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Course Introduction 
 
This is an introductory course in finance at the graduate level. The course is designed for 
students who have not taken any finance course before. The objective of the course is for 
students to acquire fundamental concepts and analytical tools used in finance. The subject of 
finance broadly consists of two major areas: asset pricing and corporate finance. The former is 
concerned with pricing of financial assets and investment strategy in these assets while the later 
focuses on valuation and financing of investment projects, payout policy, and various other 
aspects of corporate financial decisions. In this course, we will start with learning how to price 
financial assets and discuss how we should correctly ‘discount’ future cash flow streams. Then 
we will study the concept of ‘risk’ in finance and derive an implied relationship between risk 
and return. In the later part of the course, we will shift our focus to corporate finance and 
discuss the theory of capital structure and payout policy.  
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1. Course Description 

 

This is an introductory course in finance at the graduate level. The course is designed for students 

who have not taken any finance course before. The objective of the course is for students to acquire 

fundamental concepts and analytical tools used in finance. The subject of finance broadly consists of 

two major areas: asset pricing and corporate finance. The former is concerned with pricing of 

financial assets and investment strategy in these assets while the later focuses on valuation and 

financing of investment projects, payout policy, and various other aspects of corporate financial 

decisions. In this course, we will start with learning how to price financial assets and discuss how we 

should correctly ‘discount’ future cash flow streams. Then we will study the concept of ‘risk’ in 

finance and derive an implied relationship between risk and return. In the later part of the course, we 

will shift our focus to corporate finance and discuss the theory of capital structure and payout policy. 

 
2. Administrative Details 

 

 Instructor: Atsushi Chino 

 Office: [ ] 

 Phone number: [ ] 

 Email address: [ ] 

 Office hours: [ ] 

 
3. Basic Materials 
 

 Required textbook: 

Principles of Corporate Finance, 10th Edition, by Brealey, Myers, and Allen, 2010. McGraw Hill.   
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The course will cover selected topics of the required textbook and the material will be presented in the 

two weekly lectures. In addition, I will assign about 5 problem sets which will closely follow the lecture 

material. I encourage you to work in groups to solve for problem sets. However, you should turn in your 

individual write-up. Late assignments will not be accepted. 

 
4. Grading 
 

Grades will be based on the midterm exam, the final exam, and problem sets. The final exam will be 

cumulative. Problem sets will count for 20% of your final grade and exams will count for the remaining 

80% (the midterm 30% and the final exam 50%). The midterm will be held in class on [ ]. The final is 

scheduled on the final examination week. There will be no make-up exam. 

 

5. Tentative Course Outline 
 

1.  Present value calculation 

 Present value and future value 

 Net present value and rate of return 

 Present value under finite periods 

 Present value under infinite periods 

 

2.  Bond pricing 

 Bond pricing under a constant interest rate 

 Yield to maturity 

 Risk of bond: Duration analysis 

 Term structure of interest rates 

 Bond pricing under non-constant interest rates 

 

3.  Equity pricing 

 Common stock and dividend 

 Discount rate (or, cost of equity and expected rate of return) 

 Stock price determination 

 Estimating discount rate (1) 

 

4.  Portfolio 

 Risk and return of portfolio 

 Diversification of risk of individual securities 
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 Portfolio frontier 

 Market portfolio and market risk 

 Estimating discount rate (1): Capital asset pricing model 

 

5.  Capital budgeting 

 Cost of debt and cost of equity 

 Weighted average cost of capital (WACC) 

 Company and project-specific costs of capital 

 

6.  Capital structure 

 Debt or equity?: MM irrelevance propositions 

 Modified MM propositions under corporate and personal taxes 

 Modified MM propositions under financial distress 

 Trade-off theory of capital structure 

 

7.  Payout policy 

 To pay dividend or not to pay? : MM irrelevance propositions 

 Dividend and stock repurchase 

 Why do firms pay dividend? 

 

This outline is tentative and subject to change as the course progresses.  

 


