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Course Code MCM5201 Semester II 

Course Title CORPORATEFINANCE 

Credits 4 Type Core 

This course shall have 3 lecture hours, 2 practicals, 1 tutorial. 

 

This is a Skill based, employability based, and entrepreneurship skill based course. 

 

Course Objective 

 

The main objective of the course is to provide the conceptual background for corporate financial 

analysis from the point of corporate value creation. And also to develop a theoretical framework 

for understanding and analyzing major financial problems of modern firm in the market 

environment. 
 

Learning Objectives 

 

 To introduce students to financial management and its importance and its applications in 

business, their relationship with the business environment and the role and functions of 

chief financialofficer.
 To evaluate various financial decisions and its implications onshareholders.
 To make the student understand the basic concept of Operating and FinancialLeverage.
 Todemonstratetheimportanceofworkingcapitalmanagementandthetoolstomanageit.
 Togivetheknowledgeaboutfinancialanalysisofanorganizationintermsof risk analysis, capital 

structureapproaches.
 To find out the cost for the capital and various dividendtheories.

Course Structure 

UNITI: 

FinancialManagement:Meaning,natureandscopeoffinance;financialgoal-profitVs. Wealth 

Maximization; Finance functions – investment, financing and dividenddecisions. 

Capital Budgeting: Nature of investment decisions; Investment evaluation criteria – net present 

value. Internal rate of return, Profitability index, payback period, accounting rate of return; NPV 

and IRR comparison; Capital rationing; Risk analysis in capital budgeting, Sustainable finance. 

 
 

UNITII: 

CostofCapital:Meaningandsignificanceofcostofcapital:Calculationofcostofdebt, 

preferencecapital,equitycapitalandretainedearnings;Combinedcostofcapital(weighted);Cost  of 

equity and CAPM. Operating and Financial Leverage: Measurement of Leverages; Effects of 

operatingandfinancialleverageonprofit;Analysingalternatefinancialplans;Combinedfinancial and 

operatingleverage. 
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UNITIII: 

CapitalStructureTheories:TraditionalandM.M.Hypotheses–withouttaxesandwith taxes; 

Determining capital structure inpractice. 

 

UNIT IV: 

Management of Working Capital: Meaning, significance and types of workingcapital; Calculating 

of operating cycle period and estimation of working capital requirements; Financing 

ofworkingcapital;Sourcesofworkingcapital;Factoringservices;Dimensionsof working capital 

management. Management of cash, receivables andinventory. 

 
 

UNIT V: 

Dividend Policies: Issues in dividend decisions, Walter’s model, Gordon’s model, MM Hypothesis, 
dividend and uncertainty, relevance of dividend; Dividend policy in practice; Forms of dividends; 

Stability in dividend policy; Corporate dividend behavior. 

 
 

Practicals 

 

 Prepare an analytical review on investment evaluation criteria of the NBFCs 

 Evaluate the internal rate of return, Profitability index, payback period, accounting rate 

of return, NPV and IRR of Investment companies. 

 

Skill 

 
 Students are able to develop analytical skills on various components of financial 

statements.
 Students are able to examine the characteristics of various forms of dividend and the 

stability in dividendpolicy.
 Students captivate understanding ofcorporate structure

Learning/Course Outcomes 

 

 To understand basic concepts and theories of FinancialManagement.
 To apply the fundamental concepts and tools offinance.
 Understand various theories, policies and practices of dividend.
 Understand the concept, components and importance of workingcapital.
 Estimate working capital requirement
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Theory and Problem: - 40:60 


