FIN 300, FALL 2013
REVIEW CLASS
DR. SIRAJUM M SARWAR

Class 1:

1. Corporate finance questions, refer to , slide 7 td wants to open branch in ottowa - CB
2. CFO, slide 9 cahs management is a role of who? Treasurer 
3. Forms of Business, slide 11, 12: advantages and disadvantages!
4. Goal of a firm, slide 13,14 trading, non-trading firm, non-profit
5. Agency problem, slide 16, 17    examples and definition of agency cost 
6. Financial market, slide 18, definition and example 
7. Book value, market value, slide 25: practice exercise 
8. Cash flow, slide 28-37: must know the calculations of everything 
9. End of chapter exercises, practice exercise, past mid-term, 

Class 2: 
1. Sources and uses of cash, all examples. Refer to slide 2. 
2. Calculation of additional RE and cashflow, slide 6,7. 
Income last year 1000 div pyout .6 
Retention ratio (1-dpr)=.4 last 4 years re was 500
Addition to re 400 
Re: last year re+ this year re = 500+400=900
3. Standardized Financial Statements, slide 9-12, 
CS statement based on balance sheet we base or use use total asset as the base
CS based on income statement we base sales as the base 
4. Financial ratios, all. Remember if this is a times ratio, percentage ratio, or days ratio 
5. Dupont, slide 24  calculate roe or roa 
Calculate roe, roa=5% de ratio=1.5: roe=ROA*EM
6. D/E ratio: Note: D/E = TD / TE (Two variations of the TDR)
a. Debt/Equity = TD / TE
b. Equity Multiplier = TA / TE = 1 + D/E
7. Relation between ROA and ROE: a company has roa=2% roe=2%, if the company is unlevered or no debt firm then roa=roe. A company has debt the roa will be higher then roe 

8. End of chapter exercises, practice exercise, past mid-term, 

Class 3: 

1. Financial Planning Process/Dimension, slide 4-6 
2. Plug variable, example, slide 8-14
3. EFN, all examples, slide 14-16, and 22-23, use all types of equations., Example given
4. Under capacity, slide 18, 19. 
5. Important ratios, slide 20-21, 
6. Growth rates, internal and sustainable, slide, 25-30. 
7. End of chapter exercises, practice exercise, past mid-term,

Class 4:

1. Calculation of simple interest rate and compound interest rate, slide 2 and 4
Simple interest: deposit+(deposit*interest rate *year
Fv=pv*(1+r)^n
2. All examples of FV and PV. Slide 2-11.
3. All examples of calculating Interest rate and time period, slide 13-16, 
4. Uneven cahsflow, slide 17-26 , 
5. All examples of annuities, slide 29 -38, Examples given. 
6. End of chapter exercises, practice exercise, past mid-term,

Class 5: 
1. APR, EAR and PR-All examples., Slide 1-23, example given
M=MORE THEN ONCE IN A YEAR(M=4,M=12)
M OF DIFFERENT TYPES IN THE SAME QUESTION M=4, M=6
2. Decision making math, slide 5, 8, 15.  MAKE A DECISION BASED ON UR EAR
INVESTMENR= HIGHEST EAR, COST, EAR WITH THE LOWEST
3. [bookmark: _GoBack]Mortgage, slide 24-32, example given. PMT, INTEREST OR BALANCE OR PRINCIPLE  ON THE 20TH INTALLEMENT ( ALWAYS INTEREST SEMI ANNULA UNLESS STATED OTHERWISE)
4. End of chapter exercises, practice exercise, past mid-term,







IMPORTANT THINGS TO REMEMBER

WORDING: Be very Careful!!!!!!! 

1. Class 4, slide 38, 39
a. A cash flow occurs at the end of the third period.
b. A cash flow occurs at time period three.
c. A cash flow occurs at the beginning of the fourth period.
d. Until the fourth year or till the fourth year from today
e. In four years------All these examples refer to period 3.

2. Higher, lower, net effect, net change, --All these imply the difference or the net. So do the EXTRA calculation. Example –Class 4, slide 4.
3. Careful about percentage wording: Example- 5% and 0.5% . So, 5%  = 0.5 and 0.5%  = 0.005.
4. Careful about the ratio: is it times ratio, % ratio or days ratio.
5. Careful about missing equations.
6. Careful about missing inputs. 


Some other Reminders:

1. Always draw a tie line when solving the TVM maths.
2. Use both equation and calculator to solve the problem and double check.
3. Use both BA II plus and Casio if you require.
4. Careful about keying in p/y and i/y.
5. Remember to clear your work about keying in the inputs.
6. Careful about weekly payments (52 weeks in a year), bi-weekly payments, semi-monthly payments, etc. 
7. Mortgages are semi-annual. 
8. EAR =APR =PR  , when m =1 . So if it compounded annually then whatever it is the rate is same.


Request Questions:

1. Poor Dog, Inc. borrowed $135,000 from the bank today. They must repay this money over the next six years by making monthly payments of $2,215.10. What is the interest rate on the loan?  Express your answer with annual compounding. (Fall 2007 question).

Similar Math:    

Now if the same question asks what the APR is?

2. You can earn 5% per year compounded annually for the next 4 years, followed by 8% per year compounded quarterly for 5 years.  What is the average annual compounded rate of return over the 9 year period?  Express your answer with monthly compounding.


Similar Math:

You have a loan of $10000 today. You want to pay it in 20 years with semi-monthly payments. You will make a payment of $50 at each end of the period. What is the quoted rate? (Express your result with quarterly compounding?







3. A new security will pay an initial cash flow of $100 in 1 year.  Thereafter it will pay cash flows every month for the rest of time.  The cash flows will grow at 3% per year compounded monthly forever.  If you require a return of 6% per year compounded monthly, how much would you be willing to pay for this security?

Similar Math:

 A security is offering a divined of $1200 forever. The first payment will be made in five years time. What would be the price of the security today if the interest rate is 5%.















4. Example with 0% interest rate:
Suppose you want to buy a car and the cost of which is $50000.  You will pay it in 8 years, and 10% per year compounded monthly. However, you want the interest rate to be low. Now the ‘Employee sales” event is going on and the car company is offering you a 0% interest rate for the same loan terms. However, the twist here is that the company will set a price that will compensate for its income during the regular period (e.g. whatever they earn with the 10% interest rate). What would be the price of the car that will satisfy both you and the company’s objective? 







5. Examples with PV and FV and uneven cashflow.
You need $10000 after 7 years. You wish to save in an account for the next 3 years with TD bank and it offers you 5% per year compounded monthly. How much would you have to deposit in your account each month?







6. Examples with Growth rates and missing equations: 

Suppose a company has the following financials: Calculate the IGR and SGR:
Profit margin of 20%. 
TAT = 3 
Retention ratio = 0.3
Capital intensity ratio = 0.7,  
D/E ratio = 1.5,










7. Examples with net value:
a) Suppose you invest $1000 for one year at 5% per year and earn a simple interest rate for 4 years. What would be the effect of compounding/ net difference/ more interest earner/ higher interest would you have earned if that is compounded annually?


b) A company is running at 100% capacity when the sales are $40000. If it runs at 90% capacity then much less sales would have generate?




8. Annuities and mortgage:
You borrowed a loan and will make $1500 at the end of each month. You expect to pay it in 10 years time. If the interest rate is 5% compounded monthly, then what is the PV of the loan?

What is the principal and interest paid after 5 years?


9. Cash flow to creditors. Example –Practice Fall 2007 question.
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