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1. Course Description

The objective of the course is to familiarize the students with the tools to value the cash flows at different period and introduce the basic concepts risk and return to understand the cost of capital. Valuation of cash flows is critical for long-term financial decision making and project evaluation. 

The course would attempt to apply the theoretical concept to real life problems of finance managers. The course would cover the time value of money, risk and return trade-offs, valuation of risk-free and risky assets, and cost of capital. In time value of money, the course would cover present and future value concepts and valuation of annuity and annuity dues. Besides time value study would cover the amortization schedules. 

The concepts of risk and return would be discussed in detail to understand the concept that higher risk should accompany with higher return. In valuation of risky and risk-free assets, the course would cover basic valuation models of bonds and stocks. The course would cover cost of debt, cost of equity and cost of capital.

 2. Student Learning Outcomes (typically 3-5 bullet points)

There is few important learning’s one can expect to learn from this course.

· Enable the students to use concept of time value of money to value future cash flows.

· Enable the students to understand the relationship between risk and return.
· Enable the students to understand the basics of valuation of stocks and bonds.
 3. Required Textbooks 
Financial management Theory and Practice, by Prasanna Chandra; 10th Ed, Tata McGraw-Hill
 4. Tentative Session Plan
Session 1: Introduction to financial management

In this session we will discuss the objective of a firm, concept of shareholders value, role of finance manager in an organization, and how this course is going to help in financial decision-making process for an organization. 
Session 2 – 4: Time value of money: Learning the tools that is required to make the decisions
In this session we will study the importance time in valuing money and how the concept is used to calculate the present and future value of money. Role of compounding and the calculation of effective rate of return will be discussed in detail. Calculation of annuity and its applications will be studied.
Session 5-6: Risk vis-à-vis return: Understanding the role of risk in valuation

In this session we will define risk, and its relationship with return. We would learn the some basic aspect of measurement of risk. Role of risk in valuation of assets also would be discussed in these sessions.

Session 7-8: Discounted cash-flow and valuation of assets: Getting the right inputs for financial decisions

In this session we will study various types of bonds, explain various terminologies. Basic valuation of the model will be explained. Besides basic concept of yield curve will be discussed along with the term-structure of interest rate. Attempt would be made to link the valuation of bond with the yield curve. Similarly, equity valuation will be studied with help of Dividend Discount Model and Discounted Cash Flow model. Most importantly the role of discount rate and what is the appropriate discount rate one should use to value asset would be discussed in detail.

Session 9-10: Cost of capital: Getting the right inputs for financial decision

In these sessions we would study the concepts of capital and cost associated with various types of capital. Concept of risk and return would be discussed within the context of Capital Asset Pricing Model (CAPM) and the application of the same in calculating the cost of capital. Weighted average cost of capital would be studied in detail and its applications will be discussed.

5. Evaluation

The following table describes the per cent of weights given for the evaluation.

	Components
	Weights (%)

	Class Participation
	20

	Quizzes (2)
	40

	End Term
	40


The class participation would be based on the regularity of attendance (Students attending all classes would be rewarded), and the student’s participation level on the overall learning process.

Quizzes would be of MCQ types with negative marks. There will of two quizzes and both the quizzes would cover the portion discussed till the time the quizzes are conducted. End term examination would cover the entire syllabus and would test students understanding of the subject. 

6. Academic Integrity
You must demonstrate high order of academic integrity being attentive in the class and regularly read the prescribed reading material. In case of group assignment, all members of the group should contribute to the preparation of the report and you are expected to write the report in your own style and language. Your basic purpose should be to learn, without resorting to any unfair means for getting a higher score/grade.
