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Overview

This course is about the professional practices of investment banks. The business of an investment bank is doing deals. This involves raising capital (debt, equity) for clients and advising on M&A transactions. In addition investment banks sell securities to institutional investors. They also trade for their own account. Many banks are finally involved in managing third-party assets. We start with the trends in the industry, the strategy of investment banks, and the various methods of valuations. The course analyses the professional objectives and behavior in the various departments of an investment bank: departments of research, equity capital market, debt capital market, M&A and asset management. Other topics include the personal strategy of an investment banker (objectives, ethics and compliances). Throughout the course we will try to compare the North American practices with Asian practices, with references at times to a developing market (Taiwan).

Course Objectives

Provide students with a fundamental understanding of the role of Investment Banks and how they operate. 

Provide a framework for analysis of the various businesses of an investment bank. 

Give a framework of reference for future professional in the investment banking industry.

Prerequisites

The course is open to senior finance majors. I will ask you to indicate which finance electives you have taken or are taking, so I could check if you could take this course.

Students are expected to be thoroughly familiar with the materials covered in the core courses. Students with weak finance background will be at disadvantage in this course. The minimum prerequisites of the course are:

a. Financial Analysis

b. Introductory Financial Accounting

c. Micro and Macroeconomics

d. Introductory Statistics or Econometrics

e. Securities Analysis

f. A basic knowledge of EXCEL or similar spreadsheet package.

g. Powerpoint presentation skills.

Course Format

My section of the course is taught entirely with lectures except for a few introductions on valuations and real cases. The case method of instruction offers some distinct benefits. In preparing cases, you learn more than just the financial theory required to analyse a case. You learn about the agents, institutions, and transactions that comprise the modern financial system. You also learn to contribute effectively to fast paced discussions about complex financial issues and test your understanding and your solutions to these issues that are rarely black and white.

These benefits come with a substantial cost, however. Discussion-based classes succeed only if all students come prepared to discuss the course material. To foster mutual trust and respect, it is imperative that students attend each class, arrive on time, and minimize subsequent class disruptions. Class participations is vital to your learning and as well as learning of all others.

The objective of the case method in finance is to use the logic of financial theory to arrive coherent and defensible conclusions when faced with real world problems presented in cases. One should keep in mind that there is no “ the right” answer to a case; different assumptions may lead to different solutions and decisions. There are, however, good arguments and weak arguments. Furthermore, there is always a theoretical correct methodology and technique that are proper for the problems encountered in a case.

To help manage your workload, you are encouraged to form groups of four students during the first week of class. Groups offer an invaluable opportunity to leverage your efforts with regard to calculation intensive study questions. They also enable you to try out ideas prior to class discussion. Suggested study questions often require full blown calculations and/ or valuations. Each student is responsible for these questions. All questions are fair game if you are cold called to open class.

Course Materials

There are no required reading materials in this course. For some lectures in which new financial theory or new valuation techniques are introduced, explanatory teaching notes in your reading list might be useful. If you need to review the prerequisite background materials for lectures, you may refer to the relevant chapters indicated in the following two texts:

R. Brealy and S. Myers, Principles of Corporate Finance, 7th edition, Irwin, McGraw-Hill, 2004.

T. Copeland, T. Koller, and J. Murrin, Valuation: Measuring and Managing the Value of Companies, McKinsey & Company. Inc., John Willey & Sons, Inc., 5th Edition, 2004

You should already own a copy of Brealy and Myer. If you own a prior edition of this text, you should use it. If you own another corporate finance textbook that will suffice as well, though you have to figure out the relevant chapters.

Text by Copeland et. al. is a valuation book written from a practitioners’ perspective. Several copies will be on reserve. You should purchase it only if it is a useful addition to your library.   

Workload

The readings, cases should take 3 to 5 hours a week.

Grades

Your final grade will be based equally (50% each) on:

1. Class participation

2. Written Case Reports by Groups

Class Participation

A goal of this course is to provide you with the opportunity to learn how best to contribute to discussions about complex financial issues. Corporate financial decisions are inevitably made in groups. In group setting, a well articulated expression of confusion is often more valuable than an abruptly delivered “right” answer. Not having a background in finance, therefore, does not put you at a disadvantage with regard to class participation.

I will mark your class participation daily on a 0 to 3 point scale to maintain fairness and to minimize subjectivity in grading. In determining your grades, I consider the degree to which your comments advance everyone’s learning. Quality of your comments and discussions are much more important than quantity. Your comment’s impact on our overall understanding of the managerial decision at hand is more important than the right answer per se. I assess your class participation on this metric, not on “air time” or just the number of comments you make.

Cold calling is the only incentive strong enough to ensure adequate preparation.  I will cold call at least one student to open each case discussion. Failure to prepare for class reflects an unacceptable disregard for your fellow students. Everyone’s leaning is dependent on everyone’s preparation. Inevitable, circumstances will arise that leave you with insufficient time to prepare, if so, I ask you only to inform me of this prior to class. Students will be excused for absences due to illness or that are necessary to observe religious holidays. Unexcused absences will have a significant impact on your final grad.

Case Presentations

There are case assignments to be handed in as group reports throughout the semester.  These reports will be graded on a scale from 1-3. Groups that provide a competent report will get a full credit, ie.,2. Some exceptional report will get bonus credit, ie., 3. This will not exceed 5% of the teams on any case. Your case report for valuation should be in the form of an executive summary with a maximum of 4 pages. You may include your supporting computations and tables in an appendix. Presentation of pitch books should be in the form of Powerpoint slides.

Since you are preparing your reports in advance of class discussions, I will not grade your reports for “the correct” answer but on the following criteria:

a. effort you put in

b. ability to identify the main issues

c. theoretical soundness and coherence of your approach to your decision

d. clarity and succinctness of the report.

Attendance and Class Etiquette

Students should attend the section of the class for which she/he is registered. In case of a conflict students can attend another of my section by permission. You can attend any of my sections during the dedicated interview week.

Students are expected to arrive on time for class. Once in class, students should remain until the class is completed. Arrivals and departures during class time interfere with the educational process and are not fair to the other students.

Guest Speakers

We will have occasional guest speakers during the term on current developments in financial markets. In order to accommodate the schedules of the guest speakers, we may have to reschedule one or two classes. I will notify you in advance for rescheduled classes.

Academic Integrity and Code of Ethics:

Most case materials in this course are based on actual companies. In preparing for class discussions or for your reports, you may use any publicly available information about the individuals and companies we study. You are strongly encouraged to study cases with members of your group. Submitted assignments for grading should be your own or your group’s joint work only. Each member of your group is expected to contribute equally to the group reports.

Your ability to retain the knowledge gained for this class will be a direct function of the amount of time you spend working through the cases. Inappropriate reliance on the work of others is self defeating. Grading system is designed so that all “good faith efforts” on the group reports will result in full credit.

You cannot, therefore, use work completed by other students, old notes or handouts, or solutions to the cases from previous sections or other sections of this course at school or similar courses at other business schools for your written reports and class discussions. Failure to observe this rule will result in an automatic failing grade for the course.

If you register for this course, you agree with the principles of academic integrity described above in conjunction with the Code of Ethics.
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COURSE SCHEDULE FOR FALL 2005

	Session
	Date
	Topic

	Lecture 1
	Sep. 16
	Introduction and Course Overview

	Lecture 2
	Sep. 23
	The Business of Investment Banking (1)

	Lecture 3
	Sep. 30
	The Business of Investment Banking (2)

	Lecture 4
	Oct. 7
	Overseas Fund Raising for Local Companies (1)

	Lecture 5
	Oct. 14
	Overseas Fund Raising for Local Companies (2)

	Lecture 6
	Oct. 21
	Valuations and Financial Modeling (1)

	Lecture 7
	Oct. 28
	Valuations and Financial Modeling (2)

	Lecture 8
	Nov. 4
	Valuations and Financial Modeling (3)

	Lecture 9
	Nov. 11
	How to produce a pitch book

	Midterm
	Nov. 18
	Group Presentations, Feedback and Evaluation (1)

	Midterm
	Nov. 25
	Group Presentations, Feedback and Evaluation (2)

	Lecture 10
	Dec. 2
	Comparable Companies Analysis

	Lecture 11
	Dec. 9
	Mergers & Acquisitions (1)

	Lecture 12
	Dec. 16
	Mergers & Acquisitions (2)

	Lecture 13
	Dec. 23
	Distressed Finance, Business Recovery and Asset Management

	Final
	Dec. 30
	Group Presentations, Feedback and Evaluation (1)

	Final
	Jan. 6
	Group Presentations, Feedback and Evaluation (2)


