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PART A: COURSE-SPECIFIC INFORMATION 

 

1 STAFF CONTACT DETAILS 

 

Dr. Jin Yu (Lecturer in Charge)  

Email address: jin.yu@unsw.edu.au 

Phone Number: 9385 7886 

Location: ASB Building Room Number 344A 

Consultation Times: by appointment 
 
 

2 COURSE DETAILS 

2.1 Teaching Times and Locations 

 

Tuesday 18:00-21:00 @ Quad 1049 

2.2 Units of Credit 

 

This course has 6 units of credits. 

2.3 Summary of Course  

 

This is a postgraduate course. The course focuses on important studies in the 

literature on contract theory and corporate finance theory. I decide to leave out an 

interesting topic, namely corporate governance, because it is studied in another 

postgraduate course (FINS 5577). In addition, I only cover contract theory papers 

that directly examine topics in corporate finance. Hence, the course aims to cover 

contract theory, agency models, real option models, firm decision making under 

uncertainty, and asymmetric information models with applications to financing 

decisions and investment decisions.  
 

2.4 Course Aims and Relationship to Other Courses 

 

The aims of this course are threefold: first, is to give you a working knowledge of 

key papers in the applied contract theory and corporate finance literature; and 

second, is to expose you to solution methods to be used in your own future 

research; and third, is to develop your ability to critically evaluate theoretical 

corporate finance models.  

 

The course is at postgraduate level. Ideally, you are expected to be interested in 

corporate finance theory and have some background in probability theory, Game 

theory, as well as optimal control theory. I design the course in a way that the 

overlap between the course and ECON4350/6350 (Special Topics in Economics) as 

well as with FINS5577 (Special Topics in Corporate Finance: Corporate 

Governance) is minimized.   
 

mailto:jin.yu@unsw.edu.au
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2.5 Student Learning Outcomes  

 

By the end of this course, you should be able to:  

1. be acquainted with a number of influential papers in this area, 

2. be familiar with major corporate finance models,  

3. be familiar with the current literature and research trends in this area,  

4. master the major solution methods employed in theoretical models, 

5. critique and identify strengths and weaknesses of research papers in this area, 

6. ask interesting and relevant research questions for potential study.  

 
ASB Graduate Attributes 
 

This course contributes to your 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:  
 

Course 

Learning 

Outcomes 

ASB Graduate Attributes 

1,2,4,5,6 
1. Critical thinking and problem solving 

 
2. Communication 

 
3. Teamwork and leadership 

 
4. Social, ethical and global perspectives 

1,2,3,4,5 
5. In-depth engagement with relevant disciplinary knowledge 

1-6 
6. Professional skills 

 

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 teaching material in this course is partly based on journal articles but 

Theoretical Foundations of Corporate Finance by de Matos is a good companion to 

the course.  This course is composed of weekly three-hour meeting where there will 

usually be lectures and class discussions. In addition, you will be assigned one 

research paper that you have to present to the class. Finally, there will be a 

referee’s report on a selected recent working paper due at the end of the course.   
 

http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/Pages/default.aspx
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3.2 Learning Activities and Teaching Strategies 

 

You are advised to follow several suggestions listed below in order to maximize 

your benefit from attending the course: 

 
1. Read the reading assignments thoroughly, even for those papers presented by 

the other students of the class.    

2. Be prepared to bring in the class relevant topics for discussions, to ask critical 

questions, and to answer questions about the reading assignments.  

3. Be punctual and present in all meetings.  

4. Actively take part in class discussions and interact with the lecturer and the 

rest of the class.  

5. Try to solve questions on your own and, of course, feel free send me inquiries 

through email.  

 

The above requirements are very necessary to make sure the student learning 

outcomes stated in the previous section are achieved. Lectures, class discussions, 

presentations and the referee report are all intended to assist your learning 

process.  
 
 

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 (see below). 
 

4.2 Assessment Details 

 

 

Assessment 

Task 

Weighting Learning 

Outcomes 

assessed 

ASB Graduate 

Attributes 

assessed 

Length Due Date 

1. Oral 

Presentation 

45% 1, 2, 3, 4  1, 2, 5, 6 N/A 
Ongoing 

2. Referee 

Report 

45% 1, 2, 3, 5 1, 5, 6 2 pages  
TBA 

3. Participation 

and Class 

Discussions 

10% 1, 2, 3, 6 1, 2, 5, 6 N/A Ongoing 

 

The assessment tasks on this course are: 

1. Oral presentation: You should choose a journal article from a pool of papers 

and give one oral presentation to the class. A presentation should identify and 
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emphasize a) the general context and the position of the paper in the area in 

terms of the questions addressed and major contributions made; b) main 

assumptions of the paper; c) main results and the economic intuition behind 

the results.  

2. Referee report: You will be assigned a recent working paper in the area and are 

required to write a professional referee report. Your referee report should:  a) 

summarize the main contributions of the paper; b) provide authors comments, 

criticisms, and suggestions in order to improve the quality of the paper; and c) 

make your precise recommendation to the editor.  

3. You should come to class with a thorough understanding of the assigned 

readings as well as the assigned papers presented by other students. You are 

expected to ask critical questions and answer relevant questions.  
 

4.3 Late Submission 

 

Late submission of referee report in this course will not be accepted.  
 
 

 

 

 
 

 

 

 

 

5 COURSE RESOURCES 

 

1. Reference Book:  

Joao Amaro de Matos, Theoretical Foundations of Corporate Finance, Princeton 

University Press, 2001.  

2. Lecture Notes: will be distributed through Blackboard. 

3. Library Link: http://info.library.unsw.edu.au/web/services/services.html. 
 
 

6 COURSE EVALUATION AND DEVELOPMENT 

 

The course is recently developed but similar subject has been taught at other 

universities over a long period. As a consequence the contents are reduced to the 

essentials. Nevertheless, continual feedback is sought from students during the 

semester. Further, UNSW’s Course and Teaching Evaluation and Improvement 

(CATEI) process is one of the ways in which student feedback is gathered.  
 
 

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. 
 

http://info.library.unsw.edu.au/web/services/services.html
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7 COURSE SCHEDULE 

 

There will be 12 lectures and will be a set of lecture notes. Lecture notes and 

required reading assignments will be provided via the course webpage on 

Blackboard.  

 

Week 1: Static Optimal Control and Financial Contracting I 

Readings: Lecture Notes on optimal control; Gale and Hellwig (1985)  
 

Week2: Financial Contracting II 

Readings: Bolton and Scharfstein (1990); Faure-Grimaud (2000); Faure-Grimaud 

and Mariotti (1999) 

 

Week3: Financial Contracting III    

Readings: Innes (1990); Aghion and Bolton (1992) 

  

Week 4&5: Debt Contract Design  

Readings: Diamond (1991); Hart and Moore (1994); Berglof and von Thadden 

(1994); Bolton and Scharfstein (1996); Zwiebel (1996); de Matos – CH 5 

 

Week 6: Incentives, Asymmetric Information, and Signalling I 

Readings: Ross (1977); Leland and Pyle (1977); Myers and Majluf (1984); de Matos 

– CH 3   

 

Week 7: Incentives, Asymmetric Information, and Signalling II 

Readings: Miller and Rock (1985); John and Williams (1985); Kraser (1986); de 

Matos - CH 4 

 

Week 8: Mergers and Acquisitions and Large Shareholders Control  

Readings: Grossman and Hart (1980); Shleifer and Vishny (1986); Burkart, Gromb, 

and Panunzi (1997); de Matos – CH 8  

 

Week 9: Liquidity-control Trade-off  

Readings: Holmstrom and Tirole (1993); Maug (1998)  

 

Week 10: Financial Structure and Product Market Competition 

Readings: Brander and Lewis (1986); Showalter (1995); Maksimovic (1988)  

 

Week 11: Continuous Time Tool Box and Trade-off Theory  

Reading: Lecture notes on continuous time tool box; Leland (1994); Mella-Barral 

and Perraudin (1997);  

 

Week 12: Q Theory  

Reading: Hayashi (1982); Hennessy (2004)  
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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 ASB Referencing and Plagiarism 
webpage (ASB >Learning and Teaching>Student services>Referencing and 
plagiarism)   
 
 

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.  
 
 

http://www.lc.unsw.edu.au/plagiarism/index.html
http://info.library.unsw.edu.au/skills/tutorials/InfoSkills/index.htm
http://www.lc.unsw.edu.au/plagiarism/plagquiz.html
http://www.lc.unsw.edu.au/onlib/ref.html
http://www.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/referencingandplagiarism.aspx
http://www.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/referencingandplagiarism.aspx
https://my.unsw.edu.au/student/atoz/A.html


FINS5580 – Contract Theory and Corporate Finance Theory   2 

2.2 Attendance 

 
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. 

https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html
https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html
http://www.ohs.unsw.edu.au/
https://my.unsw.edu.au/student/academiclife/ProfessionalAuthority.pdf
https://my.unsw.edu.au/student/atoz/SpecialConsideration.html#Supportingdocumentation
https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html
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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.  

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. 

  
 
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. 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. 

 

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. 

 

 
 
 

 

http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamprocedures.pdf
http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamprocedures.pdf
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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   

 

 

 

http://www.business.unsw.edu.au/edu
mailto:edu@unsw.edu.au
http://www.elearning.unsw.edu.au/
mailto:itservicecentre@unsw.edu.au
http://www.lc.unsw.edu.au/
http://info.library.unsw.edu.au/web/services/services.html
https://www.it.unsw.edu.au/students/index.html
http://www.counselling.unsw.edu.au/
http://www.studentequity.unsw.edu.au/

