
University of Illinois at Chicago 
Finance 301, Introduction to Managerial Finance 

Spring 2017 
CRN: 36003 

 
- GENERAL INFORMATION - 

 
Instructor: Dr. Özgür Arslan-Ayaydin  
 
Time & Place of the Course: 01:00 – 01:50 Mondays – Wednesdays - Fridays  
 
Location: 2LCD D002 
 
Office Hours: Please e-mail me at orslan@uic.edu to set up an office-hour. My office is at UH # 
2429.  
 
TA: To be announced 
 
In-Class Examinations: There will be two quizzes and two in-class examinations. No make-up 
will be offered neither for the quizzes nor the examinations unless there are compelling medical 
reasons which are supported by an official certificate of a doctor. 
 
Exam Format: Exams will consist of a combination of true/false questions, multiple-choice 
questions, short and/or long essay questions and mainly problems requiring calculations. There 
will be a final group assignment in place of a final examination. It will not be cumulative but will 
build on the material covered throughout the course. All exams and quizzes are closed-books 
and closed-notes.  
 
Class Participation: You are expected to enrich class discussion by your participation and you 
are expected to attend all the lectures. You need to keep up with readings and any changes to 
them. During the term, those changes will be announced in the class and you will be held 
responsible for being abreast of such changes.  
 
Assignments: Assignments are to be submitted on due dates. Late submission will be 
penalized. 
 
Honor Code: This course is being administered under the policies of the University of Illinois at 
Chicago College of Business Administration Honor Code. All students are expected to respect 
and uphold this code. For the exams, no consultation of any form is allowed except that you are 
allowed to ask me questions for clarification.  
 

Class Policies 
 

1- E-mail: The Communication between the Instructor and the class will take place via e-mail 
and therefore please check your e-mail daily. Please do not use e-mail as a substitute for 
seeing me during my office hours. Please remember that assistance by e-mail from my home is 
a courtesy, not a right.  
 
2- Please be on time to lectures given that this is the kind of course where missing the first few 
minutes make it difficult to follow the rest of the lecture.  
 

mailto:orslan@uic.edu


3- Make sure you are on time for exams. Extra time will not be granted for tardiness. The exams 
will take the entire period. 
 
4- You are responsible for securing any handouts, class-notes, etc. in the event of absence. It is 
strongly suggested that you get the telephone numbers/ e-mail addresses of several class 
members in the event of absence. Please do not ask the instructor for copies of class 
notes. 
 
5- Incompletes are granted only in the most extenuating circumstances and therefore please 
pay attention to the University drop dates. An incomplete grade does not erase work already 
completed; it allows you extra time to complete the course when extenuating circumstances 
prevent you from doing so with the rest of the class. Once granted an incomplete, the course 
must be completed with the Instructor, not with another instructor teaching a similar class. 
 
6- Please make sure ringers/alarms of your cell phones/pagers, etc. are turned off while you are 
in class. 
 
7- Deadline for objecting your final grade for this class is May 15, 2017 Monday. 
 
 

 News Analysis & Presentation 15 % 

 Quiz1 12.5 % 

Weighting Quiz 2 12.5 % 

 Examination 1 20 % 

 Examination 2 20 % 

 Final Group Assignment 20 % 
 

 
 
 
 

 
 

  A 90% - 100% 

 B 80% - 89% 

Grading C 70% - 79% 

 D 60% - 69% 

 F 0% - 59% 
 

 
 
 

Required Text 
Raymond M. Brooks 

“Financial Management: Core Concepts” 
Prentice Hall 

ISBN-10: 0321155173 
ISBN-13: 978-0321155177 

 
 

Recommended: 
1) The Wall Street Journal 

2) Financial Times 

 

 
 
 



Schedule of the Classes 

Date Topics 

January 9 Introduction to Managerial Finance 

January 11 Ch. 1- Financial Management at a Glance  

January 13 Ch. 1- The Financial Management Setting 

January 16 Martin Luther King, Jr., Day – No Class 

January 18 Ch. 2 - Financial Statements 

January 20 
Ch. 2 - Cash Flow Identity 

           Financial Performance Reporting 

January 23 Financial Statement Analysis 

January 25 Financial Statement Analysis (cont’d) 

January 27 Ch. 3- Time Value of Money (Part 1) 

January 30 Ch. 3- (cont’d) 

February 1 Ch. 4- Time Value of Money (Part 2)  

February 3 Ch. 4- (cont’d) 

February 6 1st QUIZ (Chapters 1, 2 and 3) 

February 8 Ch. 4- (cont’d) 

February 10 Ch. 5- Interest Rates  

February 13 
Ch. 5- Nominal and Real Interest Rates 

           Risk Free Rate and Premiums 

February 15 Ch. 6- Bonds and Bond Valuation 

February 17 Ch. 6- Yields and Coupon Rates  

February 20 
Floating-Rate Bonds 

(Not in the textbook, please make sure you take notes) 

February 22 Ch. 7- Stocks and Stock Valuation  

February 24 1st EXAM (Chapters 1, 2, 3, 4, 5 and 6)  

February 27 Ch. 7- (cont’d) 

March 1 
Ch.7-   Preferred Stocks 

             Efficient Markets 

March 3 Ch. 8 - Diversification  

March 6 Ch. 8 - (cont’d) 

March 8 Ch. 9 - Capital Budgeting Decision Models 



March 10 Ch. 9- (cont’d) 

March 13 Ch. 9- (cont’d) 

March 15 Ch. 10- Cash Flow Estimation 

March 17 2nd QUIZ  (Chapters 7, 8 and 9) 

March 20 SPRING BREAK 

March 22 SPRING BREAK 

March 24 SPRING BREAK 

March 27 
Ch. 10- Capital Spending and Depreciation 

             Cash Flow and the Disposal of Capital Equipment 

March 29 Ch. 10- Projected Cash Flow for a New Product  

March 31 Ch. 11- Cost of Capital 

April 3 Ch. 11- Components of the Weighted Average Cost of Capital 

April 5 
Ch. 11 - Using the Weighted Average Cost of Capital in a 

Budgeting Decision 

April 7 Capital Asset Pricing Model (CAPM) 

April 10 Capital Asset Pricing Model (CAPM) cont’d 

April 12 Ch. 12 - Forecasting and Short-Term Financial Planning 

April 14 
Ch. 12 - The Cash Forecast: Short Term Deficits and Short 

Term Surpluses 

April 17 Ch. 13 - Working Capital Management  

April 19 Ch. 13 - cont’d 

April 21 2nd EXAM (Chapters 10, 11, CAPM, 12 and 13) 

April 24 Group Presentations 

April 26 Group Presentations 

April 28 Group Presentations 

*The schedule may be subject to change during the term. 
 
 
 
 
 
 
 
 
 
 
 



Assignments 
 
Assignments are an integral part of this course and your grades. They are designed to amplify 
classroom work and to help you more fully understand the concepts in each chapter. 
Assignments are of two types. First, there is a team news analysis and classroom presentation, 
with written summary. Finally there is a final assignment, which will be completed as a team 
project with basing on work in the latter part of the term. Therefore all the assignments require 
teamwork and the same team will work on the both assignments. You are required to select 
your team members and inform me no later than January 23 2016, Monday. Teams may have 
4 (four) to a maximum of 6 (six) members. As soon as I learn the team makeup and number of 
teams, I will randomly select the order in which the teams will present their news analysis. 
 
News Analysis & Presentation: The news analysis exercise should be considered as a mini-
lecture for the class. You are going to be the expert on this topic. This assignment is intended to 
focus your attention on the financial press as it relates to this course. Each team is required to 
select an article that appeared in either FINANCIAL TIMES or WALL STREET JOURNAL no 
more than 15 days prior to the due date of assignment. This article will be one that illustrates or 
amplifies concepts we have discussed in class or raises questions about how these concepts 
apply in practice. A good analysis will summarize the story and show how the reported 
phenomenon conforms to the theory or diverges from what the theory predicts. You are 
encouraged to introduce material from other sources where you feel this will help the class to 
put the story into proper context. Your presentation to the class should be no more than 15 
minutes, followed by a question and answer session. In addition to the oral presentation, you 
are required to submit your work in writing, accompanied by the copy of the story. The 
assignment must be typed and accompanied by a signature page with the names and 
signatures of each member of the group. A group member without a signature will not earn any 
grade from that assignment.  
 

Your assignment must contain the following; 
1) A copy of the article 
2) Your analysis 
3) References 
4) Signatures of all the group members. 

 
You will be graded on the quality of your presentation and the thoroughness of the analysis. 
Each team member must participate fully in this project although not all members of the team 
have to present. Exactly how the presentation will be made is a decision for the group. Please 
see the Appendix for a Sample article and descriptions on how you should organize your 
analysis.  
(The Appendix is prepared through Boakes, K. (2008) “Reading and Understanding the 
Financial Times” Prentice Hall.) 
 
Final Assignment: This assignment is worth 20% of your grade. It must be submitted, in hard 
copy, on the last day of the classes, which is April 28 2016, Friday. It is a group assignment 
based on the group you currently have for the news analysis & presentation assignment. The 
assignment must be typed and accompanied by a signature page with the names and 
signatures of each member of the group and the References. If a group member does not sign 
the assignment their grade for the assignment will be zero. No late submissions will be 
accepted.  The details of the assignment will be announced later during the semester. 
 



APPENDIX 
 

SAMPLE ARTICLE (Financial Times, 8 June 2007)  
 

Bond Yields Spark Credit Concerns 

Michael Mackenzie, Richard Beales and Joanna Chung. 

 
The benign credit conditions that have helped fuel 
the global buyout boom came under threat 
yesterday as the yield on 10-year US government 
bonds registered its biggest daily jump in years. 

Some analysts suggested the dramatic rise in 
yields could herald a sustained period of higher 
interest rates, increasing the cost of borrowing for 
companies, deflating borrower-friendly credit 
markets and eventually crimping the outlook for 
equity markets. 

The S&P 500 index fell 1 per cent by midday in 
New York while the German Dax dropped 1.4 per 
cent. 

‘Stocks need to reflect what bond yields are 
saying’, said Michael Kastner, portfolio manager at 
Sterling Samos. ‘Rate cuts have been taken away 
and, if yields start to reflect that rate hikes are 
likely this year, then it will get pretty ugly for 
stocks.’ 

The yield on the 10-year US government note hit 
5.14 per cent in New York trading, marking the 
biggest one-day advance in several years, before 
settling back to 5.10 per cent. That brought 10-
year yields above those on shorter-term 
Treasuries, restoring a more normal-that is 
’steeper’-yield curve. 

For much of the past year and a half, longer-dated 
notes have offered lower yields than shorter-
duration bills, creating a conundrum, as Alan 
Greenspan, the chairman of the Federal Reserve, 
put it in 2005. 

But yields on US, European and Japanese 
government bonds have been climbing for a 
month fuelled by strong economic data and, in 
places, fear of inflation.  

Government bond yields soared yesterday in the 
Eurozone and the UK, pushing the 10-year Bund 
yield to a 4.5 year high and the 10-year gilt yield to 
its highest for 9 years. 

The moves come a day after the European Central 
Bank (ECB) raised its main interest rate to 4%. 
Many investors fear the ECB will continue raising 
rates this year to counter inflationary pressures. 

The Bank of England yesterday kept its main 
interest rate on hold at 5.5%, amid investor 
worries that rates could rise next month or in 
August. Predictions of a Fed rate cut have largely 
been abandoned. 

The sharp rise in the US 10-year bond yield was 
particularly disturbing to technical analysts who 
monitor the pattern of Treasury interest rates, 
which have been broadly on the decline since the 
late 1980s. Over this period, each peak in rates 
have been progressively lower. Yesterday’s 
advance created a higher peak, breaking the trend 
and potentially signaling a longer-term advance in 
rates. 

“A lot of people are scared of that 20-year trend 
line and rightfully so”, said General Lucas, senior 
investment advisor at Deutsche Bank. “A close 
above that level at the end of this week would 
likely target a further rise to 5.25%.” 

The 10-year Treasury is widely used to hedge risk 
associated with fixed income securities. 
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How should you organize your Analysis? 
 
The article suggests that a sharp rise in US government bond yields could signal the end 

of a period when low interest rates have acted as a catalyst for booming stock markets world-
wide. The first signs of this unease were clear from the sharp fall in both the US S&P index and 
the German Dax index. So what caused the rise in bond yields? 

Firstly, one major factor was stronger economic data. This rebound in economic activity 
raised fears of a return to inflationary pressures in both the US and Europe. Bond markets always 
take fright when faced by this combination of higher economic activity and rising consumer prices. 
There were rises in yields right across the maturity spectrum. In the shorter-dated bonds there 
were rises in yields reflecting the increase in short-term interest rates in the US, the Eurozone 
and the UK. Remember, the short-term bonds must compete with the money markets for the 
funds of investors. So, if short-term interest rates increase so must the returns on shorter-dated 
bonds, otherwise investors will not buy them. 

As for longer-term bonds, yields also rose to protect investors against any threat of rising 
inflation. Do not forget that most bonds are fixed rate investments. So, if inflation rises it is only 
natural that investors will demand higher yields to maintain their real level of return.  

Take a simple example…A US 10-year government bond: It has a nominal yield of 6.5% 
with inflation at 2.5% then its real return is 4%. If inflation rises to 3.5%! Then the nominal yield 
must rise to 7.5% to maintain the same real return. Let’s see specifically, a US 10-year 
government bond: It has a nominal yield of 7.5%, with inflation at 3.5%, and then its real return is 
4%. 

One consequence of these movements in the US bond market was that the yield curve 
returned to normal shape with long term bond yields once again above those of shorter-term 
Treasuries. This upward move in bond yields was matched in the Eurozone and UK bond 
markets as investors reacted to increased interest rates from the ECB and the fear of another 
increase from the Bank of England soon. In addition, there was a clear realization that there was 
no prospect of the Fed cutting interest rates in the near future.  

(During your presentation it is also useful and tell us the current levels of S&P 500 index 
and Dax index, and the current yields on 10-year US and German government bonds.) 

 

KEY TERMS 
(It is advised to indicate the Key Terms at the beginning of your presentation.) 

 
Benign credit conditions: This simply refers to the cost of borrowing money. It might be a 
government borrowing (in the government bond market), a company borrowing (in the corporate 
bond market) or a consumer (with a credit card.) We have “benign credit conditions” when the 
cost of borrowing is considered to be low by historical standards. So low bond yields are seen as 
supporting the stock market. How does work? If bond yields are low, then investors will look to 
buy shares instead in the search for a better return. Secondly, a low cost borrowing will 
encourage a stronger level of economic activity which will fuel demand for goods and services 
which leads to higher corporate profits. This ultimately feeds through into higher dividend 
payments which are the key to higher share prices. Finally, a low cost of borrowing will make it 
cheaper for companies to borrow money which will make investments more profitable. 
 
German Dax Index: The Dax index is the most important German stock market index. It is 
considered to be the standard benchmark for shares quoted on the Frankfurt Stock Exchange. It 
started in 1984 with an initial value of 1000. 

  
10 year bunds: Bunds are simply German government bonds. These are used to fund the 
difference between federal government spending and revenue. As normal, the benchmark long-
term government bond is the 10-year maturity. 
 
European Central Bank (ECB) and key interest rate: The ECB is the eurozone’s most important 
financial institution. It is in control of a single monetary policy for all the countries that have 
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adopted the euro. The main policy objective of the ECB is to maintain price stability in the 
medium term. This is defined as a 0-2 % target range for consumer price inflation.  
 
Yield curve: The yield curve is a graph that shows the relationship between interest rates or yields 
and the level of maturity. The yield curve always shows the interest rate or yield plotted vertically 
with the maturity plotted horizontally. 

 
Source: Boakes, K. (2008) “Reading and Understanding the Financial Times” Prentice 
Hall. 
 


