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PART A: COURSE-SPECIFIC INFORMATION 
 

1 STAFF CONTACT DETAILS 
The lecturer-in-charge of the subject is Dr Henry Yip (LIC). Henry is available for 
consultation on Thursday from 1 to 3 pm during teaching weeks by phone on 
93855870, email at h.yip@unsw.edu.au, and face to face in his office located on Level 
3, West Lobby, ASB Building.  
 
For email consultation, students must use UNSW student email and must not hide their 
email address in Outlook Properties. Otherwise, the email will be deleted automatically.  
 
A full list of tutors will be posted on Course Website. 
 
 

2 COURSE DETAILS 

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

1. Class 3166: Thursday, 16:00 to 18:00 in Chem Sc M17 
2. Class 10391: Thursday,   9:00 to 11:00 in CLB 6. 

 
Lectures start in Week 1 and finish in Week 13. There are no lectures in Week 12. 
Week 13 lectures are reserved for group presentation. There will be a maximum of six 
student teams in each lecture class presenting the group report on security valuation 
and stock recommendation.  
 
Students may locate the list of tutorial classes from the following web page: 

http://www.timetable.unsw.edu.au/current/FINS3641.html. 
 
Tutorials start in Week 2 to Week 12. There are no tutorials in Week 8. Week 13 
tutorials are reserved for group presentation. There will be a maximum of three student 
teams in each tutorial class presenting the group report on security valuation and stock 
recommendation. 
  
To facilitate class management, students must attend the class in which they are 
enrolled for all lectures and tutorials. 

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  
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. Anomalies observed against the efficiency of 
financial markets form the bases for quantitative stock selection models. 

2.4 Course Aims and Relationship to Other Courses 
The aim of FINS3641 is to equip and guide students to apply security valuation 
techniques employed by financial analysts. FINS3641 is an elective finance subject for 
students interested in pursuing a career in funds management, brokerage and 
investment banking. Pre-requisite for the course is FINS2624 Portfolio Management. 
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Students are expected to be very familiar with time value of money, asset pricing and 
option pricing models, financial statement analysis and capital budgeting. The course 
complements other funds management courses including FINS3640 Investment 
Management Modelling and FINS3642 Strategic Investment Management, and 
corporate finance courses including FINS3623 Venture Capital and FINS3625 Applied 
Corporate Finance. 

2.5 Student Learning Outcomes  
By the end of the course, you should be able to  

1. Explain the choice of alternative firm valuation models and alternative 
approaches to arrive at the inputs required by a given firm valuation model. 

2. Analyse the financial statements of a firm to collect, compute and/or estimate 
the inputs required by a firm valuation model. 

3. Apply discounted cash flow models and relative valuation multiples to arrive at 
the fair value of a firm and make a trade recommendation ((buy/hold/sell)) on 
the stock. 

4. Research relevant databases to look for firm-specific, industry-specific and/or 
market- specific information that may support judgement on a firm’s financial 
health, effectiveness of management, competitiveness, value and growth 
potential.   

5. Communicate security valuation analysis and trade recommendation by a 
professionally written report and an oral presentation. 

6. Collaborate with classmates to share and discuss the work required by the short 
quizzes conducted in lectures and/or the firm valuation assignment. 

ASB Graduate Attributes 

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

Learning 
Outcomes 

ASB Graduate Attributes ASB GA 
No. 

1, 2, 3, 4 Critical thinking and problem solving 1 
5, 6 Communication 2 
5, 6 Teamwork and leadership 3 
4, 6 Social, ethical and global perspectives 4 
1, 2, 3, 4 In-depth engagement with relevant disciplinary 

knowledge 
5 

1 to 6 Professional skills 6 
 
To see how the ASB Graduate Attributes relate to the UNSW Graduate Attributes, refer 
to 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. 
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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. 
 
While effective learning needs discipline and requires student commitment to  

 participate in, prepare for and revise all class activities,  
 work co-operatively and show courtesy in team-based assessments, 
 review and reflect the feedback provided after each and every assessment;  

effective teaching needs organisation and requires staff dedication to  

 design a coherent course schedule to enrich student knowledge,  
 write meaningful assessments that are relevant to the profession and in line 

with ASB graduate attributes and student learning outcomes, 
 provide timely feedback to help students gauge their achievements, identify 

their weaknesses and avoid the same mistake in subsequent assessments.  

3.2 Learning Activities and Teaching Strategies 
In lectures, we examine the art and tools of security analysis and valuation. Lectures 
are not just one-way presentations of the lecturer’s interpretation of the subject. 
Students come to lectures prepared to refresh/apply/share knowledge, participate in 
quizzes, exercise critical thinking, and practice discussion and oral communication.   
 
In tutorials, we discuss homework questions that are drawn from the textbook and/or 
the Security Analysis and Valuation (SAV) Template. We are grateful to the School of 
Banking and Finance for the seed funding needed to develop the SAV Template, and 
our past and present tutors, Eileen Kang and Aaron Chan, for their dedication, 
research, and contribution towards the writing of the SAV Template.  
 
To facilitate peer assistance and promote learning from one another, we may open 
discussion forums in Blackboard for students to post questions and/or answer 
questions raised by their fellow classmates. 
 
 

4 ASSESSMENT 

4.1 Formal Requirements 
In order to pass this course, students must achieve a composite mark of at least 50 
and make a satisfactory attempt at all assessment tasks.  
 
Students who fail to make a satisfactory attempt at all assessment tasks must achieve 
a composite mark of at least 65 in order to pass this course. For example, a student 
who does not participate in the group presentation task is deemed to have failed to 
make a satisfactory attempt at all assessment tasks. The student will receive an 
unsatisfactory failure grade for any composite mark between 50 to 64, and a failure 
grade for any composite mark that is below 50.  
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4.2 Assessment Details 

Assessment 
Task 

Weight 
Learning 
Outcomes 
assessed 

ASB 
Graduate 
Attributes 
assessed 

Length 
Due Date and time or 
Administration Period 

Quizzes 5% 1, 2, 6 1 to 6 n/a Lecture, Weeks 3 to 7 

SAV Template 10% 1 to 4 1, 4 to 6 n/a Tutorial, Ongoing 

Group Report 10% 1 to 6 1 to 6 20 pages Due 9 am sharp on Mon, 14 May 

Group 
Presentation 

10% 5, 6 2, 3, 6 12 mins Lecture and Tutorial, Week 13 

Final exam 65% 1 to 4 1, 4, 5 3 hrs. University Exam Period 

Total 100%     

 
Quizzes (cf. Sections 3.2 and 7) 
We will ask students 2 multiple-choice questions (MCQs) per lecture in weeks 3 to 7 or 
a total of 10 MCQs. Each MCQ has no more than four choices for students to decide. 
Students will get 0.5% (0%) per question for selecting the correct (incorrect) choice.  
 
To prepare for the quiz conducted in a given lecture week, students need to study the 
lecture readings suggested for the same week. For example, the two MCQs asked in 
Week 3 lecture are based on the readings prescribed for Week 3 lecture.  
 
The quiz may be conducted in the following manner. Each student will be given a set of 
four paper cards that are distinguished by the number printed on the card. The 
numbers are 1 to 4 to match the four choices given to the MCQs. We will give students 
limited time to make a decision for each question. Once the time is up, we will ask 
students to hold up the paper cards for scoring.  
 
Rather than telling students the correct answer on the spot, we may ask students to 
share the rationale of their choices first. Alternatively, we may ask students to discuss 
the question with their neighbours and make a team choice before sharing the rationale 
of the team selection. We intend to use the two forms of follow-up discussion to help 
students practice small-group discussions, speak up and learn from the immediate 
feedback provided by their peers or the lecturer. 
 
To run the quiz efficiently and effectively, we will implement a lecture seating plan and 
require full cooperation of students to observe the seating plan, and to share their 
thoughts openly with their fellow classmates. The seating plan will be posted on the 
course webpage by 5 pm on Mon in week 3. 
 
If you are absent for a lecture in which the quiz is held, you will receive 0% for that 
quiz. Students who are absent for 2 or more lectures in which the quiz is held are 
deemed to have failed to make a satisfactory attempt at all assessment tasks.  
 
SAV (Security Analysis and Valuation) Template (cf. Sections 3.2, 6 and 7) 
The SAV Template is a portfolio of integrated and sequential exercises that evolve into 
an informed valuation of a publicly listed company. The tutor will inform you which 
company is selected for the SAV exercise. 
 
The SAV Template serves the following purposes:  

 to give students a real scenario of security analysis and valuation 
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 to guide students through the early steps of SAV that entail knowing the company 
to be valued, making informed judgement on the choice of inputs, collecting and 
estimating the inputs, and applying the inputs to security valuation models  

 to motivate active student preparation for, and participation in, tutorials  

 for tutors to assess student level of understanding of the above steps of SAV 

 and last but not least, to facilitate the provision of feedback (by tutors) and usage 
of feedback (by students) for reflective learning and to make corrections, if any, 
before completing the next step of SAV to write a report on security valuation and 
stock recommendation. 

 
We will allocate questions from the SAV Template to the schedule of weekly 
homework. We will inform students of the allocation and release the SAV Template on 
the course web page no later than 5 pm on Friday, 2 March. 
 
For tutorial weeks in which homework has questions drawn from the SAV Template, 
submit a hardcopy of the answers to the SAV Template questions only (i.e., do not 
include answers to textbook questions in the submission) to your tutors in person 
during tutorials. Your tutor will grade the submissions accordingly and add the marks 
towards the 10% allocated to the SAV Template. Late submission will not be accepted. 
 
For tutorial weeks in which homework does not have any questions drawn from the 
SAV Template, no submission is needed. 
 
Students who fail to submit homework in person in two or more tutorial weeks are 
deemed to have failed to make a satisfactory attempt at all assessment tasks. 
 
Group Report 
The group report is a team-based assessment. We will group students in the same 
tutorial class into teams of five. In tutorials with enrolment that is not divisible by 5, we 
will organise the odd students from different tutorial classes into teams of no more than 
five members. We will inform students of the details of their team no later than Week 6 
tutorials commencing 2 April.  
 
By the time we form students into teams, individual students will be equipped with their 
own (close to completed) SAV Template and experience in the early steps of SAV. It’s 
time for students to join force to commence the final stage of, and finish off, the SAV 
exercise by producing a professionally written trade recommendation report on the 
company under valuation for dissemination to interested parties. The purpose of the 
group report is to foster teamwork, peer support and research, and to role-play the day-
to-day activities of a team of security analysts. 
 
I will post a sample SAV report no later than 9 am Monday, 2 April. The sample report 
was prepared by a team of UNSW students who took part in the 2011 CFA Institute 
Research Challenge. We are grateful to the CFA Institute, the copyright owner of the 
sample report, for permitting us to provide the copyright material to our students. 
Students must use the sample report strictly for the purpose of the group report and 
must not distribute the sample report in any form.    
 
Grading of the group report is based on how well the team  

 captures the highlights of the company to support and convince readers of the 
trade recommendation, 
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 informs readers of the company business and the strategies adopted by 
management,  

 addresses the markets or industries in which the company operates and the 
competitive positioning of the company relative to its peers, 

 conducts and presents the valuation of the company, 

 analyses the business and financial risks of the company, and  

 supports the report with relevant tables and diagrams. 
 
The group report must not exceed 20 printed pages. The font size of the body of text 
must not be less than 11. For tables and figures, the minimum font size is 10. Students 
who do not observe any of the above requirements will lose 2 marks. 
 
Regarding submission of the group report, each student team must submit 

 one soft copy of the group report via Turnitin on or before 9 am, Monday, 14 May, 
and 

 one hard copy to the tutor in person during tutorials held in week 11 commencing 
Monday, 14 May  

 
Soft copy submission after 9 am on Monday, 14 May is considered late. Late 
submission will carry a penalty of 2 marks per block of 24 hours. This means 2 marks 
will be deducted from a group report that is one minute or 23 hours late. This also 
means that students whose team submission occurs after 9 am on Friday, 18 May will 
receive zero mark for the group report. 
 
Once the soft copy is submitted, the submission is final and no further soft copy 
submission in any form is allowed and accepted. Students in teams that submit a hard 
copy that is different from the soft copy in any form will get zero mark and be deemed 
to have failed to make a satisfactory attempt at all assessment tasks. 
 
Students in teams that fail to submit the group report or submit the group report after 9 
am on Friday, 18 May are deemed to have failed to make a satisfactory attempt at all 
assessment tasks.  
 
Group Presentation 
To conclude the SAV exercise, we will ask student teams to take turn and make an oral 
presentation of their analysis and trade recommendation to the lecturer and/or tutors in 
week 13 commencing 28 May.  
 
We will allocate and inform each student team a specific time and location to do the 
group presentation no later than 9 am on Monday, 21 May. We will use the usual 
lecture and tutorial times and rooms for the group presentations.  
 
I will post a sample oral presentation no later than 9 am on Monday, 21 May. The 
sample presentation was made by the same team of UNSW students who participated 
in the 2011 CFA Institute Research Challenge. Once again, I would like to express my 
gratitude to the CFA Institute, the copyright owner of the recording, for permitting our 
School to provide the copyright material to our students. Students must use the sample 
oral presentation strictly as a guide for their own presentation and must not distribute 
the sample oral presentation in any form. 
 
Grading of the group presentation is based on how well the team  

 articulates the arguments for the trade recommendation 
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 covers the crucial aspects of the business of the company, the market and/or 
industry in which the company operates 

 presents the valuation of the company 

 identifies the risks faced by the company, and 

 last but not least, shows confidence in the presentation  
 
All members of the team must be present for and participate in the group presentation. 
Students who fail to join their team for the oral presentation are deemed to have failed 
to make a satisfactory attempt at all assessment tasks. 
 
Final Exam 
The final exam is based on lecture materials taught from week 1 to week 11. The 
paper contains multiple-choice, numerical and short-answer questions to address the 
learning outcomes and graduate attributes suggested in Section 4.2. The purpose of 
the final exam is to assess and inform students of their level of understanding across 
the entire content of the course.  
 
Students may find out the exam date, time and venue from MyUNSW. Students are 
deemed to have read and be fully aware of the exam rules posted on MyUNSW, 
https://my.unsw.edu.au/student/academiclife/assessment/examinations/examinations.html. 
 
Students may use UNSW approved calculators only. 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. 
 
 
 
 
 
 
 
 
 
 
 
 
 

5 COURSE RESOURCES 
The website for this course is on UNSW Blackboard at: 
http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp 
   
The textbook for this course is: Damodaran, Aswath, 2002, Investment Valuation 
(University Edition) 2ED, John Wiley & Sons. 
 
 

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 surveys and end of semester CATEI evaluations.  

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. 
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Feedback from students in previous semesters indicated that they found the security 
analysis and valuation assignment challenging and to do well in the assignment, 
needed further guidance beyond the materials provided by the textbook. As a result of 
this feedback, we will introduce a case study published by the Harvard Business 
School to provide students a solid example of security analysis and valuation. I have 
also sought the assistance of Aaron Chan and Eileen Kang to develop a Security 
Analysis and Valuation Template (cf. Sections 3.2, 4.2 and 7). The template serves two 
purposes, firstly to help students understand and manage the tasks required by the 
assignment, and secondly, for inclusion in the tutorial program to promote student 
preparation for homework and tutorial discussion, and to facilitate the provision of on-
going feedback by the tutors.   
 
 

7 COURSE SCHEDULE 
The course schedule below presents, whenever applicable, a weekly break-down of  

 lecture topics;  

 readings for lecture preparation and/or preparation for the short quizzes 
conducted in lectures;  

 homework for tutorial preparation and discussion;  

 supplementary questions for private practice and learning; and/or 

 administration or due dates of course assessments.  
 
The homework questions are tentative and subject to change. At the time of writing the 
course outline, we are still developing the Security Analysis and Valuation Template 
(cf. Sections 3.2 and 4.2). Once the SAV Template is completed, we will update and 
revise the content of Homework. Homework questions that are listed below but 
removed to make room for the SAV Template questions will go to the list of 
supplementary questions. We will inform students of the change via the course web 
page no later than 5 pm on Friday, 2 March.  

Tutors will not discuss nor ask students to answer supplementary questions in tutorials. 
We recommend supplementary questions beyond the tutorial program for students to 
further exercise critical thinking and develop problem solving skill.  

We will post solutions to homework and supplementary questions that are extracted 
from the textbook only. We will not post solutions to questions that are drawn from the 
SAV Template as there are no set answers for these questions. Should you have any 
problems understanding the solutions provided for the textbook questions and/or 
tutorial discussions, do not hesitate to contact your tutor for assistance.  

Part 1 – INTRODUCTION TO SECURITY VALUATION 

Week 1, 27 Feb: Introduction, the role of & approaches to valuation 

i. Lecture Topics:  
 An overview of the purpose and assessment of this course 
 The role of valuation in portfolio management 
 Approaches to valuation  

ii. Readings for Week 1 lecture: Course Outline, lecture notes, Damodaran 
Chapters 1 & 2 
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iii. Homework for Week 2 tutorial: 
 Damodaran, Chapter 1 – Questions 1 to 3 
 Damodaran, Chapter 2 – Questions 1 to 4 

Question 4 is revised as follows: 
You are estimating the price-earnings multiple to use to value 
Paramount Corporation by looking at the average price-earnings 
multiple of comparable firms. The following are the price-earnings 
ratios of firms in the entertainment business: 
 Disney (Walt) with a PE of 22.09 
 Time Warner with a PE of 36.00 
 King World Productions with a PE of 24.10 
 New Line Cinema with a PE of 26.70 

A) What is the average PE ratio? 
B) Would you use all the comparable firms in calculating the 

average? Why or why not? 
C) What assumptions are you making when you use the industry-

average PE ratio to value Paramount Corporation? 
 

Part 2 – DISCOUNTED CASH FLOW VALUATION MODELS 

Week 2, 5 March: Estimating Discount Rates 

i. Lecture 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 

ii. Readings for Week 2 lecture: Lecture notes, Damodaran Chapters 7 and 8 

iii. Homework for Week 3 tutorial: 
 Damodaran, Chapter 7 – Questions 2, 7, 9, 11 
 Damodaran, Chapter 8 – Questions 1, 8 

Hint: You will need to use Table 7.3 in Chapter 7, page 162 for 
Question 1. 

 

Week 3, 12 March: Measuring Earnings & Estimating Free Cash Flows  

i. Lecture Topics: 
 From accounting earnings to free cash flows to the firm and to equity  
 Consideration of tax and reinvestment needs in cash flows estimation  

ii. Readings for Week 3 lecture and short-quiz: Lecture notes, Damodaran 
Chapters 9 and 10 

iii. A short-quiz on week 3 lecture readings will be conducted in Week 3 lecture  

iv. Homework for Week 4 tutorial: 
 Damodaran, Chapter 9 – Questions 1, 4, 5 
 Damodaran, Chapter 10 – Questions 1, 2 

v. Supplementary question: Damodaran, Chapter 10 – Question 3 
 

Week 4, 19 March: Estimating Growth and Terminal Value 

i. Lecture Topics: 
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 Sources for growth rates – historical data, analyst estimates and firm 
fundamentals 

 Estimating the terminal value of a firm 

ii. Readings for Week 4 lecture and short-quiz: Lecture notes, Damodaran 
Chapters 11 and 12 

iii. A short-quiz on week 4 lecture readings will be conducted in Week 4 lecture 

iv. Homework for Week 5 tutorial: 
 Damodaran, Chapter 11 – Questions 2, 5 

Note the missing information for Question 5: You may “Estimate the 
expected revenues and operating income/loss for each of the next 
five years” using: 
1. the arithmetic average method 
2. a linear change. 

 Damodaran, Chapter 12 – Questions 1, 5, 6 

v. Supplementary question: Damodaran, Chapter 12 – Question 7 
 

Week 5, 26 March: Dividend Discount Models (DDMs) and Free Cash Flow to 
Equity (FCFE) Discount Models 

i. Lecture Topics: 
 Constant growth and multi-stage dividend discount models  
 Constant growth and multi-stage FCFE discount models  
 Free cash flows to equity compared to dividends 

ii. Readings for Week 5 lecture and short-quiz: Lecture notes, Damodaran 
Chapters 13 and 14 

iii. A short-quiz on week 5 lecture readings will be conducted in Week 5 lecture 

iv. Homework for Week 6 tutorial: 
 Damodaran, Chapter 13 – Questions 1, 3, 4, 5 

For Questions 5, assume a market risk premium of 5.51% 
 Damodaran, Chapter 14 – Questions 1, 3 

v. Supplementary questions: 
 Damodaran, Chapter 13 – Questions 2, 6 
 Damodaran, Chapter 14 – Questions 5, 6 

 

Week 6, 2 Apr: Free Cash Flow to the Firm (FCFF) Discount Models and 
Valuing Negative Earnings 

i. Lecture Topics: 
 Free cash flows to the firm compared to the other cash flow measures 
 Valuation of FCFF using the cost of capital approach 
 Causes of negative earnings and consequent adjustments to the 

traditional valuation model 

ii. Readings for Week 6 lecture and short-quiz: Lecture notes, Damodaran 
Chapters 15 and 22 

iii. A short-quiz on week 6 lecture readings will be conducted in Week 6 lecture 

iv. Homework for Week 7 tutorial: 
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 Damodaran, Chapter 15 – Questions 1, 2 
For Question 2 assume a stable reinvestment rate of 60% 

 Damodaran, Chapter 22 – Questions 1, 2 
Question 2 is revised as follows:  
GM motors reported a deficit per share of $4.85, following losses in 
the two earlier years. (The average earnings per share is negative.) 
The company had capital with a book value of $25 billion and spent 
almost $7 billion on capital expenditures in 1993, which was partially 
offset by $6 billion depreciation. The firm paid interest of $1.4 billion 
and intends to maintain its debt to capital ratio (D/(D+E)) of 50%. The 
working cap requirements of the firm are negligible. The stock has a 
beta of 1.10 In the last normal period of operations (1986-89) the firm 
earned an average return on capital of 12%. The treasury bond rate 
was 7% and the market risk premium is 5.5%.  
Once earnings are normalised, GM expects them to grow 5% a year 
and cap ex and depreciation to grow at the same rate. 
a. Estimate the value per share of GM, assuming earnings are 

normalised instantaneously  
b. How would your valuation be affected if GM is not going to reach 

its normalized earnings until 1995 (in two years) and it is assumed 
there are no earnings for the first two years?  

v. Supplementary Question: Damodaran, Chapter 22 – Questions 7 (Revised as 
per below): 

Tenet Telecommunications is in serious financial trouble and has just 
reported an operating loss of $500 million on revenues of $5 billion. The 
firm also had cap ex of $1.8 billion and depreciation of $800 million in the 
most recent financial year, and no significant noncash working capital 
requirements. 
 
You assume that: 
 Revenues will continue to grow 10% a year for the next 5 years and 5% 

into perpetuity.  Growth of FCFF will be 5% into perpetuity as well.  
 EBITDA as a percentage of sales will increase in linear increments from 

existing levels to 20% of revenues in year 5. It will then remain at 20% 
thereafter. 

 Depreciation will remain at $800 million a year or the next 5 years then 
also grow into perpetuity by 5% 

 Capital expenditures will be instantly cut to $600 million and will remain 
at $600 million for the next 5 years.  

 The net operating loss carried forward is $700 million.  
 Return on Capital in perpetuity after year 5 will be 10%. 
 Cost of Capital for the firm is 9% in perpetuity. 

 
a. Estimate the EBITDA, EBIT and after-tax EBIT for the firm each year for 

the next five years, assuming a corporate tax rate of 40%. 
b. Estimate the FCFF each year for the next five years.  
c. Estimate the Terminal Value of the firm 
d. Estimate the value of the firm today 
e. How would your valuation change if you were told that there is a 20% 

change that the firm will go bankrupt and that assets will have a distress 
sale value amounting to 60% of the current book value of $1.25 billion? 
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Mid-Session Break Week: 9 – 13 Apr  

 

Week 7, 16 Apr: Case Study  

i. Lecture Topics: Cash Flow Projections, Terminal Values, Valuation, Operating 
Projections, Enterprise and Equity Value, Sensitivity Analysis, Weighted 
Average Cost of Capital 

ii. Readings for Week 7 lecture and short-quiz: Mercury Atheletic: Valuing the 
Opportunity, Harvard Business Publishing Brief case 

iii. A short-quiz on week 7 lecture readings will be conducted in Week 7 lecture 

iv. No homework for, and no tutorial in, Week 8 

 
Part 3 – RELATIVE VALUATION MODELS 

Week 8, 23 Apr: Fundamental Principles, Earnings Multiples 

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

ii. Readings for Week 8 lecture: Lecture notes, Damodaran Chapters 17 and 18 

iii. Homework for Week 9 tutorial: 
 Damodaran, Chapter 17 – Questions 1, 2, 4 
 Damodaran, Chapter 18 – Questions 3, 4 

 

Week 9, 30 Apr: Book Value, Revenue, and Sector-Specific Multiples 

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

ii. Readings for Week 9 lecture: Lecture notes, Damodaran Chapters 19 and 20 

iii. Homework for Week 10 tutorial: 
 Damodaran, Chapter 19 – Questions 1, 4, 8 
 Damodaran, Chapter 20 – Questions 1, 3 

 
Part 4 – CONTINGENCY CLAIM MODELS 

Week 10, 7 May: Valuation Implications of the Option to Expand, and 
Valuing firms in Distress 

i. Lecture Topics: 
 Application of option pricing models to the valuation of financial flexibility 
 Application of option pricing models to the valuation of firms in distress 

ii. Readings for Week 10 lecture: Lecture notes, Damodaran Chapters 29 and 30 

iii. Homework for Week 11 tutorial: 
 Damodaran, Chapter 29 – Question 2 
 Damodaran, Chapter 30 – Questions 1, 2 
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Part 5 – CONCLUSION 

Week 11, 14 May: Conclusion and Revision 

i. Lecture Topics: 
 An overview and summary of the course  

ii. Readings for Week 11 lecture: Lecture notes, Damodaran Chapter 35 

iii. No homework for Week 12 tutorial. Your tutor will give you a revision tutorial. 

iv. Group Report due 9 am on Monday, 14 May (cf. Section 4.2) 

Submission: One soft-copy submission per student team via Turnitin in 
Blackboard on or before due date and time 

 One hard-copy submission per student team in person during 
tutorial held in week 11 commencing 14 May 

 

Week 12, 21 May: No lecture. (Revision) Tutorials will run as usual. 
 

Week 13, 28 May: Group Presentation Week (cf. Section 4.2) 

Each student team will be given a 12-minute time-slot during lecture or tutorial in 
week 13 to present the group report on security valuation and stock 
recommendation. Students need to attend the presentation of their own team. 
Students are not required, and will not be allowed, to attend presentations 
delivered by other student teams.  

We may record the presentations for illustration and student reference in future 
semesters.  
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PART B: KEY POLICIES, STUDENT RESPONSIBILITIES AND 
SUPPORT  
 

1 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 and ELISE Plus tutorials 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 
web page:  
http://www.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/ref
erencingandplagiarism.aspx 
 
 

2 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’, ‘Student Responsibilities’, ‘Workload’ and policies such as 
‘Occupational Health and Safety’. 
. 

2.1 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.  
 

2.2 Attendance 
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Your regular and punctual attendance at lectures and seminars is expected in this 
course. University regulations indicate that if students attend less than 80% of 
scheduled classes they may be refused final assessment.  
 

2.3 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 
 

2.4 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.ohs.unsw.edu.au/. 
 

2.5 Keeping Informed 
 
You should take note of all announcements made in lectures, tutorials or on the course 
web site.  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. 
 
 

3 SPECIAL CONSIDERATION AND SUPPLEMENTARY 
EXAMINATIONS 

 
You must submit all assignments and attend all 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. All applications for special consideration must be lodged online through 
myUNSW within 3 working days of the assessment (Log into myUNSW and 
go to My Student Profile tab > My Student Services channel > Online Services 
> Special Consideration). Then submit the originals or certified copies of your 
completed Professional Authority form (pdf - download here) and other 
supporting documentation to Student Central. For more information, please 
study carefully the instructions and conditions at: 
https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html. 

2. Please note that documentation may be checked for authenticity and the 
submission of false documentation will be treated as academic misconduct. The 
School may ask to see the original or certified copy.  
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3. Applications will not be accepted by teaching staff. The lecturer-in-charge will 
be automatically notified when you lodged an online application for special 
consideration. 

4. Decisions and recommendations are only made by lecturers-in-charge, not by 
tutors. 

5. Applying for special consideration does not automatically mean that you will be 
granted a supplementary exam or other concession. 

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

 
ASB Policy on requests for Special Consideration for Final Exams in 
Undergraduate Courses: 
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 students making a satisfactory 
attempt at all the other assessment items (see Section 4, Part A: Course 
Specific Information) and meeting the obligation to have attended 80% of 
tutorials. 

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, 2012 are: 
10 July 2012 – exams for the School of Accounting 
11 July 2012 – exams for all Schools other than Accounting and Economics 
 12 July 2012 – 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 
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will not entitle the student to have the original exam paper marked and may 
result in a zero mark for the final exam. 

 
If you attend the regular final exam, you are extremely unlikely to be granted a 
supplementary exam. Hence if you are too ill to perform up to your normal standard in 
the regular final exam, you are strongly advised not to attend. However, granting of a 
supplementary exam in such cases is not automatic. You would still need to satisfy the 
criteria stated above. 
 

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/supplementa
ryexamprocedures.pdf. 

 
Special consideration and assessments other than the Final exam: 
Special considerations in assessments other than for final exams are evaluated on a 
case by case basis.  
 
 

4 STUDENT RESOURCES AND SUPPORT  
 
The University and the ASB provide a wide range of support services for students, 
including: 

 ASB Education Development Unit  (EDU) (www.business.unsw.edu.au/edu) 
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   

 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 ) 
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  

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

 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:  Level 2, Quadrangle 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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