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Syllabus

Course Overview

This course introduces financial concepts that are essential for the business professional to understand
and apply in for-profit enterprises. An exploration of important financial tools and techniques that all
business stakeholders should have in their knowledge quivers will be examined and applied. In
particular, ways that financial methods can be employed to create shareholder value will be identified
and evaluated. 

Course Structure

This course is designed around three major themes.

Telling the Financial Story

Units 1–2. The first two weeks explore how financial statements tell a story, how to conduct a financial
analysis, and how to interpret ratio computations.

Maximizing Shareholder Value

Units 3–6. During these weeks, you will use capital budgeting tools to compute future project cash flows
and compare them to upfront costs, evaluate capital projects and make appropriate decision
recommendations, and prepare reports to present evaluation results.

Growth, Risk, and Return

Units 7–10. The final weeks of the course allow you to utilize financial strategies that will increase the
price of a stock, calculate weighted average cost of capital (WACC) and capital structure, and evaluate
how financial strategies impact the capital structure.

Career in the Courseroom

Gaining academic credentials by completing your program is an important step in your
career development, but it is only one piece of the puzzle. Connecting with people, gaining knowledge
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and/or experience, and learning how to market yourself in your field are also necessary for
career management and success.

It is never too early to take action! The Capella University Career Center has resources and tools
on career exploration and job search to help learners and alumni manage their career at every stage.

Be sure to check out Capella Connect, a career networking and mentoring platform for learners
and alumni.

Course Competencies

To successfully complete this course, you will be expected to:

Course Prerequisites

MBA5008; ACC5210 or MBA5010.

Apply the theories, models, and practices of finance to the financial
management of an organization.

1

Analyze financing strategies to maximize stakeholder value.2

Apply financial analyses to business planning and decision making.3

Use data to support evidence-based financial decisions.4

Communicate financial information with multiple stakeholders.5

https://campustools.capella.edu/redirect.aspx?linkid=1624
https://campustools.capella.edu/redirect.aspx?linkid=4900
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Syllabus  Course Materials

Required

The materials listed below are required to complete the learning activities in this course.

Integrated Materials

Many of your required books are available via the VitalSource Bookshelf link in the courseroom, located
in your Course Tools. Registered learners in a Resource Kit program can access these materials using
the courseroom link on the Friday before the course start date. Some materials are available only in
hard-copy format or by using an access code. For these materials, you will receive an email with further
instructions for access. Visit the Course Materials page on Campus for more information.

Book

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill. ISBN: 9781259289903.

Library

https://campus.capella.edu/course-materials/home
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The following required readings are provided in the Capella University Library or linked directly in this
course. To find specific readings by journal or book title, use Journal and Book Locator. Refer to the
Journal and Book Locator library guide to learn how to use this tool.

Choy, E. K. (2017). Let the story do the work: The art of storytelling for business success.
Nashville, TN: AMACOM.
How Warren Buffett thinks about risk [Blog post]. (2016, March 9). Newstex Global Business
Blogs.
Klontz, B. T., & Horwitz, E. J. (2017). Behavioral finance 2.0: Financial psychology. Journal of
Financial Planning, 30(5), 28–29.

External Resource

Please note that URLs change frequently. While the URLs were current when this course was designed,
some may no longer be valid. If you cannot access a specific link, contact your instructor for an
alternative URL. Permissions for the following links have been either granted or deemed appropriate for
educational use at the time of course publication.

Beers, B. (2018, February 9). How is debt "a relatively cheaper form of finance than equity"?
Retrieved from https://www.investopedia.com/ask/answers/05/debtcheaperthanequity.asp
Buffett, W. (1984, May 17). The superinvestors of Graham-and-Doddsville. Retrieved
from https://www8.gsb.columbia.edu/articles/columbia-business/superinvestors
Edspira. (n.d.). Capital stock (common stock and preferred stock) [Video] | Transcript  Retrieved
from https://www.youtube.com/watch?v=TZ2uWgtQXBo
Edspira. (n.d.). Weighted average cost of capital (WACC) [Video] | Transcript Retrieved
from https://youtu.be/46oLXwClvkw
Finance and Accounting Videos by Prof Coram. (n.d.). Profitability index calculation using
Excel [Video] | Transcript Retrieved from https://www.youtube.com/watch?v=1CcRIdUU3sw
Harper, D. (2018, February 18). Forces that move stock prices. Retrieved
from https://www.investopedia.com/articles/basics/04/100804.asp
McCracken, M. (n.d.). Bond valuation [Video] | Transcript Retrieved
from http://www.teachmefinance.com/bondvaluation.html
Moy, R. (2013). Short term financial planning – uses and sources of cash [Video] | Transcript
Retrieved from https://www.youtube.com/watch?v=waO9sBRaSDc
Nockolas, S. (2015). How do you calculate payback period using Excel? Retrieved
from https://www.investopedia.com/ask/answers/051315/how-do-you-calculate-payback-period-
using-excel.asp
One Minute Economics. (2016). Financial statements explained in one minute: Balance sheet,
income statement, cash flow statement [Video]. Retrieved from https://www.youtube.com/watch?
v=6GVVTfj7ndc
Pysh, P. (2012). What is financial risk [Video] | Transcript Retrieved
from https://www.youtube.com/watch?v=-4mXnFK0ecM

http://campustools.capella.edu/redirect.aspx?linkid=1678
http://capellauniversity.libguides.com/journalbooklocator
https://share.capella.edu/functional/opux/CCD/Course_Materials/_vti_bin/owssvr.dll?CS=65001&XMLDATA=1&RowLimit=0&View={AF037E93-978B-49E4-92D6-9E65EC0EA079}
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1771445829%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1902613104%3Faccountid%3D27965
https://www.investopedia.com/ask/answers/05/debtcheaperthanequity.asp
https://www8.gsb.columbia.edu/articles/columbia-business/superinvestors
https://www.youtube.com/watch?v=TZ2uWgtQXBo
http://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalStock_transcript.asp
https://youtu.be/46oLXwClvkw
http://media.capella.edu/CourseMedia/MBA5014/transcripts/WeightedAvgCost_transcript.asp
https://www.youtube.com/watch?v=1CcRIdUU3sw
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/ProfitabilityIndex_transcript.asp
https://www.investopedia.com/articles/basics/04/100804.asp
http://www.teachmefinance.com/bondvaluation.html
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/BondValuation.asp
https://www.youtube.com/watch?v=waO9sBRaSDc
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/shorttermfinancialplanning_transcript.html
https://www.investopedia.com/ask/answers/051315/how-do-you-calculate-payback-period-using-excel.asp
https://www.youtube.com/watch?v=6GVVTfj7ndc
https://www.youtube.com/watch?v=-4mXnFK0ecM
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/WhatisFinancialRisk_transcript.asp
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Seeking Alpha. (2016, March 28). Does Warren Buffett use discounted cash flow? Retrieved
from https://seekingalpha.com/instablog/5969741-the-value-pendulum/4868716-warren-buffett-
use-discounted-cash-flow
Sham, G. (n.d.). Capital budgeting: Wrapping it all up. Retrieved
from https://www.investopedia.com/university/capital-budgeting/conclusion.asp
TheFinCoach. (2012). Session 08: Objective 1 – common stock valuation [Video] | Transcript
Retrieved from https://www.youtube.com/watch?v=uajW4BWh_zY
Understanding Finance. (2014). James Tompkins: The capital structure decision and taxes
[Video] | Transcript Retrieved from https://www.youtube.com/watch?v=HeWcPUk8rGw
Van Dalsem, S. (2017). Capital budgeting cash flows tutorial [Video] | Transcript Retrieved
from https://www.youtube.com/watch?v=X6HvKl__rLY&t=19s

Suggested

The following materials are recommended to provide you with a better understanding of the topics in
this course. These materials are not required to complete the course, but they are aligned to course
activities and assessments and are highly recommended for your use.

Optional

The following optional materials are offered to provide you with a better understanding of the topics in
this course. These materials are not required to complete the course.

Library

The following optional readings may be available in the Capella University Library. To find specific
readings by journal or book title, use Journal and Book Locator. Refer to the Journal and Book Locator
library guide to learn how to use this tool. If the full text is not available, you may be able to request a
copy through the Interlibrary Loan service.

Alexander, M., & Kusleika, D. (2016). Excel 2016 formulas. Indianapolis, IN: John Wiley & Sons,
Inc.
Baker, H. K., & Weigand, R. (2015). Corporate dividend policy revisited. Managerial Finance,
41(2), 126–144. 
Birkinshaw, J., Foss, N. J., & Lindenberg, S. (2014). Combining purpose with profits. MIT Sloan
Management Review, 55(3), 49–56.
Chemmanur, T. J., & Liu, M. H. (2011). Institutional trading, information production, and the choice
between spin-off, carve-outs, and tracking stock issues. Journal of Corporate Finance, 17(1), 62–

https://seekingalpha.com/instablog/5969741-the-value-pendulum/4868716-warren-buffett-use-discounted-cash-flow
https://www.investopedia.com/university/capital-budgeting/conclusion.asp
https://www.youtube.com/watch?v=uajW4BWh_zY
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/Session8Obj1_transcript.asp
https://www.youtube.com/watch?v=HeWcPUk8rGw
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalStructureDecisionTaxes_transcript.asp
https://www.youtube.com/watch?v=X6HvKl__rLY&t=19s
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalBudgetingCashFlows_transcript.asp
http://campustools.capella.edu/redirect.aspx?linkid=1678
http://capellauniversity.libguides.com/journalbooklocator
http://campustools.capella.edu/redirect.aspx?linkid=1676
https://share.capella.edu/functional/opux/CCD/Course_Materials/_vti_bin/owssvr.dll?CS=65001&XMLDATA=1&RowLimit=0&View={AF037E93-978B-49E4-92D6-9E65EC0EA079}
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1648571459%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1514709587%3Faccountid%3D27965
https://www-sciencedirect-com.library.capella.edu/science/article/pii/S0929119910000544
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82.
Huang, J., Rossi, M., & Wang, Y. (2015). Sentiment and corporate bond valuations before and
after the onset of the credit crisis. The Journal of Fixed Income, 25(1), 34–57.
Hurd, M., & Vance, A. (2013, April 15). How to read a financial statement. Business Week, 70–
71.
Penman, S. (2016). Valuation: The state of the art. Schmalenbach Business Review: ZFBF,
17(1), 3–23.
Robinson, P. (2015, October 19). It is not all about shareholder value. Investment Advisor.
Schmidt, C. E. (2016). A journey through time: From the present value to the future value and back
or: Retirement planning: A comprehensible application of the time value of money concept.
American Journal of Business Education, 9(3), 137–143.
Skillsoft. (n.d.). Financial statement analysis for non-financial professionals.
Stybel, L. J., & Peabody, M. (2010). Enhance assets or reduce liabilities. MIT Sloan
Management Review, 51(4), 96.

External Resource

Please note that URLs change frequently. While the URLs were current when this course was designed,
some may no longer be valid. If you cannot access a specific link, contact your instructor for an
alternative URL. Permissions for the following links have been either granted or deemed appropriate for
educational use at the time of course publication.

Adams, M. (2017, September 26). How to calculate the WACC from a balance sheet. Retrieved
from https://bizfluent.com/how-5325911-calculate-wacc-balance-sheet.html
BizMiner. (n.d.). Free business statistics and financial ratios. Retrieved from www.bizstats.com
Bochman, A. (2013, June 24). Do dividends create shareholder value? [Blog post]. Retrieved
from https://blogs.cfainstitute.org/investor/2013/06/24/do-dividends-create-shareholder-value/
Boyte-White, C. (2017). How dividends affect stock prices. Retrieved
from https://www.investopedia.com/articles/investing/091015/how-dividends-affect-stock-
prices.asp
Financecanbefun. (2014). Capital budgeting in Excel example [Video] | Transcript Retrieved
from https://www.youtube.com/watch?v=Twpfr2VCIWE
Hollberg, M. (2017). That’s WACC! The Web’s best WACC calculator. Retrieved
from http://thatswacc.com/index.php
Macabacus. (n.d.). Spin-offs and split-offs. Retrieved from
http://macabacus.com/restructuring/spin-offs
Mayes, T. R. (n.d.). Microsoft Excel as a financial calculator part I. Retrieved
from http://www.tvmcalcs.com/index.php/calculators/excel_tvm_functions/excel_tvm_functions_page1/
Picardo, E. (2015, September 7). Comparing spin-offs, split-offs and carve-outs.
Retrieved from https://www.investopedia.com/articles/investing/090715/comparing-spinoffs-
splitoffs-and-carveouts.asp

http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1692910386%3Faccountid%3D27965
http://library.capella.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth&AN=88355292&site=ehost-live&scope=site
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1861280938%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1725634240%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1804900771%3Faccountid%3D27965
https://capella.skillport.com/skillportfe/custom/login/saml/login.action?courseaction=launch&assetid=fin_08_a04_bs_enus
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F633071977%3Faccountid%3D27965
https://bizfluent.com/how-5325911-calculate-wacc-balance-sheet.html
http://www.bizstats.com/
https://blogs.cfainstitute.org/investor/2013/06/24/do-dividends-create-shareholder-value/
https://www.investopedia.com/articles/investing/091015/how-dividends-affect-stock-prices.asp
https://www.youtube.com/watch?v=Twpfr2VCIWE
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcript/CapitalBudgetingInExcel_transcript.asp
http://thatswacc.com/index.php
http://macabacus.com/restructuring/spin-offs
http://www.tvmcalcs.com/index.php/calculators/excel_tvm_functions/excel_tvm_functions_page1/
https://www.investopedia.com/articles/investing/090715/comparing-spinoffs-splitoffs-and-carveouts.asp


8/23/2020 MBA5014

https://atlas.capella.edu/app#offering/5431978/course/9689635/preview/coursepreview 7/62

Unit 1   Telling the Financial Story: Introduction to Corporate Finance/Financial Statements

rnrfinance. (2012). Preferred stock valuation [Video] | Transcript Retrieved
from https://www.youtube.com/watch?v=w5X0Ri8LopY
Simon, B. (2013). Finance lecture – risk, return and CAPM [Video] | Transcript Retrieved
from https://www.youtube.com/watch?v=3BIIiUyr3-w
Sumflows. (2013). Warren Buffett: Diversification [Video] | Transcript  Retrieved
from https://www.youtube.com/watch?v=wbjPiYE-F4Y
YaleCourses. (2012). Behavioral finance and the role of psychology [Video] | Transcript |
Transcript. Retrieved from https://www.youtube.com/watch?v=chSHqogx2CI 
Yang, J. L. (2013, August 26). Maximizing shareholder value: The goal that changed corporate
America. The Washington Post. Retrieved
from https://www.washingtonpost.com/business/economy/maximizing-shareholder-value-the-goal-
that-changed-corporate-america/2013/08/26/26e9ca8e-ed74-11e2-9008-
61e94a7ea20d_story.html?utm_term=.0111a712b4cc

Introduction

This week you will:

Complete a multimedia piece that provides practice for developing proficiency on financial
statements.
Participate in two discussions with your fellow learners.
Start planning for your first assignment, due in Unit 2.

The theme of Units 1 and 2 is telling the financial story. The activities and topics of these two units
support the expectation that, as a business professional, you are able to:

Tell the financial story – understand how financial statements tell a story as to the financial
condition of the firm by taking the financial statement data and turning it into actionable information
from which decisions can be made. This includes communicating appropriately to leadership,
management, and non-financial stakeholders.
Conduct financial analyses – calculate financial ratios, using various financial analysis tools, from
which comparison to the past and competition will indicate the true state of the entity and give
areas to focus on in order to enhance shareholder value.
Interpret ratio computations – provide meaningful interpretation of the financial condition based
on accurate ratio computations. Leadership and management rely on this interpretation to inform
their business decisions and strategies.

Additional resources that may be useful throughout your courses have been gathered for easy access.
Refer to the MBA Program Resources link in the courseroom navigation panel to access these

https://www.youtube.com/watch?v=w5X0Ri8LopY
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/PreferredStockValuation_transcript.asp
https://www.youtube.com/watch?v=3BIIiUyr3-w
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/FinanceRiskReturnCAPM_transcript.asp
https://www.youtube.com/watch?v=wbjPiYE-F4Y
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/WarrenBuffetDiversification_transcript.asp
https://www.youtube.com/watch?v=chSHqogx2CI
http://media.capella.edu/CourseMedia/MBA5014/transcripts/BehavioralFinance_transcript.asp
https://www.washingtonpost.com/business/economy/maximizing-shareholder-value-the-goal-that-changed-corporate-america/2013/08/26/26e9ca8e-ed74-11e2-9008-61e94a7ea20d_story.html?utm_term=.0111a712b4cc


8/23/2020 MBA5014

https://atlas.capella.edu/app#offering/5431978/course/9689635/preview/coursepreview 8/62

u01s1 - Activity: Vila Health - Financial Statement Analysis

u01s2 - Planning Ahead: Unit 2 Assignment

resources. 

Learning Activities

The first step to financial management is understanding financial statements. It is critical for you to
develop this proficiency because financial statements are the tools you will use to do financial analysis. 

The following multimedia piece is designed to give you practice with reading financial statements and
interpreting them to make appropriate actions.

Vila Health – Financial Statement Analysis | Transcript.

Once you complete the questions found in the Vila Health interactive, you will receive feedback on how
you responded to those questions. The feedback, in conjunction with your own observations, insights,
and questions, can be used to help you with these two activities:

Unit 2 discussion, Reading and Interpreting Financial Statements. 
Unit 2 assignment, Financial Condition Analysis.

Here are some suggestions to make the learning from this activity stick:

Allow yourself at least 20–30 minutes to complete this activity. 
Take the time to look up terminology and concepts that are new and unfamiliar to you;
remember to use your textbook and the other resources in this unit.
Write down your observations, questions, or insights. As you complete this activity, have a pen
and paper handy for writing down your notes.  
Complete this activity multiple times to really make the learning stick!

u01s1 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.

http://media.capella.edu/CourseMedia/MBA5014/GuidedPath/VilaHealthFinStateAnalysis/wrapper.asp
http://media.capella.edu/CourseMedia/MBA5014/GuidedPath/VilaHealthFinStateAnalysis/transcript.asp
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u01d1 - Discovery of Your Selected Company

In Unit 2, you will be submit a report that analyzes financial statements of a company. Your analysis will
be used to tell the story (the financial story, that is), so the president of another company (PacificCoast
Technology) can determine viable options for its future. Your analysis will lead to evaluation of the
potential buying company's valuation and related recommendations.

You can start working on the assignment with these preliminary tasks:

Read the assignment instructions and scoring guide in Unit 2.
Select the company you want to use as the one that will be buying PacificCoast Technology.
Locate these financial documents for the selected company:

Annual report.
10K and 10Q.

Find other relevant financial data using the Capella library's collection of business databases. The
MBA Program Guide - What are Financial Ratios? will have most of what you need listed on it, so
make sure you have it bookmarked!
Contact your instructor if you have any questions or just want to make sure you are starting in the
right direction.
Use the following multimedia piece to help make sense of the financial statements:

Financial Ratios for Measuring Performance | Transcript.

Use the research you have completed to create your post for the Discovery of Your Selected
Company discussion in this unit..

The following information about locating industry reports and other data may be useful:

BizMiner (n.d.). Free business statistics and financial ratios. Retrieved from www.bizstats.com

u01s2 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

The Financial Condition Analysis assignment due in Unit 2 asks you to find financial information for a
company of your choice. Prepare a post that provides the following information about your selected
company:

https://capellauniversity.libguides.com/MBAProgramGuide/FinancialRatios
http://media.capella.edu/CourseMedia/PUBH5104/RatiosForMeasuring/PUBH5104_FinancialRatios_OuterWrapper.asp
http://media.capella.edu/CourseMedia/PUBH5104/RatiosForMeasuring/PubH5104_FinancialRatios_transcript.html
http://www.bizstats.com/
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u01d2 - The Importance of Financial Statements

Briefly describe the background and history of the company.
Describe what drew you to the company.
Highlight some interesting things about the company based on the financial information you
found.
Identify additional things about the industry of the company that you find interesting and relevant to
the company's financial condition.
Based on your research, is this the type of organizational culture you would enjoy to work in? Why
or why not? What did you find that is influencing your decision? (This aspect of the discussion is
not relevant to your work in Unit 2; just explore it in this discussion.)

This is the first discussion related to course competencies and content in this course. Take a moment to
review the Discussion Participation Scoring Guide to learn how your instructor will evaluate your
discussions.

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
Provide insights and suggestions that will support the individuals in completing the assignment
requirements.

Course Resources

u01d1 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.

These resources will help you to complete this discussion:

Secrets of Reading Financial Reports | Transcript.
Reading financial reports might feel like reading a letter written in code, so we have broken
it down to demystify these very important documents. An illustration is provided to help you
decode financial reports.

Graduate Discussion Participation Scoring Guide

Explore Career Options

https://media.capella.edu/CourseMedia/MBA-FPX5014/financialreports/wrapper.asp
https://media.capella.edu/CourseMedia/MBA-FPX5014/financialreports/transcript.asp
http://campustools.capella.edu/redirect.aspx?linkid=2074
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Financial Statements Explained in One Minute: Balance Sheet, Income Statement, Cash Flow
Statement.

This will help you to understand financial basics.

Imagine that you and two of your college friends, Jamie and Chen, just won a chance to go on Shark
Tank, the show that invites entrepreneurs to pitch new business ideas to multimillionaires (the “Sharks”)
in hopes of gaining financial backing from them.

From watching the show, you know that the "Sharks" will be asking about your financial statements, so
you want to be prepared. Because you are the only one who has any business background and
knowledge, you will need to educate your business partners about financial statements. You feel they
should know the function of financial statements and how they tell the story about a business.

In preparation for your big meeting with the "Sharks," you and your business partners start talking about
financial statements, and you have pulled together some notes. In your post, write out what you will be
covering with Jamie and Chen:

What does each financial statement (income statement, balance sheet, and cash flow statement)
describe about a company?
What will the "Sharks" be looking for when they look at your financial statements?
Which financial statement is the most important? Why?
What else should your partners know about financial statements so they will know how to answer
the "Sharks'" questions in a compelling way?

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance.
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information.
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style.

Course Resources

Graduate Discussion Participation Scoring Guide

https://www.youtube.com/watch?v=6GVVTfj7ndc
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u01s3 - Topic Resources

u01d2 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.

Refer to these resources if you need clarification or additional support on the topics of this unit.

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 1, "Introduction to Corporate Finance," pages 1–18. This chapter introduces the
discipline of finance and describes the structure of the corporate firm, the importance of
cash flows over profits, and the primary goal of financial management—to maximize
shareholder value.
Chapter 2, "Financial Statements and Cash Flow," pages 19–42. This chapter covers
concepts that you have already been exposed to in accounting—the financial statements,
namely the big three statements: the balance sheet, income statement, and the cash flow
statement. From these statements, the financial condition of the firm can be found and
analyzed.

Robinson, P. (2015, October 19). It is not all about shareholder value. Investment Advisor.
Birkinshaw, J., Foss, N. J., & Lindenberg, S. (2014). Combining purpose with profits. MIT Sloan
Management Review, 55(3), 49–56.
Stybel, L. J., & Peabody, M. (2010). Enhance assets or reduce liabilities. MIT Sloan
Management Review, 51(4), 96.
Hurd, M., & Vance, A. (2013, April 15). How to read a financial statement. Business Week, 70–
71.

Multimedia

Financial Acumen Self-Assessment.
This self-assessment will identify your strengths and weaknesses in financial literacy.

Financial Terms: Interactive Glossary | Transcript.
This is a flashcard-style glossary of financial terms. Keep it handy and refer to these terms
often; it might even be fun to give yourself a pre-test and then do a post-test at the end of the
course to see the gains you have made.

u01s3 - Learning Components

http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1725634240%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1514709587%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F633071977%3Faccountid%3D27965
http://library.capella.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth&AN=88355292&site=ehost-live&scope=site
http://media.capella.edu/IndustrySolutions/LEAP/businessAcumen/T5L1/T5L1_Assessment/index.html
http://media.capella.edu/CourseMedia/MBA5014/Interactiveglossary/wrapper.asp
http://media.capella.edu/CourseMedia/MBA5014/Interactiveglossary/transcript.asp
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Unit 2   Telling the Financial Story: Financial Statement and Ratio Analysis

u02d1 - Reading and Interpreting Financial Statements

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

Introduction

This week you will:

Participate in one discussion with fellow learners.
Complete an assignment that provides insight and information for upper management on which
they will base their strategies for maximizing shareholder value.

This unit continues the theme of telling the financial story. By using the financial statements, you will cast
the financial story of a selected company. The financial story is based on sound analysis of the
statements and does more than just regurgitate numbers to your stakeholders and shareholders; an
effective financial story gives the meaning behind the numbers and connects with the reader's
motivations, hopes, and needs.

To learn more about storytelling for business, read Chapter 4, "Telling Stories with Data," from the
following:

Choy, E. K. (2017). Let the story do the work: The art of storytelling for business
success. Nashville, TN: AMACOM.

Learning Activities

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

These chapters look at the financial statements and introduce financial analysis tools such
as trend analysis, ratio analysis, and industry average analysis:

Chapter 2, "Financial Statements and Cash Flow," pages 19–42.
Chapter 3, "Financial Statements Analysis and Financial Models," pages 43–82.

https://capella.skillport.com/skillportfe/main.action?path=summary/BOOKS/128608
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In Unit 1, you completed the Vila Health – Financial Statement Analysis activity, which gave you practice
in reading and interpreting financial statements. At the end of it, you received results and feedback. Use
what you learned as you complete this discussion.

Three tools for analyzing the current condition of a company are income statement, balance sheet, and
statement of cash flows. Select a company to use for this discussion, and prepare a post that
addresses the following:

Analyze the income statement, balance sheet, and statement of cash flows for a selected
company. What does each of these tools tell you about the company?
Why is each of these tools important for management to use to monitor the current condition of the
company?
What do these tools not tell you? How would financial ratios help in understanding the financial
condition of the company?

This discussion gives you a chance to practice reading and interpreting financial statements. You will
need to analyze the financial statements of the company you selected for the Unit 2 assignment,
Financial Condition Analysis.

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft a substantive response post:

Raise additional points not considered, and explain the relevance.
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information.
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style.

Course Resources

u02d1 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

Graduate Discussion Participation Scoring Guide
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u02a1 - Financial Condition Analysis

Introduction

It is essential for financial advisors and upper management to know the financial condition of a company
for a variety of reasons, including to improve its condition, to make decisions to increase shareholder
value, and to know the true value of the entity. Such an analysis is important for any business, small,
medium, or large.

This portfolio work project gives you a chance to apply the skills expected of an MBA graduate; from the
financial management perspective, you should be able to:

Tell the financial story based on financial statements.
Conduct a financial analysis and identify focus areas for enhancing shareholder value.
Interpret ratio computations that are meaningful and inform business decisions and strategies.

Scenario

Maria Gomez is founder and president of PacificCoast Technology, a small technology company. She is
considering being bought out by a larger publicly traded company so she can be rewarded financially for
all of her entrepreneurial efforts. She calls you into her office and says:

Thank you for meeting with me today. I'd like to talk to you about the future of
the PacificCoast Technology. I've been running this company for a long time now, and I think
it's time for me to consider the next five to ten years. I want to find a buyer for this company
who can take it to its full potential but with me still leading it. I still want to be a part of the
journey, to see this company's growth, which means this potential buyer needs to be a high
quality company with solid financial health. That's the only way we'll be sure there's going to
be necessary funds and stability for the firm to grow.

You are ready to take on this project to assist Maria with her vision to find a buyer to take the company
into the next phase. At your desk, you review these additional meeting notes:

The acquiring company does not need to be in the same industry, as Maria values financial
strength over any synergistic benefits.
Maria wants you to select a company and then examine its financial condition by analyzing its
financial statements and using financial ratio analysis. She indicated that using both trend analysis
—going back at least three years—and industry average analysis would be helpful information for
her.
From this analysis, Maria wants you to tell the financial story of the potential buyer/company by
listing its financial strengths and weaknesses.
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She expects you to provide a list of actionable decisions so she can understand if the company
would be a potentially viable corporate partner.  

Your Role

You are one of Maria's high-performing managers at PacificCoast Technology, and she trusts your work
and leadership. 

Requirements

After a few days of thinking about Maria's project request, you call a meeting with her in which you lay
out the requirements below. You tell her that by meeting these requirements, you believe she will have
the information she needs. Maria approves your plan and asks that you get started right away. 

Here is what your report should provide for Maria on the selected company:

Provide a brief background and summary of the potential corporate partner in terms of its history,
product lines, and geographic reach. (Remember that Maria is looking for a partner that is a
publicly traded firm.)
Analyze the financial statements of the firm, which can be typically be found in the annual report in
the investors' area of the corporate website, including the income statement, balance sheet, and
statement of cash flows:

Do a comprehensive financial ratio analysis, including multiple financial ratios in each of the
following categories—short-term solvency or liquidity, long-term solvency, asset
management or turnover, profitability, and market value ratios.
Use the following tools to analyze these ratios: trend analysis (going back at least three
years) and industry average ratio analysis. (See the Resources for help finding industry
averages.) If industry average ratios are not available for the company, use an average of
two of its nearest competitors.

Evaluate the financial statements and ratios of the firm to find its true condition and valuation. 
From the ratio analysis, identify and strengths and weaknesses of the company.
Make conclusions on the current status of the firm based on its history and comparison to its
competitors.

Make actionable items and conclusions, based on the data analysis, about the status of the
company.

Based on the analysis of the firm, identify any general actions that need to be made to
improve the financial condition, and indicate the ease or difficulty of the firm doing so.

Tell the current financial story of the firm and indicate the overall health of the firm as it relates to
current valuation and the future prospects of the company. 

Provide a clear picture of the financial condition and valuation of the company to
shareholders, debtholders, customers, and employees. 
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Present information graphically and in narrative form, conveying a compelling snapshot of
the company.
Recommend whether the company would be a good match to enter into a buyout tender
offer/agreement.
Remember that it is not enough to just simply summarize numbers or data for your audience.
Put yourself in their shoes and make the connections for them, tell them why it is important,
and tap into their concerns and motivations. 

While you are free to use your creativity in formatting your submission, keep in mind that this is a
document that will be for the eyes of the owner of the firm, so make sure it can be easily and quickly
examined by a busy upper-management professional, with clear writing and understandable graphics
and charts.

Deliverable Format

Create a report that tells the financial condition of a company. Your report should provide information
on the following: 

Analysis of the financial statements.
Evaluation of the true condition and valuation of the company.
Recommendation of actionable items for the company based on the financial analysis.

Report requirements:

Ensure written communication is free of errors that detract from the overall message and quality.
Use at least three scholarly resources. 
Your report should be between 6 and 8 pages.
Use 12 point, Times New Roman. 

If you are experienced with preparing professional reports, you may use a format of your choice.
However, if you are new to this type of writing and document style, you may wish to use these sections
as a way to organize your report:

Title Page.
Executive Summary.
Company Background.
Financial Analysis.

Financial Ratio Analysis.
Trend Analysis.
Industry Average Analysis.

Conclusion.
Recommendations.
Appendix (if you have additional data, reports, charts, et cetera, to support your analysis).
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Related company standards:

Remember that you are preparing a professional document meant for executive leadership with
limited time. Your report should follow the corresponding MBA Academic and Professional
Document Guidelines, including single-spaced paragraphs.
Use APA-formatted references.

Evaluation

By successfully completing this assignment, you will demonstrate your proficiency in the following course
competencies through corresponding scoring guide criteria:

Competency 1: Apply the theories, models, and practices of finance to the financial management
of an organization.

Analyze financial ratio analysis, trend analysis, and industry average analysis.

Competency 3: Apply financial analyses to business planning and decision making.
Evaluate the financial statements of the firm to find its true condition and valuation.

Competency 4: Use data to support evidence-based financial decisions.
Develop actionable items and conclusions, based on the analysis, about the status of the
company.

Competency 5: Communicate financial information with multiple stakeholders
Tell the current financial story as to the overall health of the firm as it relates to current
valuation and the future prospects of the company.

Your course instructor will use the scoring guide to review your deliverable from the perspective of Maria
Gomez. Review the scoring guide prior to developing and submitting your assignment.

ePortfolio

This assignment demonstrates your ability to conduct a financial analysis. Include it in your personal
ePortfolio.

Course Resources

Free Business Statistics and Financial Ratios.

Financial Ratios for Measuring Performance | Transcript

http://www.bizstats.com/
http://media.capella.edu/CourseMedia/PUBH5104/RatiosForMeasuring/PUBH5104_FinancialRatios_OuterWrapper.asp
http://media.capella.edu/CourseMedia/PUBH5104/RatiosForMeasuring/PubH5104_FinancialRatios_transcript.html
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Unit 3   Maximizing Shareholder Value: Discounted Cash Flow

u03s1 - Planning Ahead: Unit 6 Assignment

Introduction

This week you will:

Participate in two discussions.
Start planning for your next assignment, due in Unit 6.

The theme of Units 3, 4, 5, and 6 is maximizing shareholder value. The activities and topics of these four
units support the expectation that, as a business professional, you are able to: 

Use capital budgeting tools to compute future project cash flows and compare them to upfront
costs – demonstrate knowledge of a variety of capital budgeting tools including net present value
(NPV), internal rate of return (IRR), payback period, and profitability index (PI). The analysis of the
capital projects will need to be correctly computed and the resulting decisions rational.
Evaluate capital projects and make appropriate decision recommendations – accurately
compare the indicated projects with correct computations of capital budgeting tools and then
make rational decisions based on the findings. Make correct decisions as to which projects will
add the most value to the firm.
Prepare reports and present results of the evaluation – the analysis needs to be correctly done
with illustrations of all of the relevant tools, and the presentation of the conclusions and
recommendations should be easy to understand.

Learning Activities

In the Unit 6 Evaluation of Capital Projects assignment, you will prepare an analysis of three capital
projects that are being considered by a hypothetical company. From this analysis, you will recommend
the best capital project for implementation. 

This week, read the assignment instructions and scoring guide in Unit 6, and begin working on your
analysis and calculations.

u03s1 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
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u03d1 - Present and Future Value

Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 4, "Discounted Cash Flow Valuation," pages 83–129.

Time Value of Money | Transcript.
This presentation discusses the components that make up time value of money. The
presenter also provides examples to compute and read the computations.

You may not know it, but you are surrounded by the concepts of present value and future value in many
areas of your life, such as education, marriage/family, retirement, and other such life goals. These time
value of money concepts are important not only in corporate finance but in personal finance as well.

One tactic for learning new concepts is to apply them in situations in which you are familiar.
Understanding present and future value will give you insight in the areas of retirement/financial planning
via the use of future value, otherwise known as compounding. That is, will you have enough assets
accumulated by retirement age so you will not outlive your nest egg? This is personal finance. In
corporate finance, selection of investment projects incorporates present value concepts, also known as
discounting. These concepts will be employed in most of the remaining assignments in this course.

For this post, suppose that your brother has landed his dream job. He now has substantive disposable
income. Some of his friends are buying houses and cars, investing in bitcoin, and flipping apartments,
and they have advised him to do likewise.

With your knowledge of the present and future value of money, what advice will you give to your brother
on how he can utilize his disposable income to give him the most net worth by retirement? Use specific
concepts from Chapter 4 of the Ross et al. text and the Time Value of Money video to give weight to your
advice.

Response Guidelines

Read the advice your peers have given in their discussion posts. What is your perspective on this
advice? Provide feedback to one other person on their advice by doing the following:

Confirm aspects of the advice that are good.  
Identify any gaps in logic or unclear points that need additional explanation.

http://media.capella.edu/CourseMedia/NPL7304/TimeValue/wrapper.asp
http://media.capella.edu/CourseMedia/NPL7304/TimeValue/transcript.html
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u03d2 - Company Valuation and Present Value

Give an overall evaluation of the soundness of the advice on using present value and future value
in helping with financial decisions.  

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u03d1 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

The following readings deal with the important concepts of time value of money, which are integral to the
creation of valuing company worth and the analysis of investment selection:

Seeking Alpha. (2016, March 28). Does Warren Buffett use discounted cash flow? Retrieved
from https://seekingalpha.com/instablog/5969741-the-value-pendulum/4868716-warren-buffett-
use-discounted-cash-flow
Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill. 

Chapter 4, "Discounted Cash Flow Valuation," pages 83–129. 

In the financial world, investment selection is done in many ways. However, most world-class investors
like Warren Buffett employ present value concepts to determine investment valuation. Thus, in personal
finance as well as corporate finance, proper investment selection and corporate valuation must use time
value of money concepts, especially present value.

How are present value concepts, namely discounted cash flow, used by Warren Buffett and other
investors to determine a firm's value? How would this information apply to you personally even if you are
not involved in the financial function of a firm? Why is this concept a primary crux of financial markets?

Graduate Discussion Participation Scoring Guide

https://seekingalpha.com/instablog/5969741-the-value-pendulum/4868716-warren-buffett-use-discounted-cash-flow
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u03s2 - Topic Resources

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u03d2 - Learning Components

Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Refer to these resources if you need clarification or additional support on the topics for this week

Skillsoft. (n.d.). Financial statement analysis for non-financial professionals.
Go to the Analyzing the Financial Statement section in the Table of Contents menu,
and select The Time Value of Money. 

Alexander, M., & Kusleika, D. (2016). Excel 2016 formulas. Indianapolis, IN: John Wiley & Sons,
Inc.

You will find explanations on using Excel to calculate financials in these chapters:
Chapter 11, "Borrowing and Investing Formulas."
Chapter 12, "Discounting and Depreciation Formulas."
Chapter 13, "Financial Schedules."

Graduate Discussion Participation Scoring Guide

https://capella.skillport.com/skillportfe/custom/login/saml/login.action?courseaction=launch&assetid=fin_08_a04_bs_enus
https://capella.skillport.com/skillportfe/main.action?path=summary/BOOKS/113070
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Unit 4   Maximizing Shareholder Value: Stock/Bond Valuation

u04d1 - Bond Valuation Factors

Mayes, T. R. (n.d.). Microsoft Excel as a financial calculator part I. Retrieved
from http://www.tvmcalcs.com/index.php/calculators/excel_tvm_functions/excel_tvm_functions_page1/
Schmidt, C. E. (2016). A journey through time: From the present value to the future value and back
or: Retirement planning: A comprehensible application of the time value of money
concept. American Journal of Business Education, 9(3), 137–143.

u03s2 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Introduction

This week you will:

Participate in a discussion about bond valuation.
Participate in a discussion about impacts to common stock prices.

This unit continues to explore the theme of maximizing shareholder value. You will examine the features
and characteristics of the primary financial investments of bonds, common stock, and preferred stock.
You will also examine how interest rates and present value concepts determine the value of bonds. By
the end of this unit, you should know how present value concepts help to describe the value of
common and preferred stocks.

Learning Activities

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

http://www.tvmcalcs.com/index.php/calculators/excel_tvm_functions/excel_tvm_functions_page1/
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1804900771%3Faccountid%3D27965
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Chapter 5, "Interest Rates and Bond Valuation," pages 130–164. This chapter illustrates the
employment of time value of money concepts to determine the value of corporate
debt/bonds and common/preferred stock. 

McCracken, M. (n.d.). Bond valuation [Video] | Transcript. Retrieved
from http://www.teachmefinance.com/bondvaluation.html

The time value of money concepts are used to compute financial instruments like corporate debt and
bonds. All investments are ultimately tied to cash, how much is received, and how quickly it is received.
The concepts employed here are the same valuation concepts that you will use to complete the Unit 6
assignment, Evaluation of Capital Projects.

In this discussion, examine the way cash flows are analyzed to determine prices for financial securities
and how these securities relate to enterprise value. Imagine you have graduated with your MBA, and
your grandmother has asked your advice on a bond that her broker has recommended. She sent you
the following e-mail:

Hi there! I just met with Amanda Ritter—you know, that broker I was telling you about at
dinner the other night. Anyway, Amanda says I should consider buying some bonds, but I
have no idea what to do. I have some questions for you.

What information do I need to determine the suitability of a bond?
What type of information do I need to determine the price of the bond?
What factors could impact the bond price, going forward? 

What else should I think about so I can make an informed choice on whether to buy the
bond or not? 

Are there good resources that you can send to me? (I'd love to read them and start
educating myself on bonds.)

Thanks for your help. It would be great if you could e-mail your answers and send me a list of
resources by the end of the week. I'd like to prepare before meeting with Amanda again.
Thanks! 

Prepare a post that addresses your grandmother's questions, and include a list of resources that will
help her to understand bonds and bond valuation.

Response Guidelines

Read the responses that were sent to the hypothetical grandmother. Put yourself in the role of the
grandmother, and respond to two of the responses you want to seek clarification about. 

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

http://www.teachmefinance.com/bondvaluation.html
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/BondValuation.asp
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u04d2 - Impacts to Common Stock Prices

Course Resources

u04d1 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 6, "Stock Valuation," pages 165–194.

Edspira. (n.d.). Capital stock (common stock and preferred stock) [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=TZ2uWgtQXBo
TheFinCoach. (2012). Session 08: Objective 1 – common stock valuation [Video] | Transcript.
Retrieved from https://www.youtube.com/watch?v=uajW4BWh_zY
Harper, D. (2018, February 18). Forces that move stock prices. Retrieved
from https://www.investopedia.com/articles/basics/04/100804.asp

The primary way a stock price is valued is the employment of the time value of expected cash flows that
the company will generate. Most of the time, a metric to monitor future cash is earnings. This is why
earnings per share (EPS) is probably the most watched financial ratio on the market. It is anticipated
that earnings will turn into cash, which would enrich shareholders through the issuance of cash dividends
and the repurchases of shares so that current shareholders will own a bigger share of the company
earnings and resulting value.

Knowing how stock prices are impacted is key knowledge for financial management, since its primary
goal is to increase the firm's stock price. Knowledge of how increased earnings and cash flows can be
generated by a firm's investments can greatly influence the attractiveness of said investments to the
firm.

Graduate Discussion Participation Scoring Guide

https://www.youtube.com/watch?v=TZ2uWgtQXBo
http://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalStock_transcript.asp
https://www.youtube.com/watch?v=uajW4BWh_zY
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/Session8Obj1_transcript.asp
https://www.investopedia.com/articles/basics/04/100804.asp
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u04s1 - Topic Resources

As a business professional, you should realize how stock prices fluctuate and how a company can
influence directly and indirectly its own stock price. However, the prices calculated in academic formulas
typically vary significantly from the actual market price traded on the stock exchanges. This shows how
there are so many factors that impact stock price beyond the time value of money and growth formulas.

For this discussion, you are the CFO who accompanied the CEO to the annual shareholders' meeting.
The CEO gave an excellent speech that outlined the company's strategic plan, for which he
received thunderous applause and praise. Later that week, the CEO calls you, angrily demanding that
you, as the CFO, explain to him why the price of the stock was unmoved by his performance and, in fact,
dropped.

In your post, provide an explanation to the CEO about what impacts the stock price and what factors
cause stock prices to rise and fall. Plus, you will need to indicate why actual market stock prices
sometimes vary greatly from academic stock valuations via formulas. 

Response Guidelines

Read the posts from your fellow learners. As the CEO, select two posts to respond to. You may want to
ask additional clarifying questions or just add additional insights to the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u04d2 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Refer to these resources if you need clarification or additional support on the topics for this week:

Graduate Discussion Participation Scoring Guide
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Unit 5   Maximizing Shareholder Value: Capital Budgeting and Cash Flows

u05s1 - Activity: Capital Budgeting for Video Games

Huang, J., Rossi, M., & Wang, Y. (2015). Sentiment and corporate bond valuations before and
after the onset of the credit crisis. The Journal of Fixed Income, 25(1), 34–57. 
Penman, S. (2016). Valuation: The state of the art. Schmalenbach Business Review:
ZFBF, 17(1), 3–23. 
rnrfinance. (2012). Preferred stock valuation [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=w5X0Ri8LopY

u04s1 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Introduction

This week you will:

Participate in two discussions. 
Complete a multimedia piece in which you practice calculating annual net cash flows and other
financial statistics.

This unit continues to explore the theme of maximizing shareholder value through appropriate capital
budgeting using budgeting tools such as net present value (NPV), internal rate of return (IRR), payback
period, and profitability index (PI). These budgeting tools, along with prediction of cash flows and other
qualitative factors, give business professionals the necessary data to evaluate capital investments.

Learning Activities

For this activity, launch the following media piece, and complete the tasks in order to practice
calculating annual net cash flows, NPV, IRR, and PI. These tools, also referred to as financial statistics,

http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1692910386%3Faccountid%3D27965
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1861280938%3Faccountid%3D27965
https://www.youtube.com/watch?v=w5X0Ri8LopY
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/PreferredStockValuation_transcript.asp
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u05d1 - Capital Budgeting Tools

are used to evaluate capital investments.

Capital Budgeting for Video Games | Transcript.

In the Unit 6 assignment, Evaluation of Capital Projects, you will use these tools to evaluate three
projects and then recommend the best one for the company to implement. This might be a daunting task
if you have never used capital budgeting tools; therefore, you can practice calculating and analyzing the
two projects presented in media piece. 

In addition, use your observations and what you have learned from the Capital Budgeting for Video
Games to prepare a post for the Employing Capital Budgeting and Risk discussion in this unit. 

This resource will help you to do the computations:

Van Dalsem, S. (2017). Capital budgeting cash flows tutorial [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=X6HvKl__rLY&t=19s

u05s1 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 7, "Net Present Value and Other Investment Rules," pages 195–229. This chapter
introduces the process of capital budgeting, which determines the value of a potential
investment/project to a firm. 
Chapter 8, "Making Capital Investment Decisions," pages 230–261. The key to valuation of
investments and projects is the cash they generate. This chapter illustrates the way to figure
the all-important cash flows from investment projects.

Van Dalsem, S. (2017). Capital budgeting cash flows tutorial [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=X6HvKl__rLY&t=19s

https://media.capella.edu/CourseMedia/MBA5014/GuidedPath/capitalBudgeting/wrapper.asp
https://media.capella.edu/CourseMedia/MBA5014/GuidedPath/capitalBudgeting/transcript.asp
https://www.youtube.com/watch?v=X6HvKl__rLY&t=19s
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalBudgetingCashFlows_transcript.asp
https://www.youtube.com/watch?v=X6HvKl__rLY&t=19s
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalBudgetingCashFlows_transcript.asp
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u05d2 - Is it a Good Investment?

Capital budgeting is the process to determine the value of a potential investment/project to a firm. That
is, it weeds out good investments from the bad. Evaluating capital budget projects is a critical function
for any business professional. 

Using what you learned from the Capital Budgeting for Video Games you completed earlier in this unit
and the resources provided in this discussion, prepare a post that addresses the following:

What are the strengths and weaknesses of the capital budgeting tools (financial statistics)?
Why do business professionals use all three tools? 

How did performing the calculations work for you?
What did you learn from completing the calculations? 

Is the information derived from the tools intuitive, or does it need further analysis?

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u05d1 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Graduate Discussion Participation Scoring Guide
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The application of capital budgeting and cash flow forecasts go hand in hand when determining which
capital projects to invest in.

Cash flows, both positive cash flows with increased revenues and negative cash flows with costs and
expenses, determine the success or failure of capital projects. This discussion is important for the
course because it covers important factors that need to be considered with long-term investment
acquisitions. These concepts will be employed in the Unit 6 assignment.

For this discussion, you are financial analyst working for Broadcom (ticker symbol AVGO), which is a
huge chip manufacturer. It is considering the acquisition of a competing chip firm, Qualcomm (ticker
symbol QCOM). The CFO of Broadcom has tasked you with evaluating the potential deal. Before
Broadcom employs any capital budgeting tools to decide whether the deal should go through, it needs
to determine the anticipated cash flows of the newly merged company.

As the financial analyst, how would you go about finding out if it is an investment worth doing?
What are the types of cash flows financial analysts would need to examine before performing
capital budgeting analysis?
What additional revenues and costs should be evaluated? What risks could exist with the
acquisition?

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u05d2 - Learning Components

Graduate Discussion Participation Scoring Guide
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Unit 6   Maximizing Shareholder Value: Risk Analysis

u06a1 - Evaluation of Capital Projects

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Introduction

This week you will:

Participate in a discussion. 
Submit your assignment on evaluating three capital projects.

This unit continues the exploration of maximizing shareholder value by managing risk through employing
risk analysis tools such as sensitivity analysis, scenario analysis, break-even analysis, and Monte Carlo
simulations. 

Risk analysis/management also means evaluating the type of options in projects and their respective
added value to a project. You will learn about discounting cash flow analysis and capital budgeting tools
and actually utilize them to select the capital project for your assignment.

Learning Activities

Introduction

This portfolio work project is about one of the basic functions of the finance manager: allocating capital
to areas that will increase shareholder value. There are many uses of cash managers can select from,
but it is essential that the selected projects are ones that add the most value to the company. This
means forecasting the projected cash flows of the projects and employing capital budgeting metrics to
determine which project, given the forecast cash flows, gives the firm the best chance to maximize
shareholder value.

As a business professional, you are expected to:
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Use capital budgeting tools to compute future project cash flows and compare them to upfront
costs.
Evaluate capital projects and make appropriate decision recommendations.
Prepare reports and present the evaluation in a way that finance and non-finance stakeholders
can understand.

Scenario

You work as a finance manager for Drill Tech, Inc., a mid-sized manufacturing company located in
Minnesota. Three capital project requests were identified as potential projects for the company to
pursue in the upcoming fiscal year. In the meeting to discuss capital projects, the director of finance (and
your boss), Jennifer Davidson, gives you a synopsis of the projects along with this question: Which one
of these projects will provide the most shareholder value to the company?

She also tells you that other than what is noted in each project scenario, all other costs will remain
constant, and you should remember to only evaluate the incremental changes to cash flows.

The proposed projects for you to review are as follows.

Project A: Major Equipment Purchase

A new major equipment purchase, which will cost $10 million; however, it is projected to reduce
cost of sales by 5% per year for 8 years.
The equipment is projected to be sold for salvage value estimated to be $500,000 at the end of
year 8.
Being a relatively safe investment, the required rate of return of the project is 8%.
The equipment will be depreciated at a MACRS 7-year schedule.
Annual sales for year 1 are projected at $20 million and should stay the same per year for 8 years.
Before this project, cost of sales has been 60%.
The marginal corporate tax rate is presumed to be 25%. 

Project B: Expansion into Europe

Expansion into Western Europe has a forecast to increase sales/revenues and cost of sales by
10% per year for 5 years.
Annual sales for the previous year were $20 million.
Start-up costs are projected to be $7 million and an upfront needed investment in net working
capital of $1 million. The working capital amount will be recouped at the end of year 5.
Because of the higher European tax rate, the marginal corporate tax rate is presumed to be 30%.
Being a risky investment, the required rate of return of the project is 12%.

Project C: Marketing/Advertising Campaign
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A major new marketing/advertising campaign, which will cost $2 million per year and last 6 years.
It is forecast that the campaign will increase sales/revenues and costs of sales by 15% per year.
Annual sales for the previous year were $20 million.
The marginal corporate tax rate is presumed to be 25%. 
Being a moderate risk investment, the required rate of return of the project is 10%.

Your Role

You are a finance manager at Drill Tech, Inc., who plays a major role in reviewing capital project
requests.

Requirements

Jennifer reiterates that your report is critical for the company to select the project that will bring the most
value to shareholders. Your calculations and report should address these items for her and other
stakeholders:

Apply computations of capital budgeting methods to determine the quality of the proposed
investments.

Use budgeting tools to compute future project cash flows and compare them to upfront
costs. Remember to only evaluate the incremental changes to cash flows. 
Demonstrate knowledge of a variety of capital budgeting tools including net present value
(NPV), internal rate of return (IRR), payback period, and profitability index (PI). The analysis
of the capital projects will need to be correctly computed and the resulting decisions rational.

Evaluate the capital projects using data analysis and applicable metrics that align to the business
goal of maximizing shareholder value.

Evaluate capital projects and make appropriate decision recommendations. Accurately
compare the indicated projects with correct computations of capital budgeting tools and
then make rational decisions based on the findings.

Select the best capital project, based on data analysis and evaluation, that will add the most value
for the company.
Prepare an appropriate evaluation report for requestors, using sound research and data to defend
the decision.

Justify your decision with a clear analysis showing the findings of the analysis and which
project has the best chance to increase shareholder value.
Use your calculations and data to provide a clear picture of why your recommendation is the
right one. This goes beyond just regurgitating the data. Think about how the data can tell the
story that will be meaningful to the readers. 

Deliverable Format
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For this assignment, create two deliverables: 

1. An Excel spreadsheet showing the required cash flow forecasts and capital budgeting tool
calculations for each project. Use the same spreadsheet but create separate tabs for each project.

2. A report providing an analysis of the computations, the project selection decision, and justification for
the decision, as well as its impact on the value of the firm. The project selection decision must
have an analytical rationale to support it. 

Report requirements:

Ensure written communication is free of errors that detract from the overall message and quality.
Use at least three scholarly resources. 
Your report should be between 6 and 8 pages.
Use 12 point, Times New Roman.

Related company standards:

Your report is a professional document and should follow the corresponding MBA Academic and
Professional Document Guidelines, including single-spaced paragraphs.
Use APA-formatted references.

Evaluation

By successfully completing this assignment, you will demonstrate your proficiency in the following course
competencies through corresponding scoring guide criteria:

Competency 1: Apply the theories, models, and practices of finance to the financial management
of an organization.

Apply computations of capital budgeting methods to determine the quality of the proposed
investments.

Competency 2: Analyze financing strategies to maximize stakeholder value.
Evaluate the capital projects using data analysis and applicable metrics that aligns to the
business goals.

Competency 3: Apply financial analyses to business planning and decision making. 
Select the best capital project, based on data analysis and evaluation, that will add the most
value for the company.

Competency 5: Communicate financial information with multiple stakeholders.
Prepare an appropriate evaluation report for requestors, using sound research and data to
defend the decision.

Your course instructor will use the scoring guide to review your deliverable in the role of your boss and
stakeholders. Review the scoring guide prior to developing and submitting your assignment.
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u06d1 - Employing Capital Budgeting and Risk

ePortfolio

This assignment shows potential employers and clients that you can analyze capital projects to
determine whether and how they can provide value to shareholders. Include this in your personal
ePortfolio.

These resources will help you to complete this discussion:

Nockolas, S. (2015). How do you calculate payback period using Excel? Retrieved
from https://www.investopedia.com/ask/answers/051315/how-do-you-calculate-payback-period-
using-excel.asp
Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill. 

Chapter 9, "Risk Analysis, Real Options, and Capital Budgeting," pages 262–286. The
concept of risk is introduced in this chapter.

Sham, G. (n.d.). Capital budgeting: Wrapping it all up. Retrieved
from https://www.investopedia.com/university/capital-budgeting/conclusion.asp

Risk is an important aspect of business and investment. The impact of risk needs to be measured on all
capital projects and investments. In fact, most accomplished investors consider the measure and
management of risk to be more important than the consideration of investment return. If risk is
considered effectively, the returns will tend to take care of themselves.

To gain a full understanding of the impact of risk on the success or failure of capital projects, you can
see the different views of risk and that all should be considered. For this discussion, you are a financial
analyst of a mid-sized corporation, and the CFO has come to you with a pet investment project. The
CEO has done a preliminary analysis using NPV, IRR, payback period, and PI, and it appears to be a
worthy project that should add significant value to the firm. However, the CFO has a feeling that the CEO
has failed to incorporate risk into the analysis. He has asked you do some risk analysis of the project to
see if that will alter the final decision to invest or not.

Prepare a post that responds to these questions:

What type of risk analysis would you incorporate into your analysis?
How reliable are these analyses?

https://www.investopedia.com/ask/answers/051315/how-do-you-calculate-payback-period-using-excel.asp
https://www.investopedia.com/university/capital-budgeting/conclusion.asp
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u06s1 - Topic Resources

Make sure you provide examples and resources to support your statements.

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u06d1 - Learning Components

Compare the indicated projects with correct computations of capital budgeting tools.
Make rational decisions based on correct computations.
Analyze capital budgeting metric and indicate decisions in a concise manner.
Make correct decisions as to which projects will add the most value to the firm.
Use capital budgeting tools and then use the data to evaluate capital projects that will add the
most value to the firm.

Refer to these resources if  you need clarification or additional support on the topics for this week:

Alexander, M., & Kusleika, D. (2016). Excel 2016 formulas. Indianapolis, IN: John Wiley & Sons,
Inc.

Chapter 11, "Borrowing and Investing Formulas." Read the sections "Loan Calculations"
and "Investment Calculations."
Chapter 12, "Discounting and Depreciation Formulas." Read the sections "Using the NPV
Function" and "Using the IRR Function."

Graduate Discussion Participation Scoring Guide

https://capella.skillport.com/skillportfe/main.action?path=summary/BOOKS/113070
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Unit 7   Growth, Risk, and Return: Risk and Return

u07d1 - Is it Risk or Is it Superinvestor?

Finance and Accounting Videos by Prof Coram. (n.d.). Profitability index calculation using
Excel [Video] | Transcript. Retrieved from https://www.youtube.com/watch?v=1CcRIdUU3sw
Financecanbefun. (2014). Capital budgeting in Excel example [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=Twpfr2VCIWE

u06s1 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

Introduction

This week you will:

Participate in two discussions.
Start preparing for the assignment to be submitted in Unit 10.

The theme of Units 7, 8, 9, and 10 is the growth, risk, and return of financial investments. The activities
and topics of these four units support the expectation that, as a business professional, you are able to: 

Utilize financial strategies that will increase the price of a stock – including strategies such as
capital expenditures, mergers/acquisitions, stock buybacks, dividend increases, reduction of
debt, expansion into a new geographic area, and introduction of new projects. You will identify the
pros and cons regarding each strategy and use behavioral models and theories to support
analysis and evaluation.
Calculate weighted average cost of capital (WACC) and capital structure – it is critical to
understand tactics for enhancing shareholder value.
Evaluate how financial strategies impact the capital structure – all recommendations must be
based on quantitative analysis with ratio analysis along with qualitative research on how similar
actions impacted other companies or industries.

Learning Activities

https://www.youtube.com/watch?v=1CcRIdUU3sw
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/profitabilityindex_transcript.html
https://www.youtube.com/watch?v=Twpfr2VCIWE
http://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalBudgetingInExcel_transcript.asp
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These resources will help you to complete this discussion:

Buffett, W. (1984, May 17). The superinvestors of Graham-and-Doddsville. Retrieved
from https://www8.gsb.columbia.edu/articles/columbia-business/superinvestors
How Warren Buffett thinks about risk [Blog post]. (2016, March 9). Newstex Global Business
Blogs.
Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

These chapters advance the concept of risk by relating it to return. The concepts of risk and
return are directly correlated. They affect investment and capital project selection and are
incorporated in corporation and investment value.

Chapter 10, "Risk and Return: Lessons from Market History," pages 287–315.
Chapter 11, "Return and Risk: The Capital Asset Pricing Model (CAPM)," pages 316–
355.

Risk management is used by all investors and corporations. This discussion will help you understand
how world-class investors manage risk. These risk management concepts will be employed in the Unit
10 assignment, Financial Engineering to Enhance Shareholder Value. To gain a full understanding of the
impact of risk on the success or failure of capital projects, you should strive to see the different views of
risk and that all should be considered.

Warren Buffett is the most successful investor in our lifetime, and he employs capital budgeting tools
and risk assessments before he decides to invest. After reading the two articles on Buffett, how would
you assume Warren Buffett employs capital budgeting and risk management in selecting which
companies to buy? How do his ideas on risk differ from academic metrics and concepts of risk? Which
are more reasonable? Why is the academic definition of risk different from the definition of risk by
"superinvestors" like Buffett, Munger, and Graham?

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

https://www8.gsb.columbia.edu/articles/columbia-business/superinvestors
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1771445829%3Faccountid%3D27965
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u07d2 - To Diversify or Not Diversify

Course Resources

u07d1 - Learning Components

Examine multiple potential strategies and the impacts on the financials of the firm.
Apply ratio analysis to proposed recommendations.
Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

There are many types of risk: market risk, business risk, financial risk, interest rate risk, reinvestment
risk, and unsystematic risk. Some can be eliminated, some can be reduced, and some have to be
tolerated. Companies and investors seek to reduce risk and eliminate risk, so when they have to
tolerate risk they can be aware of the risks and monitor them.

You should not only be aware of risk but know how to mute its effects. This discussion allows you
to identify risks and see what can be done to mute them.

Diversification is a known portfolio risk reduction technique. Some big investors use this technique and
some do not believe in diversification.

For this discussion, suppose you are a financial advisor who desires to reduce portfolio risk for your
client. Prepare a brief memo to your client that advises him or her on the action you believe would
reduce the risk; in other words, should your client diversify or not diversify?

In your memo, indicate the option you want your client to take, and then explain why this option is the
best one. Make sure you support your reasons with examples, readings, and other relevant information.

Lastly, it is important to assess your own risk. When you think about your career portfolio, what is
the level of risk in:

Your career vision – Can you articulate your desired career goal/outcome/going?
Your resume – Is it up to date, well written, and customized to your target role?
Your LinkedIn profile – Is it complete, up-to-date? Are you engaging with others on LinkedIn?

Graduate Discussion Participation Scoring Guide
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u07s1 - Planning Ahead: Unit 10 Assignment

Your interview skills – Are you prepared to showcase your knowledge, skills, and abilities for your
next job or communicating within your existing role to advance your career?
Your network – Who are you connected with who will help you get to the next job you want, inside
and/or outside your existing organization?

Response Guidelines

Read the memos posted by your peers. Select a memo that takes the opposite action from yours, and
respond with a rebuttal that debates the post. 

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style.

Course Resources

u07d2 - Learning Components

Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

The Financial Engineering to Enhance Shareholder Value assignment, which is due in Unit 10, poses a
scenario where you are the Chief Financial Officer of a large, publicly traded company. You will need to
select a company that you can use as the context for this assignment. 

Your challenge is to select tactics and strategies to financially engineer an increase in stock price. In this
unit, you can start working on the following:

Read the assignment instructions and scoring guide in Unit 10.
Select your company.
Research industry and business information about your company. 

Graduate Discussion Participation Scoring Guide

Career Planning Checklist [PDF]

http://campustools.capella.edu/redirect.aspx?linkid=2855


8/23/2020 MBA5014

https://atlas.capella.edu/app#offering/5431978/course/9689635/preview/coursepreview 41/62

u07s2 - Topic Resources

Unit 8   Growth, Risk, and Return: Efficient Capital Markets/Behavioral Challenges

Begin looking at the calculations you will need to perform. 

Use the MBA Program Resources and the MBA Program Guide to help you get started. 

u07s1 - Learning Components

Examine multiple potential strategies and the impacts on the financials of the firm.
Apply ratio analysis to proposed recommendations.
Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

Refer to these resources if  you need clarification or additional support on the topics for this week:

Sumflows. (2013). Warren Buffett: Diversification [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=wbjPiYE-F4Y
Simon, B. (2013). Finance lecture – risk, return and CAPM [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=3BIIiUyr3-w 

View the segment 1:01:00–1:16:00. 

u07s2 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

Introduction

This week you will:

https://capellauniversity.libguides.com/MBAProgramGuide
https://www.youtube.com/watch?v=wbjPiYE-F4Y
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/WarrenBuffetDiversification_transcript.asp
https://www.youtube.com/watch?v=3BIIiUyr3-w
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/FinanceRiskReturnCAPM_transcript.asp
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u08d1 - Efficient Market Hypothesis Versus Behavioral Finance Models

Participate in a discussion about the two primary theories of investing.
Participate in a discussion about the cost of financing.

This unit continues to explore ways for managing growth, risk, and enhancing return. You will focus on
how to calculate the cost of equity using the capital asset pricing model (CAPM), using historical data,
and using the dividend discount model (DDM). Other computations you will need to know are cost of
preferred stock and cost of debt. Being able to evaluate the cost of financing through weighted average
cost of capital (WACC) will also be thoroughly explored, along with comparing and contrasting market
theories of the efficient market hypothesis (EMH) and behavioral finance.

Learning Activities

These resources will help you to complete this discussion:

Klontz, B. T., & Horwitz, E. J. (2017). Behavioral finance 2.0: Financial psychology. Journal of
Financial Planning, 30(5), 28–29.
Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 13, "Efficient Capital Markets and Behavioral Challenges," pages 390–422. This
chapter contrasts two of the primary theories of investing: the efficient market hypothesis
(EMH) and the behavioral finance view. They are primarily mutually exclusive concepts and
color investors' view of how much they can impact investment returns.

YaleCourses. (2012). Behavioral finance and the role of psychology [Video] |
Transcript. Retrieved from https://www.youtube.com/watch?v=chSHqogx2CI

There are two primary theories of investing: the efficient market hypothesis (EMH) and the behavioral
finance view. They are primarily mutually exclusive concepts and color investors' views of how much they
can impact investment returns.

The EMH indicates that all past, present, and anticipated information is already factored in the prices of
stock. Hence, it is very difficult to outperform the market. Thus, it would be prudent to just invest in
market indexes such as the S&P 500 index. Warren Buffett’s mentor, famed financial pioneer Benjamin
Graham, introduced the concept of the erratic Mr. Market, which is the stock market. Mr. Market is
always there to buy and sell, but his prices are not necessary instructive or reflect real values. Behavioral
finance models indicate that Mr. Market is unstable; thus, the markets can get too enthusiastic and
bubbles can occur on the upside.

http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1902613104%3Faccountid%3D27965
https://www.youtube.com/watch?v=chSHqogx2CI
http://media.capella.edu/CourseMedia/MBA5014/transcripts/BehavioralFinance_transcript.asp
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u08d2 - Costs of Financing

On the downside, Mr. Market can overreact to bad news, which can result in market crashes. If investors
can stay unemotional, they could take advantage of Mr. Market and buy during depressed times and sell
during inflated times.

These concepts are not only important in corporate finance with institutional investors but in personal
finance for individual investors. There is compelling empirical evidence on both sides of the argument,
and it will be wise to see both sides of the coin.

After reading about the two schools of thought, which do you personally believe in: the EMH or
behavioral finance? Explain why, and give examples to justify your response.

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u08d1 - Learning Components

Examine multiple potential strategies and the impacts on the financials of the firm.
Apply ratio analysis to proposed recommendations.
Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

Graduate Discussion Participation Scoring Guide
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These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 12, "Risk, Cost of Capital, and Valuation," pages 357–389. This chapter deals with
one of the most well known financial concepts: the cost of capital, or how to figure the
threshold rate for investment projects.

Edspira. (n.d.). Weighted average cost of capital (WACC) [Video] | Transcript. Retrieved
from https://youtu.be/46oLXwClvkw
Beers, B. (2018, February 9). How is debt "a relatively cheaper form of finance than
equity"? Retrieved
from https://www.investopedia.com/ask/answers/05/debtcheaperthanequity.asp

Not all financing is created equal. Some types are cheaper than others and some are riskier than others
for the issuing company. This is an issue for all businesses, large and small. All businesses are striving
to come up with a combination of financing that is not only safe for them but low in cost. The primary
types of financing are debt/bonds, preferred stock, new common stock, and internal common stock
(retained earnings). Firms will have a combination of these financing options and, as a result, will have a
weighted average of their various types of cost of capital. 

It is important for you to understand the cost of capital and what factors impact the level of costs. Firms
that can lower costs of capital typically have a better array of investing options and with that more
opportunities to increase company value.

For this discussion, prepare a post that considers these points:

How is risk incorporated to determine the weighted average cost of capital (WACC) for a
company?
Which of the cost components that go into WACC is the most expensive form of financing to a
firm, and which is the cheapest? Explain why, and indicate ways companies can lower their
WACC.

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

https://youtu.be/46oLXwClvkw
http://media.capella.edu/CourseMedia/MBA5014/transcripts/WeightedAvgCost_transcript.asp
https://www.investopedia.com/ask/answers/05/debtcheaperthanequity.asp
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Unit 9   Growth, Risk, and Return: Capital Structure/Limits

u09s1 - Activity: Calculating WACC

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

Introduction

This week you will:

Participate in two discussions.
Complete an exercise on calculating WACC. 

The concepts covered in this unit continue exploration of growth, risk, and return, which starts with
examining the basic concepts of capital structure. It is also important to understand how debt financing
is an attractive form of financing but a dangerous one for the issuing company. You will look to factors
(taxes and financial distress) that need to be considered when using debt financing in order to
understand how they impact the use of debt financing. Various types of financing strategies will also be
analyzed and evaluated. 

Learning Activities

Calculating the weighted average cost of capital (WACC) is a tool you can use to determine the cost of
financing. For the assignment in Unit 10, Financial Engineering to Enhance Shareholder Value, you will
need to calculate WACC for a company and then use the WACC, along with other data points, to make
recommendations on enhancing shareholder value. 

In the following multimedia is a scenario that asks you to calculate the WACC for the Fresh Bread
Company. Complete the computation tasks in the media piece.

Graduate Discussion Participation Scoring Guide
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u09d1 - Cheap but Dangerous

Calculating the Weighted Average Cost of Capital (WACC) | Transcript. 

After you are done with the tasks, incorporate what you learned from this exercise into the WACC and
Capital Structure discussion in this unit.

u09s1 - Learning Components

Interpret financial statements to tell a story about the financial condition of a firm.
Conduct effective financial analysis by computing financial ratios and looking at historical data.
Develop actionable items by analyzing financial statement data.

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill. 

The following two chapters deal with the capital structure of a firm, that is, how a firm will
finance itself, via debt or equity. These chapters examine the features, benefits, and
negatives of financing through both financing types.

Chapter 14, "Capital Structure: Basic Concepts," pages 423–450.
Chapter 15, "Capital Structure: Limits to the Use of Debt," pages 451–479.

Among the two primary financing types of debt and equity, debt has features that are attractive to
corporations. Since bonds are safer to investors than stock, the required rate of return to investors is
lower on bonds or debt; hence, the cost to the issuing corporation is lower. Additionally, debt interest is
tax deductible to the corporation, while stock dividends are not—this makes the cost of debt even
cheaper than stock. However, there are risks to the issuing corporation associated with bonds, which
are not present with stock financing. These include risks of financial distress, which could lead to
bankruptcy.

By learning from companies that have experienced financing mistakes, you can assess the risks and
benefits of each type of financing. Prepare a post that addresses the following:

Explain why debt financing is the cheapest form of financing but also the most dangerous form of
financing.
Research a company that went bankrupt because of this and explain how and why as it is related
to financing.

https://media.capella.edu/CourseMedia/MBA5014/GuidedPath/CalculatingWACC/wrapper.asp
https://media.capella.edu/CourseMedia/MBA5014/GuidedPath/CalculatingWACC/transcript.asp
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u09d2 - WACC and Capital Structure

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

These resources will help you to complete this discussion:

Pysh, P. (2012). What is financial risk [Video] | Transcript. Retrieved
from https://www.youtube.com/watch?v=-4mXnFK0ecM
Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

The following two chapters deal with the capital structure of a firm, that is, how a firm will
finance itself, via debt or equity. These chapters examine the features, benefits, and
negatives of financing through both financing types.

Chapter 14, "Capital Structure: Basic Concepts," pages 423–450.
Chapter 15, "Capital Structure: Limits to the Use of Debt," pages 451–479.

Understanding Finance. (2014). James Tompkins: The capital structure decision and
taxes [Video] | Transcript. Retrieved from https://www.youtube.com/watch?v=HeWcPUk8rGw

View the first 15 minutes of the video.

This week you completed an interactive exercise on computing WACC. In doing so, you saw the
fluctuation of WACC by employing varying amounts of debt and equity financing components.

Graduate Discussion Participation Scoring Guide

https://www.youtube.com/watch?v=-4mXnFK0ecM
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/WhatisFinancialRisk_transcript.asp
https://www.youtube.com/watch?v=HeWcPUk8rGw
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/CapitalStructureDecisionTaxes_transcript.asp
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Unit 10   Growth, Risk, and Return: Dividends/Short-term Finance and Planning

It is important for you to understand the cost of capital and what factors impact the level of costs
because firms that can lower costs of capital typically have a better array of investing options and with
that more opportunities to increase company value. As a result, all firms should strive to combine their
financing mix to the point where the overall WACC is at its lowest point. This way, the lowest cost of
financing will allow for a greater variety of investment projects to invest in.

For this discussion, make sure you have completed the Calculating WACC interactive exercise in this
unit's study. Based on your experience with the exercise and the materials for this week, indicate why
companies have their own individualized capital structure and resulting WACC. How does WACC and
capital structure affect the attractiveness of the firms to investors?

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u09d2 - Learning Components

Examine multiple potential strategies and the impacts on the financials of the firm.
Apply ratio analysis to proposed recommendations.
Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

Graduate Discussion Participation Scoring Guide
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u10a1 - Financial Engineering to Enhance Shareholder Value

Introduction

This week you will:

Participate in two discussions.
Submit the Financial Engineering to Enhance Shareholder Value assignment.

The theme of growth, risk, and return culminates with an exploration of dividends/short-term finance and
planning. You will be exposed to dividend policy and other ways to financially engineer higher prices
such as stock splits/dividends and stock repurchases. Short-term finance and planning policy concepts,
including cash budgeting and short-term funding, will also be analyzed. 

Learning Activities

Introduction

This portfolio work project will illustrate what potential financial strategies can be employed by firms to
impact company valuation and how they should be financed. This is a relevant concept for both large
and small companies. You will have a chance to apply the skills expected of an MBA graduate; from the
financial management perspective, you should be able to: 

Utilize financial strategies that will increase the price of stock. 
Calculate WACC and capital structure.
Evaluate how financial strategies impact the capital structure.

This assignment requires you to examine a major public company and provide recommendations on
how shareholder value could be enhanced, with resulting impact on the firm’s capital structure and stock
value. You will estimate the firm's current WACC. 

Scenario

Fast forward to when you have successfully completed the MBA program. You are now a Chief Financial
Officer of a large, publicly traded company at (go ahead and insert your dream company here). Using
your dream company, conduct extensive research on the current situation of the company using
resources like the Wall Street Journal, Bloomberg, GuruFocus, Yahoo Finance, EDGAR, and the
Capella library. As the CFO, you have been given a project by the CEO and Board of Directors to
prepare a report on ways to financially engineer the company to increase stock price. 
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From the company’s website, go to the financial section and examine the financial statements (income
statement, balance sheet, and statement of cash flows) and 10K and 10Q reports, and conduct a
financial ratio analysis including the following: current ratio, debt to equity ratio, return on equity (ROE)
ratio, dividend yield, earnings per share (EPS or the last 4 quarters), price to earnings ratio (P/E), and
market to book ratio. Compare these ratios to those of the company's nearest competitor.

Assume that the objective of upper management is to maximize shareholder value by increasing the
price of the stock. Describe the subjective impacts (threats, opportunities, competitive edge) that are
unique to the firm and its industry that you found in your research.

Based on the ratio results and research, from the following list of ways to financially engineer an
increase in stock price, evaluate each method, examine its pros and cons, and then select the best
ways for the firm to increase the stock price. Be as specific as you can by using qualitative
assessments without proprietary company information:

1. Capital expenditures—new equipment, plant, machinery, marketing/advertising campaign, computer
infrastructure (only choose if your research of the firm has discovered some specific opportunity
here).

2. Merger/acquisition of a competitor.
3. Stock repurchases.
4. Dividend policy change—increase, decrease, stock split, stock dividend.
5. Reduction of debt.
6. Expansion into a new geographic market.
7. Introduction of new products/services.

Your Role

You are the Chief Financial Officer of your selected company. 

Requirements

The report you submit to the CEO should meet these expectations:

Evaluate strategies used to increase stock prices and shareholder value. 
Analyze strategies to employ cash to potentially increase shareholder value and the impact
on financial risk of the entity, such as capital expenditures, mergers/acquisitions, stock
buybacks, dividend increases, reduction of debt, expansion into a new geographic area,
and introduction of new projects.

Analyze financial statements and ratio analysis to determine the optimal strategies. 
Describe the subjective impacts that are unique to the firm and its industry through ratio
analysis of the financial statements and qualitative research.
Relate the analysis to the strategies.
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Identify the pros and cons regarding each strategy. Use behavioral models and theories to
support your analysis and evaluation. Determine the best strategies, and describe how
earnings and stock price can be increased by these choices. Comment on how the efficient
market hypothesis may impact stock price with the recommendations.

Recommend the best strategies to gain the most optimal performance.
Provide justification and rationale for your recommendation.
Align your recommendations with analysis and data.
Provide examples and analysis to defend recommended strategies.
Connect the recommendation to methods and models of financing and investing. 

Evaluate how the recommendation will be financed and how it will impact the capital
structure and the risk of the company and the WACC.

Calculate the firm’s current WACC and capital structure (percentage of assets financed by
liabilities versus percentage of assets financed by shareholder equity).  
Determine whether the firm has sufficient finances to fund your recommendation internally
(with cash) or if it needs to raise funds externally.
If external financing is required, decide between common stock and debt (bonds) and
explain the rationale for your decision.
Examine how your strategy recommendation will potentially impact WACC, capital structure,
the overall risk of the company stock, and the effect on the stock price.

Deliverable Format

Report requirements:

Ensure written communication is free of errors that detract from the overall message and quality.
Use at least three scholarly resources. 
Your report should be between 8 and 10 pages.
Use 12 point, Times New Roman. 

Related company standards:

This report is a professional document and should therefore follow the corresponding MBA
Academic and Professional Document Guidelines, including single-spaced paragraphs.
Use APA-formatted references. 

Evaluation

By successfully completing this assignment, you will demonstrate your proficiency in the following course
competencies through corresponding scoring guide criteria:

Competency 2: Analyze financing strategies to maximize stakeholder value.
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u10d1 - Dividend Policies

Evaluate strategies used to increase stock prices and shareholder value.

Competency 3: Apply financial analyses to business planning and decision making.
Recommend the best strategies to gain the most optimal performance.

Competency 4: Use data to support evidence-based financial decisions.
Analyze financial statements and ratio analysis to determine the optimal use of cash.
Evaluate how the recommendation impacts the capital structure and the risk of the company
and the WACC.

Your course instructor will use the scoring guide to review your deliverable as if they were your CEO.
Review the scoring guide prior to developing and submitting your assignment.

ePortfolio

This portfolio work project demonstrates your competency in applying knowledge and skills required of
an MBA learner in the workplace. Include this in your personal ePortfolio.

Course Resources

These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 16, "Dividends and Other Payouts," pages 480–515. This chapter discusses
dividend policy deals with real returns to shareholders. Short-term financial planning is the
essential discipline of finance to ensure that the firm's liquidity is intact and that ongoing
operations of the firm are secure.

Dividend policy deals with real returns to shareholders, and, thus, it has a profound impact on stock
valuation and price. Dividend policy is a signal to shareholders and other stakeholders. If dividends are
increased, shareholders will assume that management likes the future prospects of the firm. Likewise, if
dividends are not increased or, in fact, cut or suspended, that is a very negative telling sign.

Writing Feedback Tool

http://campustools.capella.edu/redirect.aspx?linkid=2037
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u10d2 - Short-Term Cash Management

By examining the importance of dividends to shareholders, you will see that half of the historical returns
of the stock market came from dividends. In this post, discuss the following:

What are some of the factors that go into management’s decision to initiate payment of dividends,
or to increase or decrease dividends? Look at the history of a specific company, and use the
information to explain. 
How can dividend policy impact the price of a stock? 

Why do some investors love dividends and some abhor dividends? 

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

u10d1 - Learning Components

Examine multiple potential strategies and the impacts on the financials of the firm.
Apply ratio analysis to proposed recommendations.
Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

Graduate Discussion Participation Scoring Guide
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These resources will help you to complete this discussion:

Ross, S. A., Westerfield, R. W., Jaffe, J. F., & Jordan, B. D. (2018). Corporate finance: Core
principles and applications (5th ed.). New York, NY: McGraw-Hill.

Chapter 18, "Short-Term Finance and Planning," pages 550–581. In this chapter, see how
short-term financial planning is the essential discipline of finance to ensure that the firm's
liquidity is intact and that ongoing operations of the firm are secure.

Moy, R. (2013). Short term financial planning – uses and sources of cash [Video] |
Transcript. Retrieved from https://www.youtube.com/watch?v=waO9sBRaSDc

Short-term financial planning is the essential discipline of finance to ensure that the firm's liquidity is
intact and that ongoing operations of the firm are secure. The examination of concepts like working
capital, cash budgets, cash management, and short-term borrowing will show that without prudent
attention to this area, financial distress will occur. Firms need to line up their needed capital not when
they need it but before they need it. Hence, the planning and control functions that come into play in
short-term financial planning are mandatory activities for all businesses, huge or small.

In this discussion, by being exposed to cash management and planning concepts, you will develop a
better understanding and appreciation of the importance of this part of the finance discipline to the
ongoing solvency of businesses.

Research a new start-up company (in business 1–2 years) that went bankrupt because they grew too
fast. Explain how that can happen as it relates to short-term cash management.

Response Guidelines

Read the posts submitted by your fellow learners, and prepare a response to at least two other learners.
You may use these ideas to craft substantive response posts:

Raise additional points not considered, and explain the relevance. 
Identify gaps you noticed in the logic or argument.
Suggest other ways of thinking about or uses for the ideas or information. 
Connect ideas to your own experiences and observations to elaborate on the main ideas.
Come up with your own way to "dig deeper" into the posts.

Whether in academia or in a professional setting, you should strive to support your thoughts and ideas
with current research and cite your sources using APA style. 

Course Resources

Graduate Discussion Participation Scoring Guide

https://www.youtube.com/watch?v=waO9sBRaSDc
https://media.capella.edu/CourseMedia/MBA-FPX5014/transcripts/shorttermfinancialplanning_transcript.html
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u10s1 - Topic Resources

u10d2 - Learning Components

Examine multiple potential strategies and the impacts on the financials of the firm.
Apply ratio analysis to proposed recommendations.
Provide a report that is a concise examination of the potential strategies with a rigorous
justification.
Select a firm and examine the various strategies to employ cash; make a recommendation to
potentially increase shareholder value; justify the recommendation based on revised financial ratio
analysis and research that illustrates similar situations.

Calculating WACC and Maximizing Shareholder Value

Refer to these resources if  you need clarification or additional support on the topics for this week:

Adams, M. (2017, September 26). How to calculate the WACC from a balance sheet. Retrieved
from https://bizfluent.com/how-5325911-calculate-wacc-balance-sheet.html
Baker, H. K., & Weigand, R. (2015). Corporate dividend policy revisited. Managerial
Finance, 41(2), 126–144.
Bochman, A. (2013, June 24). Do dividends create shareholder value? [Blog post]. Retrieved
from https://blogs.cfainstitute.org/investor/2013/06/24/do-dividends-create-shareholder-value/
Boyte-White, C. (2017). How dividends affect stock prices. Retrieved
from https://www.investopedia.com/articles/investing/091015/how-dividends-affect-stock-
prices.asp
Chemmanur, T. J., & Liu, M. H. (2011). Institutional trading, information production, and the choice
between spin-off, carve-outs, and tracking stock issues. Journal of Corporate Finance, 17(1), 62–
82.
Macabacus. (n.d.). Spin-offs and split-offs. Retrieved from
http://macabacus.com/restructuring/spin-offs
Hollberg, M. (2017). That’s WACC! The Web’s best WACC calculator. Retrieved
from http://thatswacc.com/index.php
Picardo, E. (2015, September 7). Comparing spin-offs, split-offs and carve-outs.
Retrieved from https://www.investopedia.com/articles/investing/090715/comparing-spinoffs-
splitoffs-and-carveouts.asp
Yang, J. L. (2013, August 26). Maximizing shareholder value: The goal that changed corporate
America. The Washington Post. Retrieved
from https://www.washingtonpost.com/business/economy/maximizing-shareholder-value-the-goal-

https://bizfluent.com/how-5325911-calculate-wacc-balance-sheet.html
http://library.capella.edu/login?qurl=https%3A%2F%2Fsearch.proquest.com%2Fdocview%2F1648571459%3Faccountid%3D27965
https://blogs.cfainstitute.org/investor/2013/06/24/do-dividends-create-shareholder-value/
https://www.investopedia.com/articles/investing/091015/how-dividends-affect-stock-prices.asp
https://www-sciencedirect-com.library.capella.edu/science/article/pii/S0929119910000544
http://macabacus.com/restructuring/spin-offs
http://thatswacc.com/index.php
https://www.investopedia.com/articles/investing/090715/comparing-spinoffs-splitoffs-and-carveouts.asp
https://www.washingtonpost.com/business/economy/maximizing-shareholder-value-the-goal-that-changed-corporate-america/2013/08/26/26e9ca8e-ed74-11e2-9008-61e94a7ea20d_story.html?utm_term=.0111a712b4cc



