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1. STAFF CONTACT DETAILS 

The lecturer-in-charge of the subject is Dr Henry Yip (LIC). Henry is available for 
consultation on Tuesday from 12 noon to 2 pm during teaching weeks either by phone on 
93855870, email at h.yip@unsw.edu.au, online via the discussion forums in Blackboard, 
or face to face in his office located on Level 3, West Lobby, ASB Building. The tutor-in-
charge is Mr. Aaron Chan. The contact details of the tutors will be posted on Blackboard.  
 
 
2. COURSE DETAILS 

2.1 Teaching Times and Locations 
There are two streams of lectures: 

Friday 10:00 - 12:00  Electrical Engineering G25 

Friday 13:00 - 15:00  Electrical Engineering G25 

Students are expected to enrol in one lecture stream and one tutorial class. 
 
2.2 Units of Credit 
This course is allocated 6 units of credit. 
 
2.3 Summary of Course 
FINS3641 explores techniques, models and industry practices used in the valuation and 
selection of securities for institutional equity portfolios. Both quantitative and fundamental 
analyses are covered. Attention is paid to recent research on the efficiency of financial 
markets, and to anomalies that form the bases for quantitative stock selection models.  
 
2.4 Course Aims and Relationship to Other Courses 
The aim of FINS3641 is to give students an appreciation and understanding of security 
valuation techniques employed by financial analysts. FINS3641 is an elective finance 
subject for students interested in pursuing a career in funds management. Pre-requisite 
for the course is FINS2624 Portfolio Management and students are expected to be very 
familiar with all aspects of time value of money as well as financial ratios. The course 
complements other funds management courses such as FINS3640 Investment 
Management Modelling or FINS3642 Strategic Investment Management.  
 
2.5 Student Learning Outcomes 
By the end of the course, you should be able to apply various discount models to value a 
publicly traded firm, a private firm for sale, a start-up firm, and a firm with negative 
earnings; to apply fundamental valuation multiples (earnings, book value, revenue and 
sector-specific multiples) to firm valuation; and to apply the principles of option pricing to 
value an option to delay, an option to expand, an option to abandon and a firm in distress.  
 
Specifically, you should be able to  

1. Conduct a range of security valuation techniques used in the funds management 
industry.  

2. Review, contrast and examine the appropriateness of valuation techniques in 
varying situations.  

3. Develop an appreciation for the relation between current academic research in 
security valuation and its application in funds management.  

4. Demonstrate your communication, teamwork and leadership skills through class 
discussions, assignments, quizzes and examinations. 
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ASB Graduate Attributes 

This course contributes to the development of the following Australian School of Business 
Graduate Attributes, which are the qualities, skills and understandings we want you to 
have by the completion of your degree. 
 

Learning Outcomes ASB Graduate Attributes 

1 - 4  1. Critical thinking and problem solving 

2, 4 2. Communication 

4 3. Teamwork and leadership 

3, 4 4. Social, ethical and global perspectives 

1 – 4 5. In-depth engagement with relevant disciplinary knowledge 

1 – 4 6. Professional skills 

More information on the ASB Graduate Attributes and how they align with the UNSW 
Graduate Attributes (2010) is available on the ASB website (Learning and Teaching 
>Graduate Attributes). 
 
 
3. LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 
The philosophy underpinning this course is best summarised by the following list of 
guidelines extracted from Guidelines on Learning that inform teaching at UNSW: 

http://www.guidelinesonlearning.unsw.edu.au/guideline16.cfm. 

1. Effective learning is supported when students are actively engaged in the learning 
process. 

6. Students become more engaged in the learning process if they can see the relevance 
of their studies to professional, disciplinary and/or personal contexts. 

10. Clearly articulated expectations, goals, learning outcomes, and course requirements 
increase student motivation and improve learning. 

15. Effective learning is facilitated by assessment practices and other student learning 
activities that are designed to support the achievement of desired learning outcomes. 

16. Meaningful and timely feedback to students improves learning. 
 
We believe that a disciplined approach to learning is important for effective learning. 
Students should engage in the learning process through regular class attendance, active 
class participation, timely preparation for and revision of class activities, and regular staff 
or peer consultation to resolve any learning issues. 
 
We also believe that a well organised and structured course is important for effective 
learning and teaching. We’ll use real life examples and research findings in class to 
demonstrate the relevance of the subject to the funds management industry and give 
students a variety of questions to practice and apply concepts.  
 
3.2 Learning Activities and Teaching Strategies 
In lectures, we introduce you to the various aspects of securities analysis and valuation. 
We will support the discussion with numerical and practical examples.  
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To gain a deeper understanding of the materials taught, you need to revise the lecture 
soon afterwards by studying the lecture slides, the notes that you wrote in class, and the 
prescribed readings. You also need to attempt the corresponding set of tutorial questions 
(see Section 10) prior to each tutorial class. We use tutorial questions to engage student 
learning, encourage critical thinking and problem solving, promote intellectual discussion 
and feedback, and prepare students for the quiz, assignment and examinations. 
 
You should seek help early if you encounter any learning difficulties. In additional to face 
to face consultation with academic staff, we will open a discussion forum for students 
to post questions, seek peer assistance and engage in intellectual discussions. By sharing 
the questions and responses in the forum, the discussion forum should benefit the whole 
class and is the preferred mode of distant communication to email. 
 
Learning will not be complete without feedback. We will  

 Discuss the problems formally in tutorials. We value and will reward respect, courtesy, 
preparation and active participation. The tutor will correct any misunderstanding and 
help students understand the approach we use to solve the problems.  

 Monitor and participate in the discussion forum during consultation times to fill the void 
of peer assistance. 

 Post solutions to the end of chapter problems on Blackboard on a weekly basis.  

 Grade the quiz, mid-session exam and assignment within 10 working days of the 
administration or submission date for students to gauge their performance. 

 
 
4. ASSESSMENT 

4.1 Formal Requirements 
In order to pass this course, you must  

 achieve a composite mark of 50 or more; and  
 make a satisfactory attempt at all assessment tasks. 

 
4.2 Assessment Details 

Assessment 
Task 

Weight 
Learning 
Outcomes 
assessed 

ASB 
Graduate 
Attributes 
assessed 

Length* Due / Administration Date and time 

Tutorial 5 1 to 4 1 to 6 50 mins Weekly 

Quiz  7.5 1, 2, 4 1, 2, 5, 6 30 mins wk 4 lecture, see Section 10 

Mid-session exam 22.5 1 to 4 1, 2, 4 – 6 90 mins wk 7 lecture, see Section 10 

Assignment 15 1 to 4 1 to 6 n/a 
wk 11, 4 pm sharp on Mon, May 16 via 
Turnitin in Blackboard 

Final exam 50 1 to 4 1, 2, 4 – 6 TBA Refer to MyUNSW 

* The length listed in the table is tentative and subject to change. 

 

Tutorial - Students must go to their enrolled class (as per MyUNSW) for attendance 
keeping. Students are expected to be prepared and may demonstrate this quality by 
participating actively in tutorial discussion and having their work available for 
inspection/collection upon request by the tutor. Students are also expected be respectful 
and courteous and may demonstrate this quality by arriving on time, paying attention, and 
staying for the entire duration of the tutorial.  
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There are 10 tutorials all together. We understand that from time to time, students may 
miss a class due to sickness and/or other reasons. The 80% University ruling on 
attendance applies to the tutorial component and takes this misfortune or unforeseen 
circumstance (that prevents students from attending classes) into account. The ruling 
means that i) students are expected to attend a minimum of 8 tutorials and ii) it is not 
acceptable to be absent for more than 2 classes in which case students will be deemed to 
have made an unsatisfactory attempt at the tutorial component. 
 
We have zero tolerance to unruly and disruptive behaviour. The tutor will not award any 
tutorial mark to unruly and disruptive students.  
 
Quiz – On Friday in week 4, a quiz will be held during lecture. Students must go to the 
class in which they are enrolled in to take the quiz. We will test materials taught in the first 
two weeks of lectures.  
 
The University ruling on special consideration does not apply to the quiz component. 
Students who are late may take the quiz. However, there will not be any compensation for 
the lost time. Students who are absent and suffering from serious illness or unavoidable 
misadventure may contact Henry either by UNSW z-mail, phone or in person, and 
provide supporting documentation within 36 hours of the quiz to request for special 
consideration. No supplementary quiz will be provided. Henry will apply the same special 
consideration evaluation criteria for final examination and reserve the right to decide if a 
student is exempted from the quiz due to illness or misfortune and revise the base mark 
accordingly. No special consideration will be accepted for any reason other than suffering 
from a serious illness or an unavoidable misfortune.  
 
Students who are absent and i) do not contact Henry within 36 hours of the quiz or ii) 
contact Henry within 36 hours of the quiz but not exempted from the quiz are deemed to 
have made an unsatisfactory attempt at the quiz component 
 
Mid-Session Exam – On Friday in week 7, a mid-session exam will be held during 
lecture. Students must go to the class in which they are enrolled in to take the 
examination. The test will cover materials taught in week 1 to week 5. The format of the 
paper will be announced in week 6. You must observe the exam rules and regulations set 
by the University. You may use your own calculator if and only if it has been pre-
approved. The supervisor reserves the right to remove any non-approved calculator for 
the duration of the examination and does not carry spare calculators for student use. The 
University will not accept this handicap, i.e., no calculator, as ground for special 
consideration. You must also present your UNSW student ID to the supervisor to record 
your attendance. 
 
Students who are late may take the exam. However, there will not be any compensation 
for the lost time. The University ruling on special consideration apply to the mid-session 
examination component. Students contemplating an application for special consideration 
should refer to Section 8.3 and must observe the guidelines and procedures strictly.  
 
Assignment – The purpose of the assignment is to encourage teamwork, peer support, 
research, and application of knowledge acquired from lectures, and textbook and journal 
readings. The assignment will be posted on Blackboard in due course.  
 
Students may attempt the assignment either individually or as a team of no more than 
three. The task is not big enough to accommodate four or more students in a team. Each 
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student team (comprising one, two or three students) must submit the assignment via 
Turnitin on or before 4 p.m. Monday, 16 May. One submission per student team 
suffices. 
 
The University ruling on special consideration does not apply to the assignment 
component. Ample of time has been given to students to complete the task. Late 
submission (for whatever reasons and excuses) will carry a penalty of 3 full marks (i.e., 
not on a pro-rata basis) per calendar day. Students who submit the assignment after 4 
p.m. sharp on Saturday, 21 May are deemed to have made an unsatisfactory attempt at 
the assignment component 
 
Final Exam - The final exam is based on lecture materials taught from week 1 to week 13. 
The format of the paper will be announced in week 13. You must observe the exam rules 
and regulations set by the University. You should refer to MyUNSW for exam time, 
location, rules and regulations. You may use your own calculator if and only if it has been 
pre-approved. The supervisor reserves the right to remove any non-approved calculator 
for the duration of the examination and does not carry spare calculators for student use. 
The University will not accept this handicap, i.e., no calculator, as ground for special 
consideration. 
 
The University ruling on special consideration apply to the final exam component. 
Students contemplating an application for special consideration should refer to Section 8.3 
and must observe the guidelines and procedures strictly.  
 
Quality Assurance 
The ASB 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 ASB programs. All material used for such processes will 
be treated as confidential and will not be related to course grades. 
 
 
5. ACADEMIC HONESTY AND PLAGIARISM 

The University regards plagiarism as a form of academic misconduct, and has very strict 
rules regarding plagiarism. For UNSW policies, penalties, and information to help you 
avoid plagiarism see:  

http://www.lc.unsw.edu.au/plagiarism/index.html  

as well as the guidelines in the online ELISE Plus tutorial for all new UNSW students:  
http://info.library.unsw.edu.au/skills/tutorials/InfoSkills/index.htm. 

To see if you understand plagiarism, do this short quiz: 
http://www.lc.unsw.edu.au/plagiarism/plagquiz.html 

For information on how to acknowledge your sources and reference correctly, see: 
http://www.lc.unsw.edu.au/onlib/ref.html 

For the ASB Harvard Referencing Guide, see the ASB Referencing and Plagiarism 
webpage (ASB >Learning and Teaching>Student services>Referencing and plagiarism 
 
 
6. COURSE RESOURCES 
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Prescribed textbook: Damodaran, Aswath, 2002, Investment Valuation Tools and 
Techniques for Determining the Value of Any Asset, 2nd edition, John Wiley & Sons.  
 
 
7. COURSE EVALUATION AND DEVELOPMENT 

Each year we seek feedback from students and tutors about the course. UNSW's Course 
and Teaching Evaluation and Improvement (CATEI) Process is one of the ways in which 
student evaluative feedback is gathered. We take the feedback seriously and make 
continual improvements based on this feedback.  
 
 
8. STUDENT RESPONSIBILITIES AND CONDUCT 

Students are expected to be familiar with and adhere to university policies in relation to 
class attendance and general conduct and behaviour, including maintaining a safe, 
respectful environment; and to understand their obligations in relation to workload, 
assessment and keeping informed.  
 
Information and policies on these topics can be found in the ‘A-Z Student Guide’: 
https://my.unsw.edu.au/student/atoz/A.html. See, especially, information on ‘Attendance 
and Absence’, ‘Academic Misconduct’, ‘Assessment Information’, ‘Examinations’, ‘Special 
Consideration’, ‘Student Responsibilities’, ‘Workload’ and policies such as ‘Occupational 
Health and Safety’. 
 
8.1 Workload 
It is expected that you will spend at least ten hours per week studying this course. This 
time should be made up of reading, research, working on exercises and problems, and 
attending classes. In periods where you need to complete assignments or prepare for 
examinations, the workload may be greater. 

Over-commitment has been a cause of failure for many students. You should take the 
required workload into account when planning how to balance study with employment and 
other activities.  
 
8.2 Attendance 
Your regular and punctual attendance at lectures and tutorials is expected in this course. 
University regulations indicate that if students attend less than eighty per cent of 
scheduled classes they may be refused final assessment. To comply with this University 
regulation, the tutor needs to record class attendance. 
 
8.3 Special Consideration and Supplementary Examinations 
You must submit all assignments and attend all quizzes and examinations scheduled for 
your course. You should seek assistance early if you suffer illness or misadventure which 
affects your course progress.  
 
General Information on Special Consideration: 

1. For assessments worth 20% or more, all applications for special consideration 
must go through UNSW Student Central 
(https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html) 
and be lodged within 3 working days of the assessment to which it refers; 
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2. Applications will not be accepted by teaching staff, but you should notify the 
lecture-in-charge when you make an application for special consideration 
through UNSW Student Central; 

3. Applying for special consideration does not automatically mean that you will 
be granted a supplementary exam; 

4. Special consideration requests do not allow lecturers-in-charge to award 
students additional marks. 

 
ASB Policy on requests for Special Consideration for Final Exams: 
The policy of the School of Banking and Finance is that the lecturer-in-charge will need to 
be satisfied on each of the following before supporting a request for special consideration: 

1. Does the medical certificate contain all relevant information? For a medical 
certificate to be accepted, the degree of illness, and impact on the student, must 
be stated by the medical practitioner (severe, moderate, mild). A certificate 
without this will not be valid. 

2. Has the student performed satisfactorily in the other assessment items? 
Satisfactory performance would require meeting the obligation to have attended 
80% of tutorials, submitting the assignment on or before 4 p.m. on Saturday, 21 
May, either taking the quiz or being granted an exemption due to serious illness 
or unavoidable misfortune, and achieving an average of 50% in the other 
assessment items. 

3. Does the student have a history of previous applications for special 
consideration? A history of previous applications may preclude a student from 
being granted special consideration. 

 
Special Consideration and the Final Exam: 
Applications for special consideration in relation to the final exam are considered by an 
ASB Faculty panel to which lecturers-in-charge provide their recommendations for each 
request. If the Faculty panel grants a special consideration request, this will entitle the 
student to sit a supplementary examination. No other form of consideration will be 
granted. The following procedures will apply: 

1. Supplementary exams will be scheduled centrally and will be held 
approximately two weeks after the formal examination period. The dates for 
ASB supplementary exams for session 1, 2011 are: 

12 July 2011 – exams for the School of Accounting 
13 July 2011 – exams for all Schools other than Accounting and Economics 
14 July 2011 – exams for the School of Economics 

If a student lodges a special consideration for the final exam, they are stating 
they will be available on the above dates. Supplementary exams will not be held 
at any other time. 

2. Where a student is granted a supplementary examination as a result of a 
request for special consideration, the student’s original exam (if completed) will 
be ignored and only the mark achieved in the supplementary examination will 
count towards the final grade. Failure to attend the supplementary exam will not 
entitle the student to have the original exam paper marked and may result in a 
zero mark for the final exam. 
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If you are too ill to perform reasonably on the final exam, do not attend the final and apply 
for a supplementary instead. However granting of a supplementary exam in such cases is 
not automatic. If a student attends the regular final, s/he is unlikely to be granted a 
supplementary exam. 
 
The ASB’s Special Consideration and Supplementary Examination Policy and Procedures 
for Final Exams for Undergraduate Courses is available at: 
http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementarye
xamprocedures.pdf. 
 
Special consideration and assessments other than the Final exam: 
Refer to Section 4 
 
8.4 General Conduct and Behaviour 
You are expected to conduct yourself with consideration and respect for the needs of your 
fellow students and teaching staff. Conduct which unduly disrupts or interferes with a 
class, such as ringing or talking on mobile phones, is not acceptable and students may be 
asked to leave the class. More information on student conduct is available at: 
https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html 
 
8.5 Occupational Health and Safety  
UNSW Policy requires each person to work safely and responsibly, in order to avoid 
personal injury and to protect the safety of others. For more information, see 
http://www.hr.unsw.edu.au/ohswc/ohswc_home.html. 
 
8.6 Keeping Informed 
You should take note of all announcements made in lectures, or posted on Blackboard. 
From time to time, the University will send important announcements to your university e-
mail address without providing you with a paper copy. You will be deemed to have 
received this information. It is also your responsibility to keep the University informed of all 
changes to your contact details. 
 
 
9. ADDITIONAL STUDENT RESOURCES AND SUPPORT  

The University and the ASB provide a wide range of support services for students, 
including: 

 ASB Education Development Unit (EDU)  
http://www.asb.unsw.edu.au/learningandteaching/studentservices/Pages/default.aspx  
Academic writing, study skills and maths support specifically for ASB students. Services 
include workshops, online and printed resources, and individual consultations. EDU Office: 
Room GO7, Ground Floor, ASB Building (opposite Student Centre); Ph: 9385 5584; Email: 
edu@unsw.edu.au  

 Capturing the Student Voice: An ASB website enabling students to comment on any aspect 
of their learning experience in the ASB. To find out more, go to the Current 
Students/Resources/Student Feedback page here. 

 Blackboard eLearning Support: For online help using Blackboard, follow the links from 
www.elearning.unsw.edu.au to UNSW Blackboard Support / Support for Students. For 
technical support, email: itservicecentre@unsw.edu.au; ph: 9385 1333 

 UNSW Learning Centre (www.lc.unsw.edu.au ) 



FINS3641 – Security Analysis and Valuation   9

Academic skills support services, including workshops and resources, for all UNSW students. 
See website for details. 

 Library training and search support services: 
http://info.library.unsw.edu.au/web/services/services.html  

 UNSW IT Service Centre: : https://www.it.unsw.edu.au/students/index.html 
Technical support for problems logging in to websites, downloading documents etc.: UNSW 
Library Annexe (Ground floor); Ph: 9385 1333. 

 UNSW Counselling and Psychological Services (http://www.counselling.unsw.edu.au) 
Free, confidential service for problems of a personal or academic nature; and workshops on 
study issues such as ‘Coping With Stress’ and ‘Procrastination’.  
Office: Quadrangle Building, Level 2, East Wing; Ph: 9385 5418 

 Student Equity & Disabilities Unit (http://www.studentequity.unsw.edu.au) Advice regarding 
equity and diversity issues, and support for students who have a disability or disadvantage that 
interferes with their learning. Office: Ground Floor, John Goodsell Building; Ph: 9385 4734  
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10. COURSE SCHEDULE 

10.1  Lecture Program and Assessments  
The following lecture program is tentative and subject to change. If for any reason that we are 
unable to cover the entire content in a particular week, we may either defer the discussion to the 
following week or remove the unfinished content from the exam syllabus. 
 
 

Part 1 – INTRODUCTION TO SECURITY VALUATION 

Week 1, Fri, Mar 4: Introduction, the role of and approaches to valuation 

Topics: 
 The role of valuation in portfolio management 
 Discounted cash flow valuation – definition, applicability and limitations  
 Relative valuation – definition, applicability and limitations  
 Contingency claim valuation – definition, applicability and limitations 

Reading:  Course Outline, Damodaran Chapters 1 and 2 
 
 

Part 2 – DISCOUNT CASH FLOW VALUATION MODELS 

Week 2, Fri, Mar 11: Estimating Discount Rates 

Topics: 
 The choice of risk free asset and risk free rate 
 Estimating equity risk premium 
 Estimating the cost of equity and the cost of debt  
 Estimating the cost of capital 

Reading:  Damodaran Chapters 7 and 8 
 

Week 3, Fri, Mar 18: Estimating Cash Flows and Growth 

Topics: 
 From accounting earnings to cash flows  
 Consideration of tax and reinvestment needs in cash flows estimation 
 Sources for growth rates – historical data, analyst estimates and firm 

fundamentals 

Reading: Damodaran Chapters 9 to 11 
 

Week 4, Fri, Mar 25: Estimating Terminal Value, Dividend Discount Models 

Topics: 
 Approaches to valuation - liquidation versus going concern  
 Estimating the liquidation value of a firm 
 Constant growth, 2-stage and 3-stage dividend discount models  
 Usage and empirical findings of dividend discount models 

Reading: Damodaran Chapters 12 and 13  
 

 Quiz 1 – 7.5% of aggregate mark 

Time: Commence 10 minutes after the lecture on Estimating Terminal Value and 
Dividend Discount Models 

Syllabus:  Lecture materials Weeks 1 - 2 
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Week 5, Fri, Apr 1: Free Cash Flow to Equity (FCFE) Discount Models, Valuation 
of Free Cash Flow to the Firm (FCFF)  

Topics: 
 Free cash flows to equity defined and compared to dividends 
 Constant growth, 2-stage and 3-stage FCFE discount models  
 Free cash flows to the firm defined and compared to the other cash flow 

measures 
 Valuation of FCFF using the cost of capital approach 
 Valuation of FCFF using the adjusted present value approach 

Reading:  Damodaran Chapters 14 and 15 
 

Week 6, Fri, Apr 8: Valuing Negative Earnings, Start-up and Private Firms 

Topics: 
 Causes of negative earnings and consequent adjustments to the traditional 

valuation model 
 A framework of valuation tailored for the young or start-up firms  
 Estimating valuation inputs at private firms 

Reading:  Damodaran Chapters 22 to 24 
 

Week 7, Fri, Apr 15: Mid-Session Examination – 22.5% of aggregate mark 

Time:  usual lecture time (Commence 9 a.m. sharp for the 1st lecture stream and 1 
p.m. for the 2nd. If there are any unfinished topics from the previous lecture, 
the mid-session exam may commence straight after the discussion of these 
topics.) 

Syllabus: Lecture materials Weeks 1 - 5 
 

Week 8, Fri, Apr 22: No Lecture due to Public Holiday 
 
 

Part 3 – RELATIVE VALUATION MODELS 

Week 9, Fri, May 6: Fundamental Principles, Earnings Multiples 

Topics: 
 Relative valuation defined  
 Guidelines for sound usage of relative valuation 
 Definitions, usages and determinants of earnings multiples 

Reading: Damodaran Chapters 17 and 18  
 

Week 10, Fri, May 13: Book Value, Revenue, and Sector-Specific Multiples 

Topics: 
 Definitions, usages and determinants of book value multiples 
 Definitions, usages and determinants of revenue multiples  
 Definitions, usages and determinants of sector-specific multiples 

Reading:  Damodaran Chapters 19 and 20 
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Part 4 – CONTINGENCY CLAIM MODELS 

Week 11, Mon, May 16: Assignment due at 4 p.m. sharp  

Submission: Submit the assignment electronically via Turnitin in Blackboard 

Penalty: Assignment received after 4 p.m. will attract a penalty of 3 full marks 
(i.e., not on a pro-rata basis) per calendar day  

 

Week 11, Fri, May 20: Binomial Option Pricing Model, Valuation Implication of the 
Option to Delay 

Topics: 
 The binomial option pricing model explained 
 Application of option pricing models to the valuation of patents and undeveloped 

reserves in natural resources 

Reading: Damodaran Chapters 5 and 28 
 

Week 12, Fri, May 27: Valuation Implications of the Option to Abandon and the 
Option to Expand, and Valuing firms in Distress  

Topics: 
 Application of option pricing models to the valuation of the option to abandon 
 Application of option pricing models to the valuation of the option to expand  
 Application of option pricing models to the valuation of firms in distress 

Reading: Damodaran Chapters 29 and 30 
 
 

Part 5 – CONCLUSION 

Week 13, Fri, Jun 3: Conclusion and Revision 

Topics: 
 Feedback on assignment 
 Final exam Information 
 An overview and summary of the course 

Reading:  Damodaran Chapters 35, Blackboard – “Feedback” and “Final Exam 
Information” 
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10.2  Tutorial Program and Questions  
Commencing week 2, we will hold tutorials on a weekly basis to discuss a set of questions 
that are based on materials presented in the lecture from the previous week.  
 
You are strongly encouraged to attempt all the prescribed questions beforehand. It is 
important that you study each lecture and the prescribed reading in details before 
attempting the questions. When you attempt the questions, it is wise to put down your 
thoughts and arguments for the approach that you take to arrive at the answer. It is 
equally important that you put down all the workings. You should treat each and every 
question seriously as if it is an exam question and try your best to solve the problem as 
much as you could. 
 
The tutors may take charge and/or ask individual students or teams of students to prepare 
and discuss specific questions. Don’t forget to bring the workings to class for discussion, 
presentation and feedback.  
 
Solutions to tutorial questions discussed during the week and the remaining end of 
chapter questions will be posted on Blackboard every Friday of the week. 
 
The time taken to discuss the questions may vary from one class to another and from one 
week to the next. Besides, there are obviously too many questions in some weeks that are 
beyond the time constraint of the tutorial. The tutors may not have time to discuss all the 
questions. In this case, you may regard any outstanding questions and the remaining end-
of-chapter problems (that are not prescribed) as supplementary problems. You may use 
the solutions provided to mark your own answers and for the purpose of revision and 
exam preparation. If you have problem understanding the suggested solutions, you may 
consult your peer privately, via the discussion forum or seek consultation with the tutors.  
 

Week Beginning Damodaran Chapter Questions 

2 Mar 7 
Chapter 1: 1 to 3,  
Chapter 2: 1 to 4 

3 Mar 14 
Chapter 7: 2, 7, 8, 11,  
Chapter 8, 1, 8  

4 Mar 21 
Chapter 9: 1, 4, 5,  
Chapter 10: 1 to 3 
Chapter 11: 2, 5 

5  Mar 28 
Chapter 12: 1, 5, 6, 7 
Chapter 13: 1 to 6 

6  Apr 4 
Chapter 14:1, 3, 5, 6 
Chapter 15: 1, 2, 4 

7  Apr 11 
Chapter 22: 1, 2, 7 
Chapter 23: 1 
Chapter 24: 1 

8  Apr 18 No tutorials 

9  May 2 No tutorials 

10 May 9 
Chapter 17: 1, 2, 4 
Chapter 18: 3, 4 

11 May 16 
Chapter 19: 1, 4, 8 
Chapter 20: 1, 3 

12 May 23 Chapter 28: 1 to 5  

13 May 30 
Chapter 29: 3 
Chapter 30: 1, 2 

 


