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Financial Statement Analysis
I. General Information

	Course Number
	GBA

	Title
	Financial Statement Analysis

	Units
	4.0

	Prerequisites
	MBA Essential skills classes

	Faculty 
	Accounting & Finance

	Office Hours
	As decided by faculty

	Semester
	Prepared in January 2010


II. Catalog Description

This course trains students to analyze financial statements and value companies. Topics will include ratio analysis, growth, forecasting and valuation models. The course will provide students the ability to apply their core knowledge in accounting and finance. 

III.  Course Objectives 

It is not enough to learn how to prepare financial statements and report on corporate performance to the investors as taught in the MBA core classes. Students should also be able to analyze the financial statements and use that information to value companies, forecast earnings and cash flows, identify red flags that can indicate potential fraudulent activities, and evaluate investments. This course will provide the students with the skills to write an investment analysis report to help in careers in public accounting, consulting, investment banking especially equity research, financial advising and personal investing. 
Skill and content specific goals of this course are:

a) Critical Thinking: Students will be able to analyze companies and decide valuation and investment issues. To make decisions, students will also have to apply accounting and finance knowledge gained in core courses.

b) Interpersonal, Leadership and Team skills: Students will be able to develop these skills as result of group assignments or projects.

c) Ethics: Students will have an insight into ethical issues especially fraud while analyzing companies 

d) Quantitative and Technical Skills: Students will be able to perform relevant quantitative analysis to help in the decision making process.   

By the end of the course, students will be able to answer the questions on the following topics:

Cash vs. accruals
Ratio analysis – liquidity, profitability, solvency and valuation ratios 

Common size statements, DuPont analysis

Inventories, accounts receivable, deferred taxes, on and off-balance sheet debt and long term assets valuation and its impact on ratios, managing cash flows

Earnings management & earnings quality

Accounting value versus economic value

Forecasting and valuation

Analysis of price-to-earnings and price-to-book ratios
The analysis of equity risk and the cost of capital

The assessment of credit risk
IV. 
Textbook and Readings
Customized readings & cases

· Course material from Financial Statement Analysis & Security Valuation by Stephen H. Penman, McGraw Hill, 4th edition

· Understanding Financial Statements, Ninth Edition by Lyn M. Fraser; Aileen Ormiston, Prentice Hall, 2010
· Customized case book 

· Additional readings on class website
V.   Outline of subject matter

	Week
	Concepts
	Additional Readings
	Major Tasks Due/discussion

	1
	Review of financial statements
	Fraser/Ormiston, Chap2 Penman
	

	2
	Cash vs. accruals
	Chap 4 Penman 
	Case/assignment (graded)

	3
	Ratios 
	Chap 6 Fraser/Ormiston
	Case

	4
	Ratios
	Chap 11 Penman
	Case (graded)

	5
	Inventories, Long term assets (depreciation), deferred taxes, debt
	Additional readings from CFA, 
	Case 

	6

	Earnings management & earnings quality
	Chap5 Fraser/Ormiston
	Case (graded)

	7
	Cash flow management
	Chap4 Fraser/Ormiston, Chap 10 Penman
	Turn in  take home mid- term exam

	8
	Valuation of operations and the analysis of price-to-book values
	Chap 13 Penman
	Case

	9
	Simple forecasting and simple valuation
	Chap 14 Penman
	Case (graded)

	10
	Full-information forecasting, valuation, and business strategy analysis
	Chap 15 Penman
	Case

	11
	Analysis of P/E ratios
	Chap 13 Penman
	Case (graded)

	12
	Creating accounting value and economic value
	Chap 16 Penman
	Case

	13
	The analysis of equity risk and the cost of capital
	Chap 18 Penman
	Case

	14
	The analysis of credit risk
	Chap 19 Penman
	Case (graded)

	Final
	Final exam
	Comprehensive, including both accounting & valuation
	


VI.  Assessment/Grading

The class grades will be assigned as follows:

Cases


50%

Mid-term exam

25%

Final Exam

25%

Assessment of cases is based on your written answers to the specific questions that I designate in advance of the case assignment as well as your participation in class discussions. Some of the cases will be individually done while others will be in teams of two. Cases to be done in teams will be announced in class.
VII.   General class policies

No makeup exams will be given unless by prior approval of the instructor. No late work will be accepted unless by prior approval of the instructor. Please prepare the case before coming to class as most of the class will be based on the discussion of the cases.
VIII. 
Instructional Policy Requirements
The students are expected to comply with the universally accepted norms of considerate and courteous behavior, and with all University rules and policies found in the current University Catalog, including the Withdrawal Policy and Policy on Cheating and Plagiarism,  It will be assumed that the students will adhere to the tenets of academic integrity as articulated in Dean’s Letter on Academic Integrity throughout this course.  Instructors may specify their own policies with regard to plagiarism, withdrawal, absences, etc. as long as these policies are consistent with the above mentioned University polices. 
It is expected that all students to attend classes regularly and to be responsible from all materials covered in class, regardless of their attendance. Make-up exams are strongly discouraged and will only be given with documented proof of an excused absence. Acceptability of the excuse will be determined based on the appropriateness of the documents. It is important that the student provides all documentation without special prompting from the instructor. The student should give earliest possible notification of an anticipated excused absence. The students refer to the specific university policy on these issues. 

Occasionally adjustments in the course assignments become necessary. The students should be notified about changes, if any, and, whenever possible, they should be consulted in advance about any changes. 

Students with Disabilities: It is the responsibility of students with disabilities to inform me within the first two weeks of the semester of the need for reasonable accommodations of their disabilities. Students are advised to seek assistance from Disabled Student Services (DSS) on campus. As soon as the need for accommodation is determined by DSS and the need is communicated to me by DSS, reasonable accommodation will be made. 
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