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This is an introduction to basic concepts underlying finance theory. The theory of

A2Ie finance is concerned with the ways in which individuals and firms allocate

resources through time. The theory seeks to explain how the allocation of
resources through time is facilitated by (a) firms which provide the means by
which individuals physically transform current resources into resources available
in the future (production—investment decision) and (b) capital markets which
provide a mechanism by which individuals can exchange resources over time.

1. Understanding the core concepts in statistics and finance

2. Understanding the time value of money

&3, 3. Capital Budgeting
I Al

4. Portfolio theory and CAPM

5. Valuing securities
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{ |Time Value of Money 1: Analyzing Oreate a suh Flow tise line
Single CaSh FlOWS (LMS+J_"|-X‘“) :gggzugiwﬂssef:;vix Z?‘;im?;u:gn?ﬁterest increases wealth
o |Time Value of Money 2: Analyzing
Annuity Cash Flows (LMS+2tAI)
. oot oo characterstis
3 [Valuing Bonds (LMStZtAl) T T IO s g vt
~Compute bond yields
-On-Line Class ) o )
4 |Valuing Stocks (LMStDRRI) |t s s o ey =
-Assess relative stock values using the P/E ratio model
5 |Characterizing Risk and TS e
Retu rn (LMS-{-]J-X-” ) :E::g ;T\;i:zﬁzt;;hz;‘:::? ;g:mﬁiso' diversification and its impact on total risk
s |Estimating Risk and Return 1[G e
(LMS+1HA) e
7 ESt imat |ng RlSk aﬂd Return 2 —?r\wan inyegtments thgt take advantage of diyersification'and its impact on total risk
-The efficient frontier and the minimum variance portfolio
(LMS‘}'E}‘X'”) -The effect of correlation on the efficient frontier
8 |CAPM and SML 1(LMS+2tHl) -The Sharpe ratio and the market portfolio M
-The Sharpe ratio and the market portfolio M
L 2(LMS+2tA - .
9 |CAPM and SML 2(LMS+tKI) -The security market line
Introduction to Capital -The NPV rule for jedging investments and projects
10" Budgeting (LMS+tAI) Capital budg
uageting L —-Capital budgeting principles
Issues in Capital Budgeting 1 —-Choosing bgtween prOJeqts WITh different lifetimes
11 (LMS+HRN) —Incorporating tax consideration
L —-Incorporating inflation into capital budgeting
Choosing a discount rate g ot e the discount rate
2 1 (Lust ) o o
13 |Basic statistical concepts in et fonctions
Finance theory: (LMS+ZtXI) | it
14 Analytical tools for —-Data tables
financial data (LMS+2tAI) —-Goal Seek, Solver
15 [JIZLDAH(LMS DFAEIEH) JIZDAHLMS DHAIEY)
16
10. gBtss S H 2ol 2t
=) == EEESY Al
ANEY 5= WH=Z, S2AIE, JIZAIE 1= - 16 Pl el
4. 2HZ s WH=Z, S2AIE, JIZAIE 1= - 16 o=
3. = Azt OlaH WH=Z, S2HAIE, JIZAIE 1= - 16 =g
2. €93 A2 BHE, S2AE, JILAE 1= - 16 &9
AFEHAE S5 NS, S2AE, JIL2AE 1= - 16 =




gl

ol

=8
o
Al
Jlo

oJ

oll

3r
<0
ol
=
0
)
=
7=
Kk
P
&
ke
0
|
Kk
160
=
oo | o
J|~
S
<F | w0
=
~)
Ko
o
=
=
[m
or | <
o1
oY)

Ot






