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Course Description:

e The course provides an overview of financial decision-making from
the perspective of the corporate financial manager.

e Students discover how managers maximize shareholders” wealth by

choosing the optimal allocation of capital and the optimal financial
structure of the firm.
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Required Textbook:

Introduction to Finance: Markets, Investments, and Financial Management by Ronald W. -
Melicher, Edgar A. Norton

Topics:

e An overview of finance

e Financial Statements.

e Financial Statements Analysis

e Investing and Financing Decisions.

e Operating Decisions and the Income Statement.

e time value of money.

e Risk and return
e Earnings and cash flows.

e The cost of capital.
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Module Learning Outcomes:

Students will learn how to:

e Evaluate investment opportunities.
e Analyze a company’s financial statements to answer business questions.

e Use financial formulas to evaluate cost of capital for decisions related to
financing the operations of a corporation.

e Anticipate corporate financial needs through budgeting and forecasting
techniques.

e Explain working capital concepts.
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Learning outcomes
LO1 Introduction
LO 2 Identify the Key Scholars of Finance.

LO 3 Identify the Historical Development of Finance

L0 4 Describe the Finance Before and after 19t Century.

LO5 Explain the different forms of business ownership.
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Introduction

* Finance is a vital branch of economics focused on managing
money and investments.

* Understanding its historical development is key to grasping its
modern applications.

* This presentation provides an overview of the evolution of finance
and the key scholars who have shaped the field.
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Early Stage (Before the 19th Century)

* During this period, finance was primarily
based on simple concepts related to
lending and borrowing and calculating
simple and compound interest.

* Money was used as a medium of
exchange and a store of value.

* Financial practices focused on trade,
commercial finance, and banking.



19th Century: Beginning of Classical Finance

In the 19th century, financial theory began
to crystallize within the framework of
classical economic theories.
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Key contributions include the development
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of the time value of money, financial
analysis, risk management, and company
valuation.

Key Scholar: David Ricardo

Discussed topics related to financial markets,
interest rates, and their impact on the
macroeconomy.
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1950s and 1960s: Quantitative Finance and Asset Pricing Models

This period marked a significant shift with the
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such as asset pricing and risk models. ¥ HE

Key Scholars:

Harry Markowitz: Founder of the Modern
Portfolio Theory (MPT) in 1952. _
-William Sharpe: Developed the Capital Asset |jjji|"illi.il {0 |
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1970s and 1980s: Expansion of Behavioral Finance

* During this period, critics began to
challenge the idea that financial markets
are always efficient and perfect.

* Key Scholars:

* Eugene Fama: Developed the Efficient
Market Hypothesis (EMH).

 Daniel Kahneman and Amos Tversky:
Conducted studies in behavioral
psychology, leading to the establishment
of Behavioral Finance.
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First Half of the 20th Century: Modern Finance

* The theoretical foundations of finance
began to take more shape in the first half
of the 20th century, especially within the
Keynesian school.

* Key Scholar: John Maynard Keynes

* - Focused on the role of financial markets
in determining overall economic activity
and developed ideas about investment,
liquidity, and the role of central banks.
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Digital Finance and Artificial Intelligence
* In modern times, finance has evolved DR A
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significantly with the advent of financial
technology (FinTech) and the use of big
data and Al to analyze financial markets.

e Key Scholar: Robert Shiller

e - Known for his work on asset bubbles and
rational expectations.
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Forms of Business Ownership

Owned by one person

Owner is often
manager/operator

Owner receives any profits,
suffers any losses, and is
personally liable for all debts

Owned by two or more
persons

Often retail and service-
type businesses

Generally unlimited
personal liability
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Owned by shareholders

Separate legal entity
organized under state
corporation law

Limited liability
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QUESTIONS ASKED BY INTERNAL USERS

f(' y What is the cost of manufacturing

each unit of product?

Is cash sufficient to pay bills?

@
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Which product line is the most

Can we afford to give employees pay raises profitable?

this year?
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QUESTIONS ASKED BY EXTERNAL USERS
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. _ How does the company compare in size
Is the company earning satisfactory and profitability with its competitors?

income?

What do we
do if they

gt
i - 7\ \\

catch us?
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Will the company be able to pay its debts as they come due?
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Language Of
Lectures And Exams.
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Thank You
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