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Course Description

The goal of this course is twofold: First, to describe the main financial markets and instruments and,
second, to analyze corporate decisions from a financial perspective. With respect to the first subject, the
course focuses on money-market, capital and debt markets. With respect to the second, the course
concentrates on investment and financing decisions, valuation, and the treatment of risk. Topics to be
studied are the time-value of money, exchanges and Over-The-Counter Markets, law of one price, net
present value rule, capital budgeting techniques and the estimation of the cost of capital. It also studies
the valuation of stocks and bonds, the risk-return trade-off, the capital structure and its relationship with
the value of the firm as well as the dividend policy of corporations.

Prerequisites

The course is an introduction in Finance; therefore, it does not have prerequisites other than basic
knowledge of mathematical calculus, probability theory and statistics.

Target Learning Outcomes

On completing the course participants will:

e Be familiar with the different types of financial markets.

e Know the main principles for pricing financial securities and use them for analyzing and hedging
financial risks.

e Understand how projects are valued, and will be able to use the key capital budgeting techniques
(NPV and IRR)

e Know how firms raise capital from the market, and how stocks and bonds are priced.

e Understand how risk affects the value of the asset in equilibrium, and how this affects, in turn, the
company cost of capital.

e Understand the trade-off firms face between tax advantages of debt and various costs of debt.

e Be able to explain and use the capital structure theory in order to determine the optimal capital
structure.
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Teaching and Learning Activities

One three-hour lecture per week, study theory and practice in empirical exercises as homework.

Assessment and Grading Methods

The final grade comes from the final examination.



