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English

1. Understand and explain the main issues addressed in corporate finance and in financial markets, both from
a theoretical and practical perspective:

a. How to increase shareholder value by pursuing investments with positive net present value or alternative
evaluation criteria.

b. How return can only be realized by taking a certain amount of risk, both with investment projects within
companies as well as for individual investor portfolios.

c. How markets price and reward risks.

d. How risk averse investors can form portfolios in order to diversify risk.

e. What derivatives are and why they are increasingly important in the financial system.

2. Review financial articles in newspapers like the Financial Times, Wall Street Journal and Economist.

3. Build data driven evidence for financial decisions applying basic financial information of firms or institutions.
4. Understand that shareholder value is no longer the only concern of financial managers and explain how
aspects of sustainability and corporate social responsibility play a role.

The course consists of three parts. The first part focuses on the basics of corporate finance, where we will
take the viewpoint of a financial manager and distinguish between investment and financing decisions. The
second part focuses on the concept of valuation. Topics in this part are the net present value of a project or
investment, valuation of stocks, valuation of bonds, and capital budgeting. The third part of the course is built
around the risk-return trade-off and (modern) portfolio theory. We will analyse risk-return models to assess
the required return of investment projects or securities. We will also introduce the topic of financial derivatives
(options, forwards contracts) often used by corporate risk managers to hedge risky positions on the balance
sheet like e.g. foreign exposure of outstanding invoices.

ISBN: 9781292446318 (book) OR ISBN: 9781292446356 (Pearson eText book) TITLE: Corporate Finance,
Global Edition AUTHOR: Berk & De Marzo EDITION: 6th / 2023
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