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Useful Information and Class rules



Evaluation Class Rules Contact & Communication Material & book reference



Evaluation: quiz and final exam



Grades 4 quizzes



100 points (25 points each)



In class At the beginning of sessions 5, 7, 9, 12 10 minutes Closed book



Final exam



1/3 of the final grade in total



200 points



Open book 2 hours



2/3 of the final grade in total



Total Class Grade



300 points



Homework
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Useful Information and Class rules



Evaluation Class Rules Contact & Communication Material & book reference



Three Golden Rules



BE ON TIME : Arriving late three times counts as an unexcused absence



3 Delays (D) = 1 Absence (A)



Use of self phone = confiscation



The use of laptop computers is not allowed
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Useful Information and Class rules



Evaluation Class Rules Contact & Communication Material & book reference



Contact



[email protected]



Subject: HEC n° group / name / subject of email
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Useful Information and Class rules



Evaluation Class Rules Contact & Communication Material & book reference



Material & book reference



Material: Available on my webpage: www.fbenabdelkader.com Reference Books (with HEC Library call numbers) Finance by Bodie & Merton available in English & French (BOD-5), and Investments by Bodie, Kane & Marcus available in English (BOD-5-712).



Additional Reference Books Berk Jonathan et DeMarzo Peter (2011), Finance d’Entreprise, version française par G. Capelle Blanchard, N. Couderc, N. Nalpas, Pearson Education, 2ème Edition. Berk Jonathan et DeMarzo Peter (2011), Corporate Finance, Pearson Education, 2ème Edition. NB. Many tables, figures and examples in my slides come from Berk&DeMarzo book
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Tentative Definition



Finance studies the ways in which individuals, businesses and organizations raise, allocate and use scarce monetary resources over time, taking into account the uncertainty constrains and the risks entailed in their projects.



9/11/2012 8:08 PM



Fahmi Ben Abdelkader ©



Financial Economics – Introduction



8



Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Tentative Definition The financial system is the place where the supply and demand for money meet Now



Future



Actors having excess money to invest (Ex. Households)



Actors having excess money to invest (Ex. Households)



$



$



Actors needing money (Ex. Corporations)



Actors needing money (Ex. Corporations)



The purpose of the Financial System is to make sure that the money flows to those who value it the highest Those who can use money to “create value” Everything else we study in finance is just looking at this model in more detail 9/11/2012 8:08 PM
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Some Considerations on the Causes of the Financial Crisis Financial institutions seeking to increase profitability



Deterioration in mortgage lending standards



Resale with a capital gain in case of default



Boom of securitisation



…



Increase in payment defaults Increased Risk within the Financial Industry The reversal of US housing market



Emergence/revelation of risk about securitized products related to Subprime loans



Increasing defaults related to Subprime loans
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Preamble
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Some Considerations on the Causes of the Financial Crisis



Crisis of confidence The reversal of US housing market Liquidity Crisis: banks were no longer lending to each other



Banks in difficulty



Failure or bunkraptcy of many Financial Institutions (Ex. Lehman Brothers)



Increase in looses for Banks



Confidence fall amid Deepening bank Crisis Uncertainty context: anxiety of households and investors



Growing speculation and gambling in the financial sector
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Some Considerations on the Causes of the Financial Crisis



The Dow Jones lost almost 3 000 points in one year
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



From a Financial Crisis to an Economic Crisis Financial system



Stock Markets Collapse Banks in difficulty



Economic Sphere - corporations



Seeking funding Loss of assets



Decline in recruitment or hiring freeze



Corporations



Deteriorating economic outlook and investment opportunities



Panic in markets



Refusal of credit



Abandoning new investments



Depreciation of asset prices



Mass lay-offs / bankruptcies Economic Sphere - Households



Increasing Unemployment 9/11/2012 8:08 PM
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



From a US Financial Crisis to Global Economic Crisis



The increase of interdependencies in the global financial system firms cannot exist in isolation and they interact with other firms through supply-costumers relations, but also partnership, ownership and other interdependencies Systemic risk
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



What Was Wrong? … Some thoughts for your reflection…



Cheap money Disconnection between asset prices (houses, securitized products, etc.) and fundamentals (economic reality) : speculative bubbles



Deregulation Excessive risk, high leverage, moral hazard (Ex. Too Big To Fail companies), etc.



Massive under-estimation of mortgage risks by financial actors (traders, bankers, hedge funds managers, rating agencies, etc.)? Academics and professional analysts ignored elements such as : Investor emotions, Market sentiment, mimetic behaviour, « la sagesse des foules », etc. HUMAN BEHAVIOUR
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



What Was Wrong? … Some thoughts for your reflection… The role of regulators: the consequences of deregulation and cheap money
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



What Was Wrong? … Some thoughts for your reflection… The role of regulators: the consequences of deregulation and cheap money



In a competitive market, in which the primary incentive is to increase profitability, we must expect that financial institutions will always seek to test the boundaries of regulation and escape the perimeter or place some of their activities beyond it … 9/11/2012 8:08 PM
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Is Finance an Art or a Science? Finance as a field of study definitely has strong roots in other scientific fields such as statistics and mathematics Modern financial theories, such as the Black Scholes model or theoretical constructs such as the capital asset pricing model (CAPM) and the efficient market hypothesis (EMH) draw heavily on the laws of statistics and mathematics found in science



While these and other academic advancements have greatly improved the day-to-day operations of the financial markets, history is ripe with examples that seem to contradict the notion that finance is a science Stock Market Crashes, 2008 Financial Crisis, etc. Markets are not entirely efficient ; investor behavior is not completely rational …



The short answer to this question is "both"
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Preamble



What is Finance? The 2008 Financial crisis The financial industry called into question Is it still worthwhile to study Finance?



Is it still worthwhile to study Finance?
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DIG DEEPER



About the Financial Crisis



Some films
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Introduction



The Corporation The Financial Manager The Financial System The Financial instruments



Business = Enterprise = Firm



A business is a legal organization (human resources, capital, etc.)… …engaged in the trade of goods, services, or both to consumers in the market … …and administered to earn profit



A business owned by multiple individuals may be referred to as a company or corporation A corporation (or company) is a legally defined, artificial being (a judicial person or legal entity), separate from its owners. It has many of the legal powers that people have



Many types of legal organizations
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Introduction



The Corporation The Financial Manager The Financial System The Financial instruments



The Types of Firms Sole Proprietorship A business owned and run by one person + Straightforward to set up and many new businesses use this organizational form



- Principal limitation is that there is no separation between the firm and the owner



- The owner has unlimited personal liability for any of the firm’s debts



- It is difficult to transfer ownership of a sole proprietorship
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The Types of Firms Partnership A business owned and run by more than one owner All partners are liable for the firm’s debt A lender can require any partner to repay all the firm’s outstanding debts.



Limited Partnership A partnership with two kinds of owners General partners Have the same rights and privileges as partners in any general partnership Are personally liable for the firm’s debt obligations Limited partners Have limited liability and their ownership interest is transferable They have no management authority 9/11/2012 8:08 PM
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Introduction



The Corporation The Financial Manager The Financial System The Financial instruments



The Types of Firms Limited Liability Corporations The owners’ liability is limited to their investment in shares A corporation is a legally defined, a judicial person, separate from its owners A corporation is solely responsible for its own obligations Formation of a corporation : complex and more costly than setting up a sole proprietorship No limit on the number of owners and no limitation on who can own its shares The entire ownership stake of a corporation - the equity - is divided into shares



Private limited companies Versus Public limited companies The owners of public limited companies are allowed to trade their shares on a stock market, while private limited company owners were not Only public limited companies are allowed to be listed in a stock market
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The Separation between the Corporation and its Owners Corporation earnings are distinct from owners’ earnings Shareholders have invested in the company, putting their money at risk They are entitled to dividend payments in return for the risk incurred Invest money Cash for the Company



Investor - shareholder



Company



Return on Equity



… 9/11/2012 8:08 PM



Dividend payments made at the discretion of the company to its equity holders
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The Separation between the Corporation and its Owners Tax implications A corporation’s profits are subject to taxation separate from its owners’ tax obligations. Shareholders of a corporation pay taxes twice The corporation pays tax on its profits When the remaining profits are distributed to the shareholders, the shareholders pay their own personal income tax on this income Quick Check Question You are shareholder in L'Oreal. L'Oreal earns €6 per share before taxes. After it has paid taxes, it will distribute the rest of its earnings to shareholders as a dividend. The dividend is income to you, so you will pay taxes on these earnings. The corporate tax rate is 33.33% and your tax rate on dividend is 29%. How much of the earnings remains after all taxes are paid?
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The Bottom Line Characteristics of the Different Types of Firms



Sole Proprietorships



Unlimited liability Personal tax on profits



Partnerships



Ownership = Control



Limited liability Corporations



Double taxation Ownership ≠ Control
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The Financial Manager’s Place in the Corporation The financial manager has three main tasks: Making Investment Decisions Decide which investments or projects qualify as good uses of the shareholders’ money : Capital Budgeting



Making Financing Decisions Selling more shares (equity) Versus borrow the money instead (bonds and other debt)



Cash for Treasury and Risk Management Ensure that the firm has enough cash on hand to meet its obligations at each point in time Managing the firm’s exposure to movements in the financial markets
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The Financial Manager and the Goal of the Corporation The mission of the financial manager within the firm In Theory, the primary goal of financial management is to maximize the wealth of the shareholders The financial manager is a caretaker of the shareholders’ money Shareholder Value Versus Stakeholder Value To maximize shareholder value, the financial manager must consider the impact of her decision on all stakeholders of the firm The ultimate mission of the financial manager is to create value while preserving confidence between the firm and all its stakeholders
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Ethics and Incentives in Corporations A corporation is managed by a management team (managers), separate from its owners How can the owners of a corporation ensure that the management team will implement their goals?



Agency Problems (Agency theory) When managers put their own self-interest ahead of the interests of those shareholders



Governance systems When the share price deteriorates: The board of directors might react by replacing the CEO A corporate raider may initiate a hostile takeover
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What is the basic function of the financial system? Channeling funds from savers to borrowers + Help spread out risk-bearing



Financial Intermediaries



Funds



Indirect Finance



Direct Finance Lenders - Savers Households Business firms Government Foreigners
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Financial Markets The Stock Market (also stock exchanges or bourses) Organized markets in which the shares of many corporations are traded Exchanges



≠



Over-The-Counter Markets



Exchanges: in which buyers and sellers of securities (or their agents or brokers) meet in one central location to conduct trades OTC : A market without a physical location, in which dealers are connected by computers and telephones



Primary Markets



≠



Secondary Markets



Primary : a financial market in which new issues of a security are sold to initial buyers Secondary : a financial market (NYSE EURONEXT, NASDAQ, etc.) in which securities that have previously been issued (and are thus secondhand) can be resold
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Financial Markets Worldwide Stock Markets
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Financial Institutions Entities that provide financial services, such as taking deposits, managing investments, brokering financial transactions, or making loans Types of Financial Institutions



Source : Berk J. and DeMarzo P. (2012), Fundamentals of Corporate Finance. Pearson Education. (Table 1.2 p. 18) 9/11/2012 8:08 PM
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Other Actors in the Financial System



Governments Regulation Central Banks (Interest rates)



Rating Agencies Standard and Poor’s, Moody’s, Fitch,… Provide estimates of default risks of traded bonds S&P: AAA, AA, A, BBB, …, D Moody’s: Aaa, Aa1, Aa2, Aa3, A1,…, C
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Financial instruments: Debt Versus Equity Instruments A financial instrument is an agreement between two parties (buyer and issuer) to exchange money across time Debt Versus Equity Instruments Debt securities: ex. Bonds (Fixed-Income Securities) A contractual agreement by the borrower to pay the holder of the security fixed amounts at regular intervals until a specified date (Maturity) Fixed payment (Coupon ; frequency) Coupon rate Face value



Equity securities: ex. Stocks A share of ownership in the corporation, which confers rights to : + Dividend + Vote on election of directors But, - Uncertain revenue



Derivative assets Contracts between two parties whose value depends on the value of other assets 9/11/2012 8:08 PM
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EDF Bonds



Les modalités de l'emprunt EDF ont été précisées La Tribune.fr - 28/05/2009



L'obligation EDF rapportera 4,5% pendant 5 ans avec une valeur nominale de 1000€. Les épargnants en savent désormais plus sur l'émission obligataire qui sera proposée par EDF. Pour commencer, la période de souscription s'étendra du 17 juin au 10 juillet prochain inclus. Comme pour n'importe quelle obligation, le capital sera intégralement remboursé à l'échéance et distribuera, chaque année, un coupon faisant office de rémunération. Le PDG d'EDF, Pierre Gadonneix, a annoncé que la durée de l'emprunt serait de 5 ans et que le taux offert serait de 4,5%. Les particuliers pourront s'en procurer auprès de n'importe quelle agence bancaire. En revanche, il n'est pas encore précisé si l'emprunt pourra être souscrit à travers un contrat d'assurance vie, afin d'alléger la fiscalité.
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Stock Price Quote for Peugeot (PSA)



http://finance.yahoo.com 9/11/2012 8:08 PM
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Quiz 1.



What is a limited company? How does it differ from a limited partnership?



2.



What are the advantages and disadvantages of organizing a business as a corporation?



3.



What are the main types of decisions that a financial manager makes?



4



What is the goal of the firm?



5.



How do shareholders control a corporation?



6.



What advantage does a stock market provide to corporate investors?



9/11/2012 8:08 PM



Fahmi Ben Abdelkader ©



Financial Economics – Introduction



41



Appendix



9/11/2012 8:08 PM



Fahmi Ben Abdelkader ©



Financial Economics – Introduction



42



























des documents recommandant







[image: alt]





FBA FE STUDENTS Chap3 Capital Budgeting - Fahmi Ben Abdelkader 

Sep 19, 2012 - Financial Economics â€“ Capital Budgeting ... of Blu-ray high Definition DVD players and Toshiba's introduction of the .... Between 7.164% and 33.673%, the book deal has a negative NPV. ... versus $300,000), it generates a higher NPV a










 


[image: alt]





FBA FE STUDENTS Chap2 Interest Rates - Fahmi Ben Abdelkader 

Sep 18, 2012 - Use quoted rates to calculate loan payments and balances ... What discount rate should we use to discount cash flows from a project? .... Consider a â‚¬30,000 car loan with 60 equal monthly payments, computed using a 6.75% ...










 


[image: alt]





FBA FE STUDENTS Chap4 Risk and Return - Fahmi Ben Abdelkader 

Sep 20, 2012 - ... also experienced the largest fluctuations and then most variable ... To quantify the relationship, we must first develop tools that will ... Learning Objectives ... When an investment is risky, there are different returns it may ea










 


[image: alt]





FBA FE STUDENTS Chap1 Time Value - Fahmi Ben Abdelkader .fr 

Nov 9, 2012 - The A380 project involves revenues and expenses that will occur at different points ..... Example: car loans, mortgages, bonds â€¦ are annuities.










 


[image: alt]





FBA FSA Section1 Introduction STUDENTS - Fahmi Ben Abdelkader 

Sep 10, 2017 - Useful Information and Class rules ... Firms' Disclosure of Financial Information. Who are .... Berk Jonathan and DeMarzo Peter (2011), Corporate Finance, Pearson Education, 2nd .... Use accounting information to construct financial ra










 


[image: alt]





FBA FA Section1 Introduction - Fahmi Ben Abdelkader 

Oct 24, 2013 - Disconnection between asset prices (houses, securitized products, etc.) and fundamentals. (economic ..... Net worth $1.25 billion (March. 2013) ...










 


[image: alt]





FBA FE STUDENTS Chap1 Time Value APENDIX - Fahmi Ben 

Nov 9, 2012 - Applying The Rules of Time Travel. The Timeline. Compounding Laws and Effective Annual Rate. Valuing a stream of cash flows. Perpetuities ...










 


[image: alt]





FBA FE STUDENTS Chap5 Portfolio choice and CAPM - Fahmi Ben 

Oct 18, 2012 - Chapter Outline .... Suppose you have â‚¬20,000 in cash to invest. .... 17. Risk can be reduced by investing a portion of a portfolio in a risk-free ...










 


[image: alt]





FBA FA Section5 Income Statement - Fahmi Ben Abdelkader 

Oct 23, 2013 - (Earnings Before Interest, Taxes, Depreciation and Amortization). - Depreciation .... What would your spontaneous answer be to the following questions: â€¢ Does purchasing an apartment make you richer or poorer? ... Investments do not 










 


[image: alt]





FBA FA Section7 Profitability Analysis - Fahmi Ben Abdelkader 

Oct 23, 2013 - EBITDA margin in % of sales for leading listed European companies ..... Force management to dispose of business units with a considerable ...










 


[image: alt]





FBA FA Section6 Cash Flow Statement - Fahmi Ben Abdelkader 

Oct 23, 2013 - + Sales of property, plant and equipment. 0,0 ... Corporate income tax .... If JIT's tax rate on pretax income is 33%, what would be the impact of this expense on JIT's earnings? ... Alternative measures of FCF used in practice:.










 


[image: alt]





150619 ISNIE by FBA Final Version - Fahmi Ben Abdelkader 

A popular uprising within an â€œeconomic miracleâ€�: An institutional analysis of the Tunisian spring. 7/8/2015 10:23 PM. 1. Claude MÃ©nard. Centre d'Economie de la ...










 


[image: alt]





FBA FSA Section6 Profitability Analysis STUDENTS - Fahmi Ben 

Page 1 .... Working Capital. 3. 3. Capital Employed. 124. 84. NOPAT (Net Operating Profit After. Tax). 6,9. 5,0. ROIC. 5,6%. 6,0% ..... What is the likelihood that current assets cover current liabilities in the event of liquidation? s. Liabilitie. C










 


[image: alt]





FBA FSA Section4 Income Statement STUDENTS - Fahmi Ben 

Apr 10, 2017 - What would your spontaneous answer be to the following questions: â€¢ Does purchasing an .... 7,4. - Financial expense. 7,7. 4,6. + Financial income. 0,0. 0,0. Earnings Before ... Is not altered by : investment policy, accounting choic










 


[image: alt]





FBA FSA Section5 Cash Flow Statement STUDENTS - Fahmi Ben 

Jan 5, 2017 - Accounts receivable. 5,3. - âˆ† Inventories. 1,0. + âˆ† Accounts payable. 5,6. - Increase in working capital. 0,7. = Cash From Operating Activities (I).










 


[image: alt]





Financial Analysis Report - Fahmi Ben Abdelkader 

However, this should also have a negaGve effect on Lufthansa's tax shield and result in reduced future ... High relevance of Fixed Assets in the Balance Sheet.










 


[image: alt]





Syllabus 2012 Financial Economics - Fahmi Ben Abdelkader 

Sep 27, 2012 - You will need a pocket calculator. The use of class material, laptop computers and self phones is not allowed. There will be no make-up.










 


[image: alt]





GENERAL MOTORS Financial Analysis Report - Fahmi Ben Abdelkader 

GM business segments and % of global revenues in 2016. GM Automotive ... Expansion plan in China to support 5 million vehicles sales by 2018. Market share ...... High impact of US exchange rate versus other currencies on the financial ...










 


[image: alt]





Syllabus 2013 Financial Analysis ESCP - Fahmi Ben Abdelkader 

on user-group objectives (equity, credit and management analysts). ... need to be aware of the organization's business strategy, understand the ... We suggest the following financial analysis guideline: (i) strategic and economic assessment, ... and 










 


[image: alt]





Syllabus 2017 Financial Analysis HEC - Fahmi Ben Abdelkader 

(ii) Financial ratios are not very helpful by themselves; they need to be ... After this course, you should be able to: .... He has served as a consultant to the World.










 


[image: alt]





APPENDIX 2 Writing A Financial report Guidelines - Fahmi Ben 

Page 1 of 20. Writing a Financial Report: .... Examples of other operating and accrued1 liabilities : tax payables, social security, ... Balance sheet data: total shareholders' Equity .... coverage, because there are no interest expenses to cover.










 


[image: alt]





PhD Students 

Current and graduated PhD students are listed below: - Roberto Zagal Flores ... PhD. in Geomatics, submission planned in 2015. For a survey on temporel GIS ...










 


[image: alt]





Students Étudiants 

Technologie informatique / Technologie de l'information - Administration et gestion. 13.7. 12.5% ..... Langue et littérature / Lettres françaises (autres). 146.6.










 


[image: alt]





SANTA FE 

(*JANTES EN ALLIAGE). SANTA FE. H028 Gloss Black / Noir lustrÃ©. Diameter. DiamÃ¨tre. Alloy Wheels. 4Jantes en alliage. Tires. 4Pneus. Alloy Wheels & Tires.










 














×
Report FBA FE STUDENTS Introduction - Fahmi Ben Abdelkader





Your name




Email




Reason
-Select Reason-
Pornographic
Defamatory
Illegal/Unlawful
Spam
Other Terms Of Service Violation
File a copyright complaint





Description















Close
Save changes















×
Signe






Email




Mot de passe







 Se souvenir de moi

Vous avez oublié votre mot de passe?




Signe




 Connexion avec Facebook












 

Information

	A propos de nous
	Règles de confidentialité
	TERMES ET CONDITIONS
	AIDE
	DROIT D'AUTEUR
	CONTACT
	Cookie Policy





Droit d'auteur © 2024 P.PDFHALL.COM. Tous droits réservés.








MON COMPTE



	
Ajouter le document

	
de gestion des documents

	
Ajouter le document

	
Signe









BULLETIN



















Follow us

	

Facebook


	

Twitter



















Our partners will collect data and use cookies for ad personalization and measurement. Learn how we and our ad partner Google, collect and use data. Agree & Close



