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College of Micronesia-FSM 
DIVISION OF BUSINESS ADMINISTRATION

National Campus, 

P.O. Box 159 Kolonia, Pohnpei FM 96941

SYLLABUS IN PRINCIPLES OF FINANCE
Course No. 
: BU250


Course Title
: Principles of Finance
Time Frame
: 45 days


Credit Units
: 3

Semester
: Spring 2015

             Schedule
: 11:00-11:55 MWF
Instructor
: Timothy James M. Mamangon  e-mail address: timothy@comfsm.fm

Office Tel#
: 320-2480 ext.110

 
Office Address: Business Administration Division, Faculty Bldg. -  F103
Office Hours
: 1-2 TTH 9-10 MWF or by appointment
I.  LEARNING OUTCOMES

   A. INSTITUTIONAL STUDENT LEARNING OUTCOMES (Check all that apply)

1. Effective oral communication: capacity to deliver prepared, purposeful presentations designed to increase knowledge, to foster understanding, or to promote change in the listeners’ attitudes, values, beliefs, or behaviors.

2. Effective written communication: development and expression of ideas in writing through work in many genres and styles, utilizing different writing technologies, and mixing texts, data, and images through iterative experiences across the curriculum.

3. Critical thinking: a habit of mind characterized by the comprehensive exploration of issues, ideas, artifacts, and events before accepting or formulating an opinion or conclusion.

4. Problem solving: capacity to design, evaluate, and implement a strategy to answer an open-ended question or achieve a desired goal.

5. Intercultural knowledge and competence: a set of cognitive, affective, and behavioral skills and characteristics that support effective and appropriate interaction in a variety of cultural contexts.

6. Information literacy: the ability to know when there is a need for information, to be able to identify, locate, evaluate, and effectively and responsibly use and share that information for the problem at hand.

7. Foundations and skills for life-long learning: purposeful learning activity, undertaken on an ongoing basis with the aim of improving knowledge, skills, and competence.

8. Quantitative Reasoning: ability to reason and solve quantitative problems from a wide array of authentic contexts and everyday life situations; comprehends and can create sophisticated arguments supported by quantitative evidence and can clearly communicate those arguments in a variety of formats.

B. PROGRAM LEARNING OUTCOMES (PLOs):

The student will be able to:

1. Demonstrate basic knowledge of each of the functional areas of business- accounting, management, marketing, economics and finance by emphasizing their importance in an organization and describing their interrelationship in the organization’s attempt to achieve its objective.

2. Demonstrate basic knowledge and skill in the use of cost and managerial concepts and techniques as management tools for planning, controlling, evaluating performance and making decisions

3. Demonstrate basic knowledge and skill in business mathematics and elementary statistics by accurately performing common business computations, statistical data presentation and analysis

4. Demonstrate basic knowledge and skill in intercultural writing and speaking appropriate for business

5. Demonstrate a basic understanding of the legal environment and ethical challenges confronting business in general and in the FSM, from both local and global perspectives

C. COURSE LEARNING OUTCOMES (CSLOs): GENERAL

The student will be able to:

1. Establish a foundation for the understanding of the role and objective of financial management, the major elements of the U.S. and international financial marketplace, the financial statements and ratios that can be used to evaluate the financial performance of a firm, and cash flow analysis.

2. Apply the concept of the time value of money in the valuation of securities and the evaluation of investment projects expected to provide benefits over a number of years, and understand the concept of risk in finance as well as the relationship between risk, required return, and the shareholder wealth maximization goal of the firm.

3. Understand the fundamentals of capital budgeting, consider various decision-making criteria that can be used when choosing projects that will maximize the value of the firm, and explore some of the techniques that attempt to deal with the problem of risk associated with a specific project’s cash flows.

D.
STUDENT LEARNING OUTCOMES (CSLOs): SPECIFIC
	CSLO #1
The student will be able to establish a foundation for the understanding of the role and objective of financial management, the major elements of the U.S. and international financial marketplace, the financial statements and ratios that can be used to evaluate the financial performance of a firm, and cash flow analysis.
	ILO
	PLO
	ASSESSMENT STRATEGIES

	1.1
Define shareholder wealth, discuss how it is measured, and explain why maximizing it is the primary normative goal of a firm.
	3,4
	1
	Students will illustrate using a flow chart how a firm can increase shareholder wealth. Students will also answer multiple-choice questions on why maximizing wealth is the primary goal of a firm.
Assessment Type: Individual Activity
Evaluation Type: Formative

	1.2
Explain why social responsibility and problems arising out of agency relationships often prevent achievement of shareholder maximization goal.
	3,4
	1
	Students will research examples of firms who fail at being socially responsible and explain how this has affected the prices of stocks and dividends of shareholders.
Assessment Type: Research
Evaluation Type: Formative

	1.3
Enumerate and explain the factors that determine the value of a company’s shares of stock, and the actions that managers can take to influence these factors.
	3,4
	1
	Students will enumerate the factors that determine the value of a company’s share of stock and , and the actions that managers can take to influence these factors
Assessment Type: Individual Activity
Evaluation Type: Formative

	1.4
Discuss the main purpose of an economy’s financial system, and distinguish between financial middlemen and financial intermediaries.
	3,4
	1
	Students will enumerate how financial middlemen and financial intermediaries differ and the main purpose of an economy’s financial system.
Assessment Type: Individual Activity
Evaluation Type: Formative

	1.5
Discuss what constitute financial assets, explain the role of financial markets; define and give examples of money market, capital market, primary market and secondary market.
	3,4
	1
	Students will be given examples and will need to identify if the given example is a money market, capital market, primary market, and secondary market. Students will also answer multiple-choice questions on financial assets and markets.

Assessment Type: Quiz
Evaluation Type: Summative 

	1.6
Identify the risks faced by companies engaged in international financial transactions, and define exchange rate, spot rate, forward rate, Eurocurrency, London Interbank Offer Rate (LIBOR). 
	3,4
	1
	Students will answer multiple-choice questions on the risk faced by firms engaged in international financial transactions and the concepts of exchange rate, spot rate, forward rate, Eurocurrency, London Interbank Offer Rate (LIBOR).
Assessment Type: Quiz
Evaluation Type: Summative

	1.7
Explain the concept of market efficiency.
	3,4
	1
	Students will give an example of an efficient market and how it affects the firm.
Assessment Type: Quiz
Evaluation Type: Summative

	1.8
Demonstrate the use, and interpret the results, of the following techniques in evaluating the financial performance of a firm: financial ratios, common-size financial statements, and trend analysis.
	3,4
	1
	Students will be asked to compute financial ratios, common size financial statements, and trend analysis.
Assessment Type: Quiz
Evaluation Type: Summative

	1.9
Identify the three most important determinants of a firm’s returns on stockholders’ equity, and show how the relationship among these determinants can be used in analyzing profitability through ROE.
	3,4

	1

	Students will illustrate how the determinants of a firms return affect the profitable of firms.
Assessment Type: Quiz
Evaluation Type: Summative

	1.10
Distinguish between strategic planning and operational planning.
	3,4
	1
	Students will be given examples of plans, and will need to identify if the examples of plans given are strategic or operational.
Assessment Type: Individual Activity
Evaluation Type: Summative

	1.11
Discuss financial forecasting and pro-forma financial statements, and explain the importance of cash flows and cash flow analysis in a firm’s financial plans.
	3,4
	1
	Students will be asked to compute and interpret cash flows.
Assessment Type: Quiz
Evaluation Type: Summative

	1.12
Prepare a cash budget.
	3,4
	1
	Students will be asked to prepare a cash budget.
Assessment Type: Quiz
Evaluation Type: Summative


	CLO #2

The student will be able to apply the concept of the time value of money in the valuation of securities and the evaluation of investment projects expected to provide benefits over a number of years, and understand the concept of risk in finance as well as the relationship between risk, required return, and the shareholder wealth maximization goal of the firm.
	ILO
	PLO
	ASSESSMENT STRATEGIES

	2.1
Define simple interest, compound interest, annuity, ordinary annuity, annuity due, perpetuity, and effective interest rate.
	3,4
	1
	Students will compute simple interest, compound interest, annuity, ordinary annuity, annuity due, perpetuity, and effective interest rate.
Assessment Type: Quiz
Evaluation Type: Formative

	2.2
Calculate the effective interest rate, and construct a loan amortization schedule.
	3,4
	1
	Students will compute EIR and construct a loan amortization schedule.
Assessment Type: Quiz
Evaluation Type: Formative

	2.3
Explain the time value of money, perform future and present value calculations, and state the Net Present Value Rule.
	3,4
	1
	Students will compute present value, future value, rate, and period.
Assessment Type: Quiz
Evaluation Type: Formative

	2.4
Relate the net present value of an investment made by a firm to the concept of shareholder wealth maximization.
	3,4
	1
	Students will calculate and interpret the NPV.
Assessment Type: Quiz
Evaluation Type: Summative

	2.5
Define risk in finance, standard deviation, required rate of return, capital market line, beta coefficient, portfolio, CAPM, and other related terms.
	3,4
	1
	Students will answer multiple-choice questions on the definition of SD,Rr,Capital Market line, Beta, CAPM and other related terms.
Assessment Type: Individual Activity
Evaluation Type: Summative

	2.6
Discuss the general relationship between risk and expected return, and explain how diversification can reduce the risk of a portfolio of assets to below the weighted average of the risk of the individual assets.
	3,4
	1
	Students will answer multiple-choice questions on the portfolio effect.
Assessment Type: Individual Activity
Evaluation Type: Formative

	2.7
Distinguish between systematic and unsystematic risk, and explain under what circumstances investors are likely to ignore the unsystematic risk characteristics of a security.
	3,4
	1
	Students will be given different scenarios and will have to identify which are systematic and which are unsystematic.
Assessment Type: Individual Activity
Evaluation Type: Formative

	2.8
Calculate a security portfolio’s expected rate of return and its beta value.
	3,4
	1
	Students will calculate the expected Rr and beta of a portfolio.
Assessment Type: Quiz
Evaluation Type: Summative

	2.9
Describe the characteristics of fixed-income (debt and preferred stock) securities, and specify under what conditions a preferred stock will be similar to long-term debt and in what ways it is similar to common stock.
	3,4
	1
	Students will answer multiple-choice questions on characteristics of fixed-income securities, and enumerate under what conditions a preferred stock will be similar to long-term debt and in what ways it is similar to common stock.
Assessment Type: Quiz
Evaluation Type: Summative

	2.10
Compare the advantages and disadvantages of long-term debt financing with that of preferred stock financing.
	3,4
	1
	Students will answer multiple-choice questions on the advantages and disadvantages of long-term debt financing with that of preferred stock financing
Assessment Type: Quiz
Evaluation Type: Summative

	2.11
Explain how debt issues are rated by Moody’s Investors Services and by Standard & Poor’s Corporation.
	3,4
	1
	Students will be given firms with different debt issues and will identify the rating that will be given by Moody’s Investors Services and by Standard & Poor’s Corporation.
Assessment Type: Quiz
Evaluation Type: Summative

	2.12
Determine the value of assets using the capitalization of cash flow method, and calculate the Yield-to-Maturity (YTM) of a bond.
	3,4
	1
	Students will be asked to compute for the value of asset and YTM of a bond.
Assessment Type: Quiz
Evaluation Type: Summative

	2.13
Describe the characteristics of variable-income (common stock) securities.
	3,4
	1
	Students will answer multiple-choice questions on the characteristics of variable-income securities.
Assessment Type: Individual Activity
Evaluation Type: Formative

	2.14
Discuss the security offering process and the role of the investment banker.
	3,4
	1
	Students will illustrate using a flow chart the security offering process and explain the role of the investment banker.
Assessment Type: Individual Activity
Evaluation Type: Formative

	2.15
Explain and demonstrate the valuation of common stock using the various dividend valuation models.
	3,4
	1
	Students will compute for the value of common stocks using various dividend valuation models.
Assessment Type: Quiz
Evaluation Type: Summative


	CLO #3
The student will be able to understand the fundamentals of capital budgeting, consider various decision-making criteria that can be used when choosing projects that will maximize the value of the firm, and explore some of the techniques that attempt to deal with the problem of risk associated with a specific project’s cash flows.
	ILO
	PLO
	ASSESSMENT STRATEGIES

	3.1
Define key terms and concepts in capital budgeting, and give the four basic steps in the capital budgeting process.
	3,4
	1
	Students will answer multiple-choice questions on key terms and concepts in capital budgeting, and will illustrate the four basic steps in the capital budgeting process. 
Assessment Type: Individual Activity
Evaluation Type: Formative

	3.2
Discuss the principles of estimating cash flows, and calculate the net investment (NIVN) as well as the annual net cash flows for a project.
	3,4
	1
	Students will compute the NIVN and the net cash flows for a project.
Assessment Type: Individual Activity
Evaluation Type: Formative

	3.3
Discuss the four criteria that are commonly used for evaluating and selecting investment projects, and state the decision rule for each criterion.
	3,4
	1
	Students will be given projects and will form groups to discuss how the projects should be evaluated and what decision should they make in terms of approving or disapproving the given projects.
Assessment Type: Quiz
Evaluation Type: Summative

	3.4
Calculate the net present value (NPV), profitability index (PI), internal rate of return (IRR), and payback period of an investment project.
	3,4
	1
	Students will be asked to compute NPV,PI,IRR and payback p Assessment Type: Quiz
Evaluation Type: Summative eriod of a project.

	3.5
Enumerate the primary types of real options in capital budgeting and give examples of each type.
	3,4
	1
	Students will give examples of real options in capital budgeting and identify the type of each example.
Assessment Type: Assignment
Evaluation Type: Formative

	3.6
Define risk as it is used in a capital budgeting analysis context, and distinguish between total project risk and portfolio risk. 
	3,4
	1
	Students will be used to compute the risks in capital budgeting and will also answer multiple choice questions on total project risk, portfolio risk, and beta.

Assessment Type: Quiz
Evaluation Type: Summative

	3.7
List and discuss some of the techniques that can be used to analyze total project risk.
	3,4
	1
	

	3.8
Explain how the beta concept can be used to determine risk-adjusted discount rates when considering the systematic risk of individual projects. 
	3,4
	1
	


E.
REQURIED TEXT(S) AND COURSE MATERIALS
TEXTBOOK:

Fundamentals of Financial Management, 13th (or current) Edition, by Brigham and Houston
COURSE MATERIAL:

Financial or scientific calculator, computers with Microsoft Excel, and financial data available online

F.
REFERENCE MATERIALS
Foundations of Corporate Finance, 2nd (or current) edition, by Hickman, Hunter, and Byrd

Online:

Materials for the Student - http://academic/cengage.com/finance/moyer
Thomson ONE–Business School Edition - http://tobsefin.swlearning.com
The Wall Street Journal’s web site - http://public.wsj.com
G.
METHODS OF INSTRUCTION

1. Lectures/discussions

2. Slide presentations

3. Problem solving and case analysis

4. Collaborative learning

5. Online support

H.
COURSE CONTENT

1.
The role and objective of financial management

2.
The domestic and international financial marketplace

3.
Evaluation of financial performance

4.
Financial planning and forecasting

5.
The time value of money

6.
Analysis of risk and return

7.
Fixed-income securities: characteristics and valuation

8.
Common stock: characteristics, valuation, and issuance

9.
The capital investment decision: cash flow analysis, decision criteria, real option considerations, and risk

I.  COURSE REQUIREMENTS

· Homework
· Individual Class Activities

· Group Class Activities

· Midterm and Final Exam  
J. GRADING CRITERIA

Homework and Class Activities  
40%
Quizzes


 

30%




Midterm Exam 



15%


Final Exam 



15%





                    _______

Total Points


           100%

Grades will be assigned based on the following percentage of total points received homework/assignments, recitation/ oral presentation, quizzes, mid-term exam, final exam, and attendance:

           

A…………………………..90% to 100%

           

B…………………………..80% to 89%

          

C…………………………..70% to 79%

           

D…………………………..60% to 69%

          

F…………………………..59% and below
K.  ATTENDANCE POLICY
Students are required to attend the class during scheduled class time.  A maximum of 4 absences in class can be allowed during the semester.   The total missed classes include unexcused and excused, such as sickness, funerals, and any other circumstances. A student exceeding the maximum limit of absences will be withdrawn from the class by the instructor without prior notice to the student.  Latecomers will be marked tardy and three(3) tardiness classes will be counted as one absence. For an MWF class, a student will be rendered tardy after 10 minutes, and for a TTh class, a student will be marked tardy after 15 minutes.
L. ACADEMIC HONESTY POLICY


The COM-FSM Academic Policy applies to this course (Pls. refer to your handbook)
Prepared by:  Timothy James M. Mamangon
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