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1 STAFF CONTACT DETAILS 

Position Name Email Room  Phone 

Lecturer-in-
Charge  

Associate 
Professor Anthony 
Asher  

a.asher@unsw.edu.au 
Business School 
Building 650 

9385 7619 

Consultation  times: By appointment, before lectures, or Tuesday between 16.00 – 
17.00, but may be amended by notices on Moodle, which is where all details in respect 
of the courses can be found. (See section 5 below for details.) Written queries should 
be made in the discussion forums on Moodle so that all students can see the 
responses. There will be no response to subject related questions on private emails. 

There may be guest lecturers with significant experience in financial institutions to 
provide background knowledge on the operation of particular markets. 

2 COURSE DETAILS 

2.1 Teaching Times and Locations 

Lectures start in Week 1 and go through to Week 13. The Time and Location are 
currently: Friday, 6-9 pm Business School Building 115. In week 1 and 13, the time will 
be from 6 to 8.00, while the mid-semester exam in week 6 will be from 6.00 to 7.15. 

Please consult Moodle for a possible change to a more convenient time. 

Attendance will be recorded, and counts towards meeting the requirements to pass the 
course.  

2.2 Units of Credit 

The course is worth 6 units of credit. There is no parallel teaching in this course. 

2.3 Summary of Course  

This course is one of the core courses in the Master of Actuarial Studies program, and 
is an elective course in the Master of Risk Management program.  

The aim of the course is to provide the future actuary or risk manager with a basic 
understanding of corporate finance and financial reporting. The course will cover the 
instruments used by companies to raise finance and manage financial risk, and will 
develop an understanding of how to interpret the accounts and financial statements of 
companies and financial institutions. 

Integrity is essential for trust in the financial statements, which are otherwise 
meaningless, and case studies will also be used to give students the opportunity to 
exercise judgment and consider how to give voice to their values. There will be 
references to professionalism, ethics and the ability to make reasoned argument, 
throughout the course. 

mailto:a.asher@unsw.edu.au
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2.4 Relationship to Other Courses 

This course forms part of the Part I Core Technical Subjects for the Institute and 
Faculty of Actuaries for those wishing to complete the actuarial professional 
qualification. Candidates wishing to qualify as an actuary will be exempted from sitting 
the external examinations for CT2 – Finance and Financial Reporting if they gain a 
Credit or above in this course. CT2 is particularly important for Investment 
Management, which is covered by Part II (b) of the Actuaries Institute courses and by 
UNSW courses ACTL4303/5303. The course is also important as it provides the 
context for the use of actuarial liabilities that are central to the actuary’s statutory 
responsibilities.  

2.5 Student Learning Outcomes  

The Course Learning Outcomes are what you should be able to DO by the end of this 
course if you participate fully in learning activities and successfully complete the 
assessment items.  

The Learning Outcomes in this course also help you to achieve some of the overall 
Program Learning Goals and Outcomes for all coursework students in the Business 
School. Program Learning Goals are what we want you to BE or HAVE by the time you 
successfully complete your degree (e.g. ‘be an effective team player’). You 
demonstrate this by achieving specific Program Learning Outcomes - what you are 
able to DO by the end of your degree (e.g. ‘participate collaboratively and responsibly 
in teams’).  

For more information on the Program Learning Goals and Outcomes, see Part B of the 
course outline.  
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Business Postgraduate Coursework Program Learning Goals and Outcomes 
 

1. Knowledge: Our graduates will have current disciplinary or interdisciplinary knowledge 
applicable in local and global contexts. 

You should be able to identify and apply current knowledge of disciplinary or interdisciplinary theory and 
professional practice to business in local and global environments. 
 
2. Critical thinking and problem solving: Our graduates will have critical thinking and problem 
solving skills applicable to business and management practice or issues.  

You should be able to identify, research and analyse complex issues and problems in business and/or 
management, and propose appropriate and well-justified solutions. 
 
3. Communication: Our graduates will be effective communicators in professional contexts.  

You should be able to: 
a. Produce written documents that communicate complex disciplinary ideas and 

information effectively for the intended audience and purpose, and 
b. Produce oral presentations that communicate complex disciplinary ideas and information 

effectively for the intended audience and purpose. 
 
4. Teamwork: Our graduates will be effective team participants.  

You should be able to participate collaboratively and responsibly in teams, and reflect on your own 
teamwork, and on the team’s processes and ability to achieve outcomes. 
 
5. Ethical, social and environmental responsibility: Our graduates will have a sound awareness of 
ethical, social, cultural and environmental implications of business issues and practice.  

You should be able to:  
a. Identify and assess ethical, environmental and/or sustainability considerations in business 

decision-making and practice, and  
b. Consider social and cultural implications of business and /or management practice. 

By the end of these courses, you should be able to meet the Actuaries Institute CT2 
learning outcomes1: 

“The aim of the Finance and Financial Reporting subject is to provide a basic 
understanding of corporate finance including a knowledge of the instruments used by 
companies to raise finance and manage financial risk and to provide the ability to 
interpret the accounts and financial statements of companies and financial institutions. 

(i)  Demonstrate a knowledge and understanding of the principal terms in use in 
investment and asset management. 

(ii)  Demonstrate an awareness of the key principles of finance. 

(iii)  Describe the structure of a joint stock company and the different methods by 
which it may be financed. 

(iv) Describe the basic principles of personal and corporate taxation. 

(v)  Demonstrate a knowledge and understanding of the characteristics of the 
principal forms of financial instrument issued or used by companies and the 
ways in which they may be issued. 

(vi)  Discuss the factors to be considered by a company when deciding on its capital 
structure and dividend policy. 

                                                

1
 See more detail at: http://www.actuaries.org.uk/research-and-resources/documents/subject-ct2-finance-

and-financial-reporting-syllabus-2014-exams 
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(vii) Define what is meant by a company’s cost of capital and discuss how its cost of 
capital interacts with the nature of the investment projects it undertakes. 

(viii)  Describe the major types of financial institution operating in the financial 
markets. 

(ix) Describe the basic construction of accounts of different types and the role and 
principal features of the accounts of a company. 

(x)  Interpret the accounts of a company or a group of companies and discuss the 
limitations of such interpretation. 

(xi) Show how financial techniques can be used in the assessment of capital 
investment projects. 

In addition, you should also be able to discuss social and ethical considerations that 
arise from institutional investment, corporate finance, and financial reporting issues and 
to concisely put forward your considered views on a topic in writing and verbally. 

The following table shows how your Course Learning Outcomes relate to the overall 
Program Learning Goals and Outcomes, and indicates where these are assessed (they 
may also be developed in tutorials and other activities): 

Program Learning Goals 
and Outcomes 

Course Learning Outcomes 
Course 

Assessment Item 

This course helps you to 
achieve the following 

learning goals for all ASB 
postgraduate coursework 

students: 

On successful completion of the course, you should be 
able to: 

This learning 
outcome will be 
assessed in the 
following items: 

1 Knowledge Items (i) to (v) and (vii) to (ix) of CT2  All  

2 
Critical thinking and 
problem solving 

Items (vi), (vii), (x) and (xi)  All 

3a 
Written 
communication 

 Concisely put forward your considered views on a 
topic in writing  

 Re-written 
answer 

 Exams 

3b Oral communication 
 Concisely put forward your considered views on a 

topic verbally   Presentations  

4 Teamwork   Record and reflect on your contribution to teamwork 

 Group 
presentation 
teamwork 
reflection 

5a.   
Ethical, environmental 
and sustainability 
responsibility 

 Discuss ethical, environmental and sustainability  
considerations that arise from institutional 
investment, corporate finance, and financial 
reporting issues 

 Assignment  

 Exams  

5b. 
Social and cultural 
awareness 

 Discuss social and cultural considerations that arise 
from institutional investment, corporate finance, and 
financial reporting issues 

 Assignment 

 Exams 
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3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approaches to Learning and Teaching in the Course 

Students are encouraged to become deep learners. As a deep learner, you would have 
taken responsibility for your own learning, and have chosen to become interested in the 
subject for its own sake rather than merely to pass the exams. You will be developing 
your own personal opinions on the subject, and will go on learning and thinking 
throughout life. Students may find it helpful to use the Biggs study process 
questionnaire on Moodle to understand the extent to which you are a deep learner. 

There are many facts to learn about the financial reporting and management and these 
will be covered in the readings and in the lectures. Both readings and lectures will, 
however, also expose students to different opinions and you will be expected to 
develop your own views on the difficult and sometimes controversial questions that 
have to be addressed in practice. In many cases, there are no right answers.  

This could be described as a guided self-learning approach, and is expected to provide 
a greater depth of understanding of the concepts compared to lectures that only involve 
lecturers talking. The ultimate aim is for you to see yourself as a member of the 
actuarial (or related) profession and be able to your knowledge to new situations 
encountered in the financial sector.  

3.2 Learning Activities and Teaching Strategies 

The strategy for the course involves: 

 Students preparing for a lecture by reading and thinking about the relevant 
material, and identifying issues they are uncertain of for discussion in the class.  

 Lectures that highlight the main implications and dealing with difficult concepts, 
accompanied by discussion where the class is expected to contribute and to 
provide feedback to the lecturer that the topics have been understood. 

 Presentations where student are expected to research a topic and then develop 
a short presentation for their peers, followed by discussion by the class. This 
also allows for feedback, and discussion of the broader context of the issue 
addressed by the presentation. 

 Re-written answers of the midsession examination to give more detailed 
feedback on critical thinking and written communication.  

The course textbooks, lectures and assessment tasks are designed to provide a 
framework for your learning. Every student has a different approach to learning. How 
much time you spend on reading in preparation for lectures, completing assessment 
tasks, reviewing course objectives, deepening your understanding and preparing for 
final examinations will depend on your learning approach. Lectures and class 
discussions will cover the main concepts and issues and will not necessarily cover all 
the details of the course readings or texts. 

Your private study is the most important component of this course. Weekly readings, 
reviewing key concepts, and your own topic summaries should be considered as a 
basis of a regular private study regime. Keeping up to date is very important and each 
week builds on the prior week so it is important that you have your study regime 
organised early. 
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4 ASSESSMENT 

4.1 Formal Requirements 

In order to pass this course, you must achieve a composite mark of at least 50% and 
make a satisfactory attempt at all assessment tasks. For exemption from the CT2 
course of the UK Actuaries Institute you must obtain at least 65%. 

4.2 Assessment Details 

Assessment Task Weighting Length Due Date 

Midsession exam 10% 1 hour Week 6 

Individual 
Presentations and 
Reflections 

10% 3 mins each 
As scheduled on 
Moodle 

Re-written answers 5% 500 words Weeks 7 to 10 

Group assignment 15% 15 minutes 
As scheduled on 
Moodle 

Final Examination 60% 2 hours As advised by UNSW 

TOTAL 100%   

Whilst feedback will be provided to students after their assessment tasks have been 
completed, students should note that the final assessment could involve scaling of 
overall marks to adjust for varying difficulty across years and to adjust for variations in 
marking standards of different examiners.  

4.3 Presentations and Reflections 

The presentations are intended to develop your ability to engage your audience by 
delivering a  clear and focussed presentation.,. They will also develop your skills in 
research: being able to select and apply disciplinary knowledge to business situations. 
You are expected to spend an hour or two preparing for each presentation, but will only 
have 3 minutes to present. Presentations will be stopped after 3 minutes. Topics will 
require some research of your own. Wikipedia is often a useful source, but you must 
check references. Some of the topics can be answered easily, but you are expected to 
give background and reasoning for your answer. Other topics are more complex, and 
so the extent and depth of your research will necessarily be limited by the time 
available.  

A reflection is to be completed after each presentation. This will be written responses 
(100-200 words in total) to the following questions and will count for 15% of the final 
mark for the task: 

1. If you were in the audience would you have found this presentation engaging? 
Give reasons. 

2. Drawing on the presentation marking rubric, what aspects do you feel you 
handled well? What areas do you feel you need to improve? 

3. What aspects do you plan to work on developing in your next presentation? 
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Presentation topics are as set out in this Course Outline. Students may indicate their 
preferences for topics to the Lecturer-in-Charge by email before 27 February. A 
schedule of presenters will be placed on Moodle soon after. Depending on the number 
of students registered, students will be given two or three presentations each. Students 
may agree between themselves to swap presentations provided both students involved 
notify the Lecturer-in-Charge at least 1 week before the first presentation is due. You 
may also suggest a replacement topic on which you would like to present, but it must 
be agreed by the Lecturer-in-Charge first. 

Presentations must include no more than 5 PowerPoint slides and a draft copy must be 
sent to the Lecturer-in-Charge at least two days before the presentation, and the final 
version together with your reflection by the Thursday after the presentation. The slides 
will be made available to other students. 

The first presentations will be captured on video and you will receive directions to be 
able  to view  this before writing your reflection .  

Marking rubrics will be placed on the Moodle site, but grading for presentations will 
take into account the clarity of your communication and whether you have engaged the 
audience with your enthusiasm for the topic and your awareness of them and their 
interests. Only the best presentation mark will be counted, but marks will be deducted 
for failing to: 

 make adequate effort or preparation for any presentation 
 provide copies of any presentation to the course co-ordinator 
 finish at the 3 minute mark 

You are not being evaluated on whether your analysis is comprehensive or not, and will 
lose marks if you rush through the presentation to finish on time. Much rather say that 
the slides you cannot cover are for information, and focus on engaging the audience 
with the critical points you want to make. 

4.4 Re-written answers 

Model answers are not provided for questions in the course in order to emphasise 
students’ responsibility for developing their own, critical, thinking. In order also to 
develop your writing skills and better understand the requirements of the course, 
students are to choose one question from the mid-semester examination and prepare a 
model answer of less than 500 words to be submitted by the end of week 8. This is to 
be reviewed by a member of your assignment group (not the person who reviews 
yours), and submitted in a word document to the Lecturer-in-Charge. Peer reviewers 
will be expected to look for spelling and grammatical errors, and lack of clarity in the re-
written answers.  

You will be given feedback on their result on the word document, and asked to re-write 
as many times as necessary to develop a “model answer”. The re-writes will also need 
to be reviewed by the same person. Your changes each time need to be shown in 
“track changes” in Word. Full marks will be given for acceptable answers completed by 
the end of week 11, but marks will be deducted for inadequate attempts, or failure to 
adequately review your team member’s submission. 
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4.5 Mid-Session & Final Exams 

The exams are intended to test your knowledge of the material covered as well as your 
ability to concisely express yourself.  

4.6 Assignment 

The assignment is intended to develop your skills in research, your understanding 
ability to concisely and coherently present your ideas, as well as working in groups. 
You are expected to spend 8 to 10 hours on the assignment.  

Students will be allocated to one of 6 groups by the Lecturer-in-Charge, and will be 
posted on Moodle before lectures begin with the date of their presentation. The group 
must meet enough times for each member to have a chance to chair the meeting and 
to take the minutes (but not when that are chairing). Different members must be 
allocated different tasks on which they must report progress at least once. Any data 
collected or calculations made must be checked by a different member of the group. 

The assignment will consist of a group presentation of the financial analysis of a 
financial services company.  Each group will be allocated a different company. The 
analysis will be based on the last three annual reports of the company, and should 
address the following topics: 

 Identify and explain any changes in the shareholder equity that has occurred; 
 Comment on the methods of financing the business, on any major changes, 

and the efficiency of the financing selected; 
 Comment on the “Summary of Significant Accounting Policies”, their impact on 

the financial statements and the effects of any major changes over the years. 
 Determine for each financial year-end the NTA, the return on investment using 

the NTA, the return that shareholders would have achieved during the year 
based on the share price and dividends paid, and explain why these are 
different. 

Each member must also attach a personal report of no more than one page reflecting 
on the functioning of the group, the different contributions made by different members, 
and your opinion on the quality of the presentation. While you may share your personal 
reflections, they will be penalised if they resemble each other closely. Reflections must 
be submitted via Moodle by midnight of the Saturday of the week in which the 
presentation is made, with hard copies to be handed in at the following lecture. The 
group minutes should be no longer than two pages, and be attached by the group 
member with the lowest student number and also handed in with the hard copies. 
Students should be reminded to keep a copy of all work submitted for assessment, and 
to keep their returned marked reflections. 
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Rubrics for grading will be placed on Moodle and will take into account: 

 The content of your presentation; whether it demonstrates some innovative 
research, careful analysis and professionalism 

 The structure and clarity of your presentation  
 Whether team meetings (the minutes you took) been appropriately documented 
 Whether you appear to have made a positive contribution to the team 
 Your insights into the functioning of the team and the strengths of members. 

4.7 Late Submission 

Late submissions will not be marked. Students are referred to part B of the course 
outline for the School’s special consideration policy. 

Quality Assurance 

The Business School is actively monitoring student learning and quality of the student 
experience in all its programs. A random selection of completed assessment tasks may 
be used for quality assurance, such as to determine the extent to which program 
learning goals are being achieved. The information is required for accreditation 
purposes, and aggregated findings will be used to inform changes aimed at improving 
the quality of Business School programs. All material used for such processes will be 
treated as confidential. 

5 COURSE RESOURCES 

The required reading for this course is: 

Ross, S., Trayler, R., Bird, R., Westerfield, R., Jordan, B., 2014. Essentials of 
Corporate Finance. 3rd Australian and New Zealand Edition. McGraw-Hill, Sydney. 

Other papers and resources will supplement the textbook, which will be made available 
on Moodle. https://moodle.telt.unsw.edu.au/login/index.php 

The Moodle site for this course will contain the Course Outline, presentations made by 
lecturers, presentations made by students, and any notices relevant to this course. It is 
important that you visit the site regularly to see any notices posted there by the 
Lecturer-in-Charge – and are able to regularly read the emails sent by Moodle. 

6 COURSE EVALUATION AND DEVELOPMENT 

Each year feedback is sought from students, and other stakeholders, about the 
courses offered in the School and continual improvements are made based on this 
feedback. UNSW's Course and Teaching Evaluation and Improvement (CATEI) 
process is one of the ways in which student evaluative feedback is gathered. In this 
course, we will seek your feedback through end of semester CATEI evaluations. 

  

https://moodle.telt.unsw.edu.au/login/index.php
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7 COURSE SCHEDULE 

Date Topic Reading CT2 Topic 

Week 1 
2 March 

Overview of Financial 
Management 

Chapter 1 (i), (ii), (iii), (viii) 

Week 2 
9 March 

Introduction to Accounting Chapter 2 (i), (ii), (iv), (ix) 

Week 3 
16 March 

Financial Statement Analysis Chapter 3 
(i), (ii), (iv), (ix), 
(x) 

Week 4 
23 March 

Financial Instrument and 
Valuation, Corporate Decisions 
and Taxation 

Chapter 6 
Chapter 7  

(ii), (iv), (v) 

Week 5 
30 March 

Methods for Appraising Capital 
Projects 

Chapter 9 (i), (ii), (x),(xi) 

Mid-semester break: Good Friday 3rd April  – Sunday 12th  April 

Week 6 
13 April 

Mid-semester exam 

Week 7 
20 April 

The Capital Asset Pricing Model Chapter 11 (i), (xi) 

Week 8 
27 April  

Capital Structure and Cost of 
Capital 

Chapter 12 (i), (iv), (vi), (vii) 

Week 9 
4 May 

Practical Issues and Applications 
of Capital Project Analysis 

Chapter 16 
Chapter 17  

(i), (xi) 

Week 10 
11 May 

Leverage and Dividend Policy 
Assignments due 

Chapter 14 (i), (iv), (vi), (vii) 

Week 11 
18 May 

Capital Markets and Issuing 
Securities 

Chapter 15 (i), (v), (viii) 

Week 12 
25 May 

Course Review, professional 
ethics and culture 

  

Week 13 
1 June 

Revision   
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8 PRESENTATION TOPICS 

Week 2 

Topic 1  
What have been the major advantages gained from the introduction of the 
corporation? 

Topic 2  
Outline the major stakeholders in a life insurance company, their interests 
and how these are protected. 

Topic 3  
Do you consider the granting of share options to senior management is in 
the interests of shareholders? 

Topic 4  
Should directors look after the interests of shareholders only or all 
stakeholders? 

Topic 5  
Outline the procedures for a debt holder to gain control of a company in 
the event of default on a debt repayment. 

Topic 6  
Outline the role of internal and external auditors for a company, and how 
their work compliments each other. 

Topic 7  
Explain what is meant by corporate governance, and what are the 
necessary criteria for good governance? 

Topic 8  
Outline what is meant by “agency risk” with respect to the management of 
institutions, and how this might be reduced. 

 

Week 3 

Topic 1  
Comment on the suitability of including the value of a "brand" in the 
accounts of a company. 

Topic 2 
Obtain the financial statements for a large industry superannuation fund 
and comment on the usefulness of the information to a member wishing to 
know the performance and financial stability of the fund. 

Topic 3  
Obtain the financial statements for a general insurer and comment on the 
usefulness of the statements to a regulator wishing to be reasonably 
confident that the insurer can meet their liabilities. 

Topic 4  
Comment on the suitability of including in the accounts of a company or 
superannuation funds the future tax benefits as an asset. 

Topic 5 

The new accounting standards require listed investment companies to 
value the investments at the last bid price on the valuation date and not to 
take into account disposal costs, which were required by previous 
accounting standards. Comment on the suitability of this change. 

Topic 6 
The market value of shares of a company listed on a stock exchange is 
usually very different to the shareholders equity shown in the accounts; 
why is this? 

Topic 7 

One of the major assets for a company engaged in asset management is 
their human capital, but this does not appear as an asset. Explain if you 
think this is appropriate and if not, why not, and how human capital should 
be taken into account. 

Topic 8 

Companies that offer defined benefit superannuation funds are required to 
shown in their accounts any “deficit” (the value of accrued benefits-assets) 
as a liability. Most trust deeds however provide that the employer does not 
have to contribute to the fund if they so decide. So why is it that this deficit 
is shown as a liability but a surplus is not shown as an asset? 
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Week 4 

Topic 1  
Show how you would value a corporate bond & how its value might 
change. 

Topic 2  
Show how you would vale a share of a listed company, and from where 
you would obtain the inputs. 

Topic 3 
How would you value a preference share and how would this valuation 
differ from that of an ordinary share? 

Topic 4  
Consider the taxation of income and capital gains and develop an 
argument to support or disagree with the proposition that these two 
sources of revenue should or should not be taxed the same 

Topic 5  
Should the taxation of individuals and corporations be different, and if so 
why or why not?  

Topic 6 

Given that a superannuation fund may buy a government bond with the 
intention of holding it to maturity, and during the term of the bond, it will 
receive the agreed coupons and then the maturity value, why should it be 
required to revalue the bond each financial year to reflect current interest 
rates? 

Topic 7  Outline for a bank what is “interest rate risk” and how it could be managed. 

Topic 8  IPOs do not have any dividend history, so how would you value an IPO? 

 

Week 5 

Topic 1  Comment on the suitability of using NPV as a decision tool for a project.  

Topic 2 
Should you consider each project by itself for assessment purposes, or 
should you take into account possible flow on benefits to other parts of the 
business? 

Topic 3  
Comment on appropriate risk analysis you would undertake as part of the 
assessment of a proposal that a bank acquire an insurance company.  

Topic 4 
Comment on how you would go about assessing whether or not as a 
general insurer operating in the house insurance market to enter the PI 
market 

Topic 5 

When companies acquire another company, the difference between the 
purchase price and the NTA is called "goodwill". Should this be allowed as 
an asset of the merged business and if so over what period, if any, should 
it be written off? 

Topic 6 

Infrastructure projects such as toll roads experience several years of 
negative cash flows whilst the road is being built, and then have positive 
cash flows. How would you evaluate whether or not to invest in a loan to 
finance such a project? 

Topic 7  
In determining the NPV for a new project, how would you determine the 
discount rate to use? 

Topic 8  
If an institution had several projects it could undertake but only sufficient 
capital to undertake one, how would you decide which project to take on? 
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Week 7 

Topic 1  
Comment on how useful the CAPM is in determining the expected return 
for a listed share. 

Topic 2  
The CAPM makes several assumptions in order to derive the formula for 
the expected return on a share; list the major assumptions and comment 
on their reasonableness. 

Topic 3  
Obtain some Beta estimates for a few companies and compare their 
stability over time, and the implications for the CAPM 

Topic 4 

Calculate the correlation between the Australian share market and the a 
broad index of returns for the Australian fixed interest market for the last 5 
calendar years, and comment on their stability and the implications for 
constructing a diversified portfolio of these two instruments. 

Topic 5 

CAPM ignores taxation and then derives a return expectation for the 
market, but the market consists of investors with quite different taxation 
positions. What is the implication of these different taxation bases for the 
use of the CAPM to determine the market expected return for a share? 

Topic 6  
Outline the difference between dollar weighted returns and time weighted 
returns and when you would use both. 

Topic 7 
The standard deviation of return is often used as a measure of risk. 
Critique the appropriateness of this statistic as a measure of use with 
some examples. 

Topic 8 
Determine for the Australian equity market the “risk premium” over 
different time periods and comment on its stability with possible reasons 
for the changes. 

 

Week 8 

Topic 1 
Determine for three companies listed on the ASX their WACC and 
comment on why these might be different, and the implications of having 
different WACC 

Topic 2 
In assessing a new project, you could use an NPV methodology, but how 
would you determine the discount rate to be used if in financing this project 
you were to use 100% debt, which would change the company’s WACC? 

Topic 3 
Research the range of debt/equity ratios for one of the non-mining sectors 
and comment on the results against the theoretical ratios suggested by 
finance theory. 

Topic 4 
In large diversified groups where the businesses can be very different, 
should investment decisions be made on the average Group WACC or 
independently for each company? 

Topic 5 
Australian banks have issued “hybrid securities”. What are these and why 
do you think the banks have been issuing them? 

Topic 6  
What is “Economic Value Added”, how would you determine this and what 
value would it be to investors? 

Topic 7  
In determining WACC, should you take into account imputation credits and 
taxes for Australian shareholders? 

Topic 8  

Whilst it might be argued that provided projects have an expected return 
greater than the cost of debt, business should take on as many of these 
projects as it can, there are risk management issues that need to be taken 
into account; what are the risk management issues and how would you 
integrate them into the decision process? 
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Week 9 

Topic 1  
Outline the major sources of capital for Australian companies, and mention 
the advantage and disadvantage of each 

Topic 2  
How would you determine the proportion of short-term debt, medium term 
debt and equity for a business? 

Topic 3 
Lenders to corporations often include a requirement that the borrower 
does not take on any “higher ranking” debt without the lender’s permission. 
What is this intended to achieve for the lender, and is it effective? 

Topic 4 

When would you prefer to issue convertible short-term debt, rather than 
just straightforward debt to finance a project? Consider an example of 
such an offer recently and comment as to why you think the company 
decided on the particular form of financing. 

Topic 5 

Some assets such as forests are valued on a DCF basis reflecting current 
interest rates and expected sales of the timber in the future when it is 
felled. Under this methodology, if interest rates fall, as they did in 
2009~2012, the value of the asset increases, despite there being a severe 
economic downturn and several economies being in recession. How 
appropriate is this methodology and what are the risks for investors where 
the asset is highly geared? 

Topic 6 
A lot of industry sectors, such as retail stores go through “business cycles”. 
How would you take this into account in arranging the financing of such a 
business? 

Topic 7  How would you determine the amount of inventory to keep in stock? 

Topic 8 
How would you determine the discount to give to a large customer for 
immediate settlement of an account for goods sold instead of having to 
wait for 60 days to be paid? 

 

Week 10 

Topic 1  
Discuss the advantages and disadvantages of a high dividend payout 
ratio, and vice versa. 

Topic 2  
Do you agree that superannuation funds should not be allowed to borrow? 
What are the advantages & disadvantages of this regulation? 

Topic 3 

It has been said that shareholders value a constant and steadily increasing 
dividend stream to a fluctuating dividend stream even if the latter is greater 
in aggregate. Compare two companies listed on the ASX with different 
dividend patterns and see if you think the statement is correct. 

Topic 4 

Banks operate by leveraging customer deposits through the wholesale 
funding market. Research the amount of wholesale funding of the 4 big 
Australian banks over recent years and comment on the implications of 
this strategy when there is a global bank-funding crisis as occurred in 
2009. 

Topic 5 
Companies are required to show in their balance sheet short term and 
long-term assets and liabilities. Why is this and is it useful information for 
shareholders? 

Topic 6 

Businesses often give large customers time to pay for goods sold and 
include this as a “receivable” in their accounts. How would you determine 
the reserve to hold against this for the risk that some customers will not 
pay? 
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Topic 7 
Outline what is a dividend reinvestment plan and research some plans 
available in the market. Comment on the discount offered to shareholders 
to reinvest and the effect this has on all shareholders. 

Topic 8  
Why would shareholders like their business to be as leveraged as 
possible? 

 

Week 11 

Topic 1 
Find the information provided to potential investors for a recent IPO and 
comment on its usefulness for investors to make a decision on whether to 
acquire the stock or not. 

Topic 2 
Outline the alternative processes for issuing a reasonably significant 
amount of shares to the market, and comment on the relative effectiveness 
of each method. 

Topic 3 

Longevity bonds are designed to protect issuers of long-term annuities 
from longevity risk, but they have not been successful. Research the 
attempt by BNP to issue a longevity bond and comment on the main 
features of the proposed bond as well as why you think it might have 
failed. 

Topic 4 

There have been instances where publically listed companies have voted 
to de list and become a private company. Research a recent example from 
the ASX and comment as to why the shareholders wanted the company to 
become private and whether this was in their interest? 

Topic 5 

Before the 1980s, the Australian life insurance market was dominated by 
large “mutual” insurers, but by the 1990s the market had almost no mutual 
insurers left. Why was this and how credible is it that the major reason was 
to access the capital markets? 

Topic 6  
IPOs usually involve what is known as a “book build” process. Outline what 
this is, and why it might be advantageous to the promoters of the IPO. 

Topic 7 
Companies often like to raise capital by placing a significant amount of 
shares with institutions. What are the advantages and disadvantages of 
this? 

Topic 8 

APRA will not permit insurers to issue debt that would outrank insureds in 
the event of liquidation of the insurer for failure to pay claims. Instead the 
insurers are allowed to issue subordinated debt. Describe what this is and 
how you would determine the appropriate price for such a security. 

 


