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corporate finance,
asset pricing,
financial econometrics

economics.
2. EABIR:

Advanced financial econometrics
Capital raising techniques

Continuous time finance

Corporate valuation

Entrepreneurial finance

Fixed income and derivatives

Lessons from financial history

Private equity

Mergers, acquisitions and restructuring
Financial risk Management

Taxation, finance and business strategy
Trading and market microstructure

Please note that the elective courses offered are subject to change.
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Asset Pricing

The asset pricing course covers the theory and practice of valuing claims to uncertain cash
flows; for example, stocks and stock options, bonds and foreign-exchange instruments. The course
covers standard material such as CAPM and the Black-Scholes formula, and some advanced
material such as consumption-CAPM and pricing formulas for "exotic options". About half of the
course is dedicated to the application of advanced statistical methods to the area of asset pricing and
to practical work with real-world data.

Corporate Finance

Corporate finance studies the financing, valuation and corporate governance of firms. During
this course, you will learn the fundamental principles of financial accounting, the valuation of firms
assets and the determinants of firms' financial structures. You will be taught the key components of
firms' financial decisions and the operation of financial markets, including new issues of securities,
debt and dividend policy. You will learn about the relevance of different financial institutions to the
financing of firms, the takeover process, corporate restructurings and financial distress.



Financial Econometrics

The course in financial econometrics provides students with a background in the fundamentals
of empirical modelling and testing in finance. This will allow you to better understand crucial
concepts like risk, evidence and prediction.

Economics

Microeconomics is the study of how financial and commercial frameworks and conditions
impact on individual situations and business units. During this course you will learn to apply the
basic tools of market and firm analysis, game theory, incentive theory and auctions. In addition, the
course will provide an introduction to fundamental ideas in macroeconomics, reinforced by lectures
from leading policy experts.

Advanced Financial Econometrics

Advanced Financial Econometrics (Part 1) builds on the core econometrics course. The
course is topical and presents cutting edge research on a variety of active research areas. Topics for
2007 include multivariate GARCH and copulas, the econometrics of option prices, Bayesian
statistics in finance and advanced forecast evaluation.

Advanced Financial Econometrics (Part 11) also builds on the core econometrics course to
develop the theory and practice of econometric modelling and forecasting in an evolving world.
The central themes are automatic methods of selecting empirical econometric models combined
with robust procedures for using such models in forecasting: computer sessions will implement the
theory in practice.

Capital Raising Techniques
The course aims and objectives are:

Understand the primary capital markets for equity, corporate and government debt and
intermediate finance including equity-linked, mezzanine and high-yield. The roles of participants,
offer structures and techniques, incentives and conflicts of interest will be analyzed.

Master the workings of the primary equity markets. Equity offering types are explained,
including initial public offerings (IPOs), seasoned offerings, block trades, convertibles and other
equity-linked securities. Participants will, through the assessed group exercise, take part in a
simulated ‘beauty-contest’ for an IPO mandate.

Use the analysis of the primary markets to inform participants’ understanding of key finance
theories including asymmetric information, information revelation, principal-agent models, under
pricing and long-run underperformance.

Continuous Time Finance
The course aims:

To provide an introduction to arbitrage theory in continuous time and in particular to pricing
and hedging theory for financial derivatives.



To introduce the main mathematical tools: stochastic differential equations and Ito  calculus.

Preparatory math course: 6 hours of measure theory prior to the beginning of the course,
compulsory.

First part of the course: Foundations of continuous-time modeling.

Second part of the course: Application of these tools in developing the standard complete
markets model, models of forwards, futures and other derivatives, and portfolio choice problems.

Corporate Valuation

Managers of firms have many responsibilities. A critical one is to ensure that the firm makes
appropriate investment and financial decisions. This course focuses on how to make good
decisions. While this course will focus to some extent on the mechanics of corporate valuation, it is
more directly a course on how to create (and destroy) corporate value. As such, | am more
interested in the decisions you make after you have conducted the valuation analysis. Who should
take this class? Consultants, entrepreneurs, general managers, marketers, investment bankers and
other finance professionals—basically, if you’re interested in business, you should take this class.

Entrepreneurial Finance

The Entrepreneurial Finance elective aims to help future executives, facing financing and
investment decisions in a broad range of entrepreneurial environments, to make better decisions and
achieve better outcomes. The course covers all stages of the financing process from initial
financial planning to harvesting value. While the course will inevitably involve looking at a
number of technology driven businesses the emphasis is on gaining insights into the entrepreneurial
financing process rather than looking at the financing of technology businesses per se.
Entrepreneurial environments considered will include not just young, growing, independent
businesses but also those around the buy-outs and spin-outs of units from more established
businesses as well as entrepreneurial joint ventures that are established with a view to their
becoming independently viable entrepreneurial businesses in their own right.

One of the eight sessions will also be devoted to looking at the venture capital industry with a
view to providing candidates with a broad understanding of current developments in this area and
the likely future impact on the range of financing options and alternatives available from these
sources going forward.

The course requires candidates to be very comfortable with and confident in using basic
financial concepts. The course is designed to focus on the numbers and analytic techniques for
gaining insight, although continual attention will also be paid to the incentives facing each of the
parties in the financing process.

The course will be highly relevant for future executives who may be involved in an
entrepreneurial venture at some point in their careers, whether in a turnaround, a management
buy-out, a young company or a start-up. The course will also be highly applicable for future
private equity and venture capital decision makers.



Fixed income and Derivatives

The course will develop the analytical tools necessary to understand and price fixed income
and derivatives financial instruments. The properties of these financial instruments will be analysed
and related to risk management, portfolio diversification, systemic risk, financial fragility and
contagion. Emphasis will be put on applying these techniques on problems emerging in the
marketplace.

Topics to be covered include: bond valuation, properties and trading; swaps; risky debt; fixed
income and hedging applications; the yield curve; derivatives markets; properties and trading;
derivatives pricing and hedging applications; Black-Scholes Model; real options, credit derivatives
and securitisation, credit derivatives and financial stability.

Lessons from Financial History
The aims of the course are to:
Give the student an understanding as to why finance matters;

Provide the student with a historical perspective on some aspects of modern capital markets;

Facilitate the student with the opportunity to study as part of a group the historical dimension
of a particular aspect of finance, or a particular financial system, which is of personal interest,
and/or of relevance to a future career.

Private Equity

Throughout the year there are many different seminars, events and conferences involving
private equity professionals and those faculty researching in the area. These provide a useful
introduction to the sector, and essential background knowledge for students taking the private
equity course.

There are three main objectives of the private equity course:

To develop an understanding of the roles played by the various participants involved in private
equity.

* The course will consider the attractions of private equity as an investment class.

« The organization and incentive structures of private equity funds, and the complex
relationship with the companies in which they invest are also analyzed.

To apply many of the ideas and theories developed in the core finance courses to a particular
sector of the financial industry. The private equity sector — involving both venture capital and
buy-outs — is a particularly interesting sector to analyze. Private equity is used to finance many
companies where the generic problems encountered when financing companies — such as
uncertainty or asymmetric information — are especially acute and complex.

To critically evaluate the valuation techniques employed in private equity transactions. By
their very nature, private equity investments (which lack market valuations provided by public
equity markets) are those where valuation is often difficult, being highly sensitive to assumptions



and methodology. This course reviews a variety of valuation techniques in the context of real
private equity transactions.

Mergers, acquisitions and restructuring

The market for corporate ownership is one of the hallmarks of capitalism. Within that market,
vast amounts of corporate wealth have been created — and destroyed. The objective of this course is
to understand the market, the institutions that were created in order to execute these complicated
transactions and the strategies that are employed by the major players.

One role of the market is to allocate assets to the owners who can extract the maximum value
out of them; bankruptcy is an alternative mechanism. Hence, the two mechanisms are often studied
together under the heading of restructuring.

The first four sessions are taught by Oren Sussman and would focus on finance. Subsequently,
Duncan Angwin will teach four additional sessions that would focus on Strategy and Organisational
Behaviour.

Financial Risk Management

In this course, we will develop the necessary tools to provide an answer to the following
guestion: How are risks quantified and managed by financial institutions? The topics covered will
include regulatory capital and lessons from experience; volatility, correlation and copulas; Market
VaR; approaches to computing VaR; credit risk, default probabilities; credit VaR, credit derivatives;
operational risk, model risk and liquidity risk; economic capital.

Taxation, Finance and Business Strategy

Unbeknown to many, taxes absorb over 50% of businesses’ cash flows making governments
the single largest stakeholders in most companies. Having a basic understanding of taxation and
how it influences decision making is accordingly important for just about any career path: auditor,
CFO, treasurer, controller, HR manager, head-hunter, entrepreneur, family-owned business,
investment banker, corporate attorney, or venture capitalist. Taxes are pervasive and it pays to have
some understanding of them.

The course intends to provide a framework for recognizing the implications of tax factors on
corporate decisions, investigating tax planning opportunities and making use of basic principles of
tax strategy throughout a business’s life cycle. While the course draws on individual cases drawn
form a number of countries, there is no focus on detailed nation specific rules.

This conceptual framework has a number of key elements:

ALL PARTIES: Effective tax planning requires that the tax implications of a proposed course
of action be investigated from the standpoint of all parties involved. In many cases, differences in
tax status across parties create tax arbitrage opportunities.

ALL TAXES: Effective tax planning requires considering both explicit taxes (taxes paid
directly to the government) and implicit taxes (taxes paid indirectly in the form of lower before-tax



rates of return on tax-favored investments).

ALL COSTS: Effective tax planning requires the planner to recognize that taxes represent only
one among many business costs, and all costs must be considered in the planning process.

A recurring theme will be linking the tax strategies with concepts from corporate finance,
financial accounting, business law, and economics. We make extensive use of case studies and
real-life illustrations to illustrate the impact of tax structure on earnings and cash flow.

Trading and Market Microstructure

Three main objectives:

Practise trading in simulated financial markets;

Understand the mechanics of the international financial markets in general;

Understand some of the theories and controversies associated with financial markets trading.
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