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Introduction to Finance

BUSFIN 1030

CRN# T8745 | T4605 | T4558 | T1812| T5758*
Autumn 2000

Professor: Frederik P. Schlingemann
Web Site:

http://www.pitt.edu/~schlinge/fall99/schlin~1.htm

Office: Mervis Hall


Phone: (412) 648-1847

Fax: (412) 648 1693
Email:

schlinge@katz.business.pitt.edu

A.
Class Schedule (All classes are in David Lawrence 105)

Section 1 [T8745]:
TH
8:00 a.m. - 9:15 a.m.

Section 2 [T4605]:
TH
9:30 a.m. - 10:45 a.m.

Section 3 [T4558]:
TH
11:00 a.m. - 12:15 a.m.

Section 4 [T1812]: 
M
5:45 p.m. – 8:10 p.m.

Section 5* [T5758]: 
M
5:45 p.m. – 8:10 p.m.

* This section is taught by Fred Rossell. See website for details on office hours, class rooms, and instructor 

information for this section.
Office Hours (except for MW section - see website for MW office hours)
Monday: 2:00-3:00 p.m.

Thursday: 2:00-4:00 p.m.

Or by appointment

Communication through email is encouraged!

Recitation: Rebecca Feldman

Monday: (David Lawrence 205)


8:20pm to 9:30pm


Friday: (David Lawrence Room 205)

8:00am to 8:50am


9:00am to 9:50am


10:00am to 10:50am


11:00am to 11:50am


12:00pm to 12:50pm


1:00pm to 1:50pm


3:00pm to 3:50pm


4:00pm to 4:50pm


Recitation sessions will start on Friday, September 11, 2000 for the Evening Class and on Friday, September 8, 2000 for the Day Classes, and will be held weekly according to the above schedule. There will be no recitation on Friday, November 24 (Thanksgiving). The last recitation session will be held on Friday, December 8. The schedule is subject to change. Any changes will be announced in class and published on the class website.


Attending recitation is optional, but highly recommended. Given the limited time during class and office hours to practice the material, recitation serves as a crucial way to prepare for your exams and practice the course material.  Recitation is not a substitute for the regular lectures. It is an excellent opportunity to practice extra problems and ask questions.

B.
Course Description and Objectives

Welcome to the Introduction to Finance course. The main objective of this course is to gain understanding of the theory and practice of financial decision making.  This course develops the tools and framework necessary to address the question, what investment project should be undertaken to maximize shareholder wealth?  To examine this question, we will learn how to value an uncertain stream of cash flows and apply the concept of the time value of money.  This includes developing an understanding of the basic investment criteria used by many corporations and the trade-off between risk and return. In addition, we will examine how these tools can be used in our personal finances and investment decisions. The concept of valuation will be the key ingredient of the course. 


The course will be presented as a three-step rocket. First, we learn about identifying relevant cash flows from the corporation's financial statements. Second, we learn how to value these cash flows using the concept of the time value of money. Finally, using modern portfolio theory, we arrive at determining the relevant discount rate for the firm. Using and combining these three factors, we will be able to evaluate many investment decisions a typical firm would face. 

After taking this course you should understand the main financial decisions facing the firm, how these decisions are related, and the tools that finance offers in order to help make these decisions.  

This course covers a lot of material and is very challenging.  Students usually rate this as one of the more difficult classed in the business curriculum. Any student taking the class should have satisfied the necessary prerequisites (see part D). However, the work and lectures are designed to help you succeed.  If you keep up on the reading assignments and spend time working on the problem sets and extra assigned problems and examples, you will be rewarded with a fair grade and, more importantly, a valuable set of skills for your future career. 

C.
Teaching Philosophy

My goal is to see you learn. Grades are like a carrot, intended to encourage learning. Grades will vary from A to a failing grade (F), with the majority of students scoring in the C+ - B+ range. I will not hesitate to give you a low - or even failing - grade in case performance indicates to me that you have not learned the material. However, my goal is for you to do well and I will generally use a straight scale, so that lots of people can get high grades if the class as a whole is highly motivated. Thus, I will do my best to help you understand the material and to do well on the exams, but won't - as a courtesy to students who are interested in the field - tolerate immature and unmotivated behavior.

I realize that you have a busy schedule and often face difficulty in getting in enough time to study. This makes it all the more important to get involved while you are here. We are going to have fun but expect to work hard and face many new concepts. This course covers a lot of material and has a lot of assigned work, so if you don't keep up, you may be overwhelmed at exam time. 

I expect you to work hard because the material will help you do better in your career. Your dedication and hard work will pay off with entry in a good graduate school or a solid job in finance, consulting or accounting with impressive starting salaries. Learning is for keeps. Salary potential is unlimited with a finance degree. The ideas in this course are some of the most important in business and require that you really work hard to understand the material. There are some courses where common sense and a few midnight cram sessions will get you a decent grade. This is not such a course! 

If you are not in a position where you can put in a lot of time learning the material, please drop now because you are likely to get a poor grade. If, on the other hand, you are ready for the ride, buckle up, have fun, and prepare yourself for a rewarding and challenging course.

D. 
Course Materials and Prerequisites

1 Required Text: Ross, Westerfield and Jordan (RWJ), Fundamentals of Corporate Finance, 5th (alternate) edition, Irwin McGraw-HillPublishers. 

2. A financial calculator - or a calculator that at least can handle exponents - is required.

3. Class notes should be downloaded from the BUSFIN 1030 Web Site: http://www.pitt.edu/~schlinge/fall99/schlin~1.htm
4. Suggested Readings: Wall Street Journal, Business Week, Fortune, and Forbes
5. Occasional handouts in Class

6. Students should at least check the course web site twice a week for new material to be downloaded. It is the student's responsibility to know the announcements and to download practice material from the site. All material will be posted at least one full week ahead of time.


Please note that students taking BUSFIN 1030 should have successfully passed Financial Accounting, Statistics, and Business Economics. In addition, it is highly recommended that students possess a good working knowledge of college algebra and some calculus. Do not underestimate the importance of these prerequisites.
E.
Holidays
There will be no classes offered during the following Holidays in the Fall 2000 term:

Labor Day


Monday, September 4

Thanksgiving Recess

Wednesday, November 22 - Sunday, November 26

Winter Recess


Sunday, December 17 (until next semester)

Note that classes are scheduled on Monday, November 21 and Tuesday, November 22 before Thanksgiving. Take this into account in your travel plans. Class will not be cancelled. Furthermore, the assignment and exam schedule will take into account as much as possible other

Holiday such as Rosh Hashanah andYom Kippur.

F.
Examination and Grading
Exams

There will be three exams – two 'midterm' exams and a cumulative final exam.  I will provide a formula sheet for each exam but it will not have definitions or instructions how to use the formula. Exam grades will be based on both the approach taken and the correctness of the response.  Calculators will be permitted.  The first 'midterm' will count for 20 percent of your course grade, the second 'midterm' exam for 25 percent and the final will count for 35 percent.  


There will be no make-up exams and you must take the exam during your registered section.  Exams are scheduled well in advance so that you can plan around these dates.  Do not ask to be excused from exams for matters of personal convenience.  An unexcused absence without supporting documentation (e.g., doctor’s note or police report) will result in a grade of zero.  For an excused absence of one midterm, your grade will be computed as follows: the missed percentage will be equally allocated over the other two exams.  

The final exams are scheduled for the week of December 11-16 for the Day Classes and during the last day of class for the Evening Class (December 11).  Details about the exact time and location will be posted later.

Problem Sets 

There will be three problem sets this quarter and they can be accessed from the BUSFIN 1030 Web Site.  These problem sets are designed to help you meet the objectives of this course.  The problem sets will contain short answer questions and problems.  The problem sets are worth 20 percent of your grade.  Your lowest problem set score will be dropped (You may choose to have all three graded or you can only hand in two problem sets). The problem sets are due at the due date in the schedule.  Late problem sets will not be accepted under any circumstances! 

Group work is encouraged on homework assignments!  The process of combining individual thinking and group talents will improve your understanding and solutions to the concepts of financial management.  At the most, five people can collaborate on any given problem set.  You only need to hand in one copy of the problem set for each group and you may work with any other four people, including individuals from the other section.  Problem sets will need to be typed up, no handwritten copies are accepted. Answers should be concise and to the point. Each member of the group should participate in and understand each answer.  If you break up the assignment, you will not understand all of the problems and it will show up clearly at exam time.  

For studying purposes, it would be a good idea to photocopy your answers.  Problem sets will be returned, but because of the large size of the class, there will not be detailed comments and the turnaround time will be at least one week.  However, detailed answers will be available on the web site, usually one day after the problem set is due. 

Extra practice problems and examples

On the course web site, there will be a number of links with extra problems, examples, and supplemental explanations of course material covered in the classroom. Students are highly encouraged to work on these problems as much as possible. They will not be graded however, and usually answers are available through the same web site. Because of limited class time, there will not be a whole lot of time to do examples in the classroom, yet, in order to understand finance, and to do well on the exams, practicing and working on the examples is a must.

Overall Grading


I will curve the course grades based on relative performance if the class average is below 70% (this is not likely). Otherwise a straight scale will be used with the +/( system. You will be treated fairly in all matters pertaining to your grade.

As noted earlier, the makeup of your grades is as follows:

Assignment
Percent

Problem Sets (best 2 out of 3)
20

Midterm I
20

Midterm II
25

Final Exam
35

Total Grade
100

G.
Other Course Policies
Lectures

Lectures will stress the most important issues addressed in the text and course material.  You are responsible for all material covered in class, assigned readings, suggested problems and study questions, and problem sets.  Lectures may - and usually - go beyond the scope of the textbook for certain topics.  Therefore, it is important for you to attend class.  You are responsible for all announcements made in class and announcements put on the web site at least one week before the relevant date.  Class lectures will sometimes involve working through problems.  Thus, you should bring a calculator to class so that you may work problems and participate in class.  Lecture outlines for each class are available on the web site.

Other Issues


Communication in a class this size can be difficult and I want to make it as efficient as possible. It is easy and effective to email me your questions and I will reply as soon as I can, usually within 24 hours.  I am available during office hours and will gladly schedule an appointment with you if the alternatives listed above do not meet your needs.  In addition, prior to exams I will have expanded office hours to assist with those last minute questions and under normal circumstances I will offer extra review sessions prior to exams if demand for this exists.
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