Course Details: Master of Business Administration (MBA) Program

FIN 541: Financial Management

Program/Semester: MBA/Second Semester
Course Title: Financial Management
Course Code: FIN 541

Credit Hours: 3

Lecturer Hour: 45

Course Objectives

The objective of this course is to provide the students with an understanding of the concept and
principles of finance together with a knowledge of the analytical techniques so developing skills

in their application required for making investment, financing, and dividend decision.
Course Description

This course provides an overview of corporate financial management with a special emphasis on
nature of finance, financial analysis, valuation, cost of capital, capital budgeting, cash flow
estimation, current assets management, and dividend policy. The course also provides the

overview of these topics in the context of Nepal.
Learning Outcomes
Students who successfully complete this course will be able to:

e Understand the goal of the firm and functions to be performed by finance manager.
¢ Conduct financial analysis of the given firm.
e Analyse the value of corporate securities.
e Understand the application of cost of capital in capital budgeting situations.
e Evaluate capital budgeting project by estimating cash flows.
e Undertake efficient management of current assets.
e Devise corporate dividend policy.
Course Contents

Following issues and topics have been selected in relation to existing literature, its relevance and
the likely impact on current practices of different aspects of financial management in Nepalese
business organizations:

Unit 1: Introduction to Financial Management LH3
An overview of Financial Management, the finance functions, finance within an
organization, the main financial goal: creating value for investors, agency relationship
and problems, balancing shareholder interests and the interests of society.

Unit 2: Financial Analysis LH 6
An overview of the firm’s financial statements: income statement, balance sheet, cash
flow statement and statement of shareholders’ equity; financial analysis: the common-size
statements, ratio analysis and tying the ratios together — the DuPont equation;
benchmarking of performance: trend analysis, comparison to industry average and peer-
group comparison; uses and limitations of financial ratio analysis.
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Unit 3:

Unit 4:

Unit 5:

Unit 6:

Unit 7:

Valuation of Financial Assets LH 10
Concept of financial assets; key features of bond, preferred stock and common stock;
timelines to visualize cash flows from investment; time value of money: compound
interest and terminal values, discounting and present values, the internal rate of
return/yield; bond valuation: value of perpetual bond, pure discount bonds, coupon bonds
and bonds with semi-annual coupon payment, bond’s yield to maturity; valuation of
preferred stock; valuation of common stock using the discounted dividend model for
different growth phases; measuring risk and return of stock investment: expected return,
investor’s required rate of return and risk of an investment.

Cost of Capital LH6
Investor’s required return and the firm’s cost of capital; significance of cost of capital;
computation of specific costs debt, preferred stock and equity (internal and external
equity); choice of book value and market value weights, determination of weighted
average cost of capital; marginal cost of capital and breaks in marginal cost of capital.
Capital Budgeting Decision (Including Cashflow Estimation) LH 12
Concept of capital budgeting; the typical capital-budgeting process; types of projects,
independent and mutually exclusive projects; cashflow estimation: initial investment,
interim operating cashflows and terminal cashflow; incremental cash flows; project
evaluation and selection criteria: payback period, discounted payback period, Net Present
Value (NPV), Profitability Index (PI), Internal Rate of Return (IRR), Modified Internal
Rate of Return (MIRR), comparison between NPV and IRR.

Working Capital Management LH 4
Working capital management: an overview of working capital management, types of
working capital and trade-off between profitability and risk; working capital conversion
cycle; cash management: significance, motives for holding cash, factors determining cash
needs; receivables management: meaning, need of receivable management, credit
policies, credit standards, credit terms and collection policies; inventory management:
meaning, significance, costs of holding inventory and Economic Order Quantity.
Dividend Policy LH 4
Meaning and significance of dividend policy, timelines to visualize dividend payment
procedures, dividend distribution policies, stock dividend and stock split, repurchases of
stock, factors influencing a firm’s dividend policy, dividend payment patterns in Nepal.

Required Textbooks and Materials

Prescribed text books:

Titman,

Sheridan, Keown, Arthur J., Martin, John D. (2018). Financial Management: Principles

and Applications, 13th ed. (13). United Kingdom: Pearson Education Ltd.

Van, H.

J. C. (2008). Financial management and policy. New Delhi: PHI Learning.

Suggested reference:

Brigham, E. F., & Houston, J. F. (2019). Fundamentals of financial management. Cengage
Learning, Inc
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