Union Carbide Deal (Abridged) (HBS 9-897-201)
	

	Week 2

	       MODULE I: INVESTMENT BANKING AND VALUATION

	September 4
	Common valuation techniques
	RWJ, Chpt. 5

	Week 3
	
	

	September 9
	Case I: Eskimo Pie (HBS 9-293-084)
	NO WRITE-UP

	September 11
	Capital structure and valuation
	RWJ, Chpts. 15,16

	Week 4

	

	September 16
	Case II: Continental Carriers Inc. (HBS 9-291-080)**

	September 18
	Mergers and acquisitions
	RWJ, Chpt. 30

	Week 5

	
	

	September 23
	Case III: The Hostile Bid for Red October (HBS 9-291-008)*

	
	       MODULE II: VENTURE CAPITAL FINANCING

	September 25
	Venture capital and leveraged-buyouts (LBOs)
	RWJ, Chpt. 19

	Week 6
	
	

	September 30
	Case IV: The John Case Co. (HBS 9-291-008)*
	

	October 2
	Options and Convertible Securities
	RWJ, Chpt. 21, 23 §1-3

	Week 7
	
	

	October 7
	Case V: Term Sheet Negotiations for Trendsetter Inc (HBS 9-801-358)*

	
	        MODULE III: RISK MANAGEMENT AND DERIVATIVES

	October 9
	Techniques for risk management
	RWJ, Chpt.25 §1-3

	Week 8
	
	

	October 14
	Asset and liability management
	RWJ, Chpt.25 §4, 6-7

	October 16
	MIDTERM EXAMINATION
	Readings TBA

	Week 9
	
	

	October 21
	Practical use of derivatives

	October 23
	Case VI: Union Carbide Corporation Interest Rate Risk Management (HBS 9-294-057)*
	

	Week 10
	        MODULE IV: FINANCIAL STRATEGY

	October 28
	Real investments and corporate strategy
	RWJ, Chpts. 6 & 7

	October 30
	Case VII: Financing PPL Corporation’s Growth Strategy (HBS9-202-045)*

	Week 11
	
	

	November 4
	Business and financial strategy
	RWJ, Chpt. 26

	November 6
	Case VIII: Clarkson Lumber (HBS 9-297-028)**


	Week 12
	

	November 11
	Dividend Strategy
	RWJ, Chpt. 18

	November 13
	Case IX: Avon Products (HBS 9-289-049)*
	

	Week 13
	        MODULE V: INTERNATIONAL CAPITAL MARKETS

	November18
	International sources of capital
	RWJ, Chpt. 32 & TBA

	November 20 
	Case X: Huaneng Power International (Ivey 9A98N001)*

	Week 14
	        MODULE VI: CORPORATE GOVERNANCE

	November 25
	Issues in corporate governance
	RWJ, Chpt. 13

	Week 15
	
	

	December 2
	Case XI: Circon (A) (HBS 9-801-403)**

	
	        MODULE VII: VALUE-BASED MANAGEMENT

	December 4
	Case XII: Vyaderm Pharmaceuticals (HBS 9-101-019)
	NO WRITE-UP

	December 7
	Course summary and review (Optional session)
	

	December13
	Final Examination 8:00-10:00am
	


* Denotes group cases      ** Denotes individual cases

CASE SCHEDULE

	Date
	Case
	



	August 28
	Practice Case: The Union Carbide Deal (Abridged) (HBS 9-897-201)
	NO WRITE-UP

	September 9
	Case I: Eskimo Pie (HBS 9-293-084)
	NO WRITE-UP


	September 16
	Case II: Continental Carriers Inc. (HBS 9-291-080)**


	September 23
	Case III: The Hostile Bid for Red October (HBS 9-291-008)*


	September 30
	Case IV: The John Case Co. (HBS 9-291-008)*


	October 7
	Case V: Term Sheet Negotiations for Trendsetter Inc (HBS 9-801-358)*


	October 23
	Case VI:) Union Carbide Corporation Interest Rate Risk Management  (HBS 9-294-057)*


	October 30
	Case VII:) Financing PPL Corporation’s Growth Strategy (HBS9-202-045)*


	November 6
	Case VIII: Clarkson Lumber (HBS 9-297-028)**



	November 13
	Case IX: Avon Products (HBS 9-289-049)*


	November 20
	Case X: Huaneng Power International (Ivey 9A98N001)*

	December 2
	Case XI:) Circon (A) (HBS 9-801-403)**


	December 4
	Case XII: Vyaderm Pharmaceuticals (HBS 9-101-019)
	NO WRITE-UP


* Denotes group cases      ** Denotes individual cases

Chapter Comparisons between MBA-Level and BUAD 306 Finance Texts

	Subject
	MBA-Level (RWJ)1
	BUAD 306 Text2

	Present value analysis and valuation
	3, 4, 17
	5, 6

	Debt and equity valuation techniques
	 5
	3, 7, 8

	Capital structure and value
	15, 16
	16

	Mergers and acquisitions
	30
	24

	Venture capital
	19
	15

	Options
	22, 23
	23

	Asset-liability management
	25
	22

	Real investments and strategy
	7, 8
	10, 11

	Dividend policy
	18
	17

	International financing
	32
	21

	Corporate governance
	1, 13
	1


   1 Not all chapters are listed among recommended readings for FBE 432.

   2 Coverage in undergraduate text chapters not as complete or detailed as in graduate-level text.
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