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Introduction to Instructor z

.
® Instructor: Dr. Tao Yuan (5= 7%)

Room 1613 Anzhong Building

Email: finyuan@nju.edu.cn

® Course materials will be placed on {37 F7.

® Teaching Assistant:
0 Mrs. Wei Sheng(%2%4%), PhD student
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Required Tools ;
o

® Textbook: Corporate Finance, 11th Edition, English Version, /2 jﬂlﬂﬁ 11K,
FA T M 3 Akxt. https: /Jitem. id.com/12625332.html

® Other materials:
® Excel Spreadsheet
® Online Financial Calculator(lf55/4 54 1T E2%)

® Al tools:
® You can use them to assist you study, but I

recommend not depending on them too much.

ERITHEES
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Financial Calculator 4

One source: https://purecalculators.com/zh-CN/category/finance

T E R

WS BRSEBRFER. ERIMRETFSMSTRRRBHELEREH

5. HHHAERE, SHISNSEFHIEELE— 1 5HHHEXHINEE.
HEHALRERNEDFLEN, BAURRFE. EMARBER
BREMHMENFRE, HHEFRTLLEMZIESHA, EEZHEZHNEE
FHEA W ZER. EBIHERA, EAAhH AT TEREHERZE. |’
FEENESEEFRANSEHESENER. RP—EERRmTETRSH
B9, MERFHINR.

2tg X

sin2X = 2sin X-cos X = Ttg?X
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About this course ;
B R

® Pre-requisite: You should learn Introductory Accounting (F#li<1T) and be
familiar with financial statement.

® This course lets you know basic steps to analyze a company. More natural
science oriented than social science oriented.

® Able to value a financial asset, a project, or even a company and understand
corporate financial policies from the view of CFO.

® Train your presentation skills and English.
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Should | take this course? :
B R

® Yes. If you

CIWant to learn finance.

CIPlan to find a job in the financial industry, such as brokerage firm, commercial bank, and
investment bank.

COWant to work with me in KZE G2, REMIE X AE

®No. If you

CAre lazy to learning new things and to challenge yourself.
CIWant to spend little time but get a high score.
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How can we explain this? 7
- ;.

® Case |

2015-8-7 HA(NASDAQ:ID)E A — it %, A "FEHKFHCEOX| A
ERUE R0 FN, FFEEATEAAICART, HEA a2 0.X] 582K
VI PAS 7N et YT [N

® Case 2

2020-8-3 FEA 14 (688185) &I GItk, =8 “HreiEm s — k" KEA
TR JE _ElKk124%, #R4707T, 1EI|3JE):@KH]E3LI&’F’ mé@%&%&% 117G,
REA AW (06185 HK) U EL N 198. 137G,  AHELARE393. 11 ST AN #%

=¥ 7N
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What is the relation between them? ;
]

Shareholders (f%7%<)

/ ® j({ﬂﬁ;ﬁ:\, /J\H&;_E
Managers (ERMVZZIEAN) ESfAE S

- /S NECRPTTNE S S
o mam MH PRIBEHE

ICNZ=T

® MEFEE ANTKRBEF

IT]

Py — AA

Directors (EZE)

o EEK G EFSIFF
® MYES

® HITES
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Corporate Governance 9
o

ALFMMMER 2RE WEHAM #NOLSS

IR REEFE REEED  USNUSRE HNE  EERFAR  QATRE RAEIE

2Kk J. MICHAEL EVANS
EFREFRGE LFEESH
N £ ke J. Michael EVANS 2D
£ EERAFNGTE EERER EE
HEIE Wan Ling MARTELLO BEE MEE
BUES WAES BUES BUES
fEm TR REF Kabir MISRA
ERESE e AT ERRTE RUES BUES

What is the role of CFO (Chief Financial
Officer)

VRS BT
LSEHEFAGE AIRERERRTE
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Financial Analyst L
o

09:40 N\ HTEE S
X cee
. IEXAET! 2025 E-+=EBIFME
Firm Investor B A VT 4 IR |
- ‘ Tl Q2A
v B

* GAORELANMMTERBEBIRE
e HXicR. EMBREANER
e FIABIBEHEFSE, ARNMITEIESR

® Investors have limited time and professional skills to process == et
information flow from firms.

® Analysts stand 1in the middle by digging and disseminating
information and sell their reports to investors.

® Knowledge in corporate finance is a must as a financial analyst.
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Introduction to Financial Statement l
B R

® Financial Statement (I 354 %%) provides investors with information on the
financial health of a company. (f5]+: HEAFZE2020FETFZEHR)

® Financial statement mainly consists of three major sheets”
® Balance sheet (R~ {ER)
® Income statement (375 3<)
® Cash flow statement Gl &R =3R)

® Accural accounting (fX 55 & & ) income is reported when it is earned, or
accrued, even though no cash flow has necessarily occurred.
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How to find a Financial Report? 2
- ;.

® FHAaEFI—WAEFEXR

¢ fiEx. L3P, ARRFAERIKES

® FUERMNE: WIND (hE£F%is), @M, Bloomberg,
Thompson Reuters

XAnESE]: FE3I4R M
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Balance Sheet £

2020 2019
Current assets:
Cash and equivalents $140  $107
Accounts receivable 294 270
Inventories 269 280
Other 58 50
Total current assets $761 $707

Fixed assets:
Property, plant, and equipment $1,423 $1,274

Less accumulated depreciation (550) (460)

Net property, plant, and equipment 873 814

Intangible assets and other 245 221
Total fixed assets $1,118 $1,035

Total assets $1,879 $1,742
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Balance Sheet @ ’

® BS reflects the financial position of a company at one point of time.

® Basic rules

[0 Asset=Liability + Equity
[0 Net working capital=Current asset-Current liability

[0 Capital spending = Ending fixed assets — Beginning fixed assets +
Depreciation
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15

Income Statement

. (" Total operating revenues $2.,262
The operatlons Cost of goods sold 1,655
section of the < Selling, general, and administrative expenses 327
income statement Depreciation — 20
, \— Operating income $190
I'CpOI’tS the firm’s Other income 29
revenues and Earnings before interest and taxes $219
Interest expense 49
CX.pCI.lSGS from . Pretax income $170
pr1n01pa1 operatlons. Taxes 84
Current: $71
Deferred: $13
Net income $86
Addition to retained earnings %43

Dividends: $43
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Income Statement 6
B S

® Income statement measures revenue and expense over a specific period.

® Basic rules

[0 Revenue — Expense = Income
[0 EBIT = Sales — Cost — SG&A — Depreciation
[0 Net income = EBIT — Interest — Tax = Retained earning + Dividend

® Non-cash item

[0 Depreciation is the most apparent. No firm ever writes a check for “depreciation.”

[0 Thus, net income is not cash.
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Cash Flow Statement b
B R

® Cash flows are hard to manipulate. Three components of CFS:

[0 Cash flow from operating activities (CFO)
[0 Cash flow from investing activities (CFI)
[0 Cash flow from financing activities (CFF)

® Basic rules

[0 CFO + CFF + CFI = Change in cash balance
[0 CFI= Purchase of fixed assets + Sale of fixed assets
[0 CFF= Net borrowing + Net stock issuance + Dividend
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The link between the three statements s
B R

® Balance sheet and Income statement

Net income = Retained earning + Dividend

® Balance sheet and Cash flow statement
Change in cash balance = CFO+CFI+CFF

® Income statement and Cash flow statement

CFO = Net income + adjust non-cash items + Adjust current assets and liabilities



Copyright © Tao Yuan

Financial Ratios 0
] @\—

I. Short-Term Solvency, or Liquidity, Ratios

Surrent assots Days’ sales in receivables = 365 days
Current liabilities 4 ' "~ Receivables turnover

Current ratio =

Current assets — Inventory Sales
i io = Total asset turnover = ———————
Quick ratio Current liabilities Total assets
: Cash Capital i .. Total assets
— apital intensity = —c_——
Cash ratio = = et liabilities P v Sales
Il. Long-Term Solvency, or Financial Leverage, Ratios V. Profitability Ratios
‘ Total assets — Total equity Profit margin = Net income _
Total debt ratio = ToRl Asete Sales 7]6(

Net income
Total assets

Debt—equity ratio = Total debt/Total equity Return on asse

Return on equity

Equity multiplier = Total assets/ Total equity

Net income

Total equi
Times interest earned ratio = lEﬁ quicy
Qercst ROE — Net income X Sales x Assets
EBITDA ~ Sales Assets “ Equity

Cash coverage ratio = T —

V. Market Value Ratios

I1l. Asset Utilization, or Turnover, Ratios Price per share
rice—earnipgs ratio = -
Cost of goods sold g Earnings per share

Inventory turnover = Inventory

+ Hook miibi— Market value per share
365 days Hartketlo Book o = pcrie villie per share

Inventory turnover

Days’ sales in inventory = .
nterprise value
EV multiple = [EEITD A

Sales
Accounts receivable

Receivables turnover =
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What is Financial Management? 20
.

® Financial manager and analyst mush understand: Balance Sheet Assets, Liabilitiesand Equity
[J Valuation: What is an asset or a company worth?

[ Investment decision: How to spend money? What Liabilities
long-term investments should the firm choose? Aeers

[ Financing decision: How to raise money? How should

the firm raise funds for the selected investments? Equity

] Impact of financial policies: How investment or
financing decisions impact firm valuation?
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Finance vs. Accounting .
-

® Accounting ® Finance
[0 Historical performance, e.g., book [0 Determine value based on future forecast,
value ¢.g., market value
0 The accuracy and reliability of [0 Rely on the information provided from
financial reports accounting statement
[0 Backward looking and rule-based 0 Forward looking and need personal
O CPA, &1 & #EFER judgment and experience

O CFA, FRM, 135 ME ZFA8IIE, $RITM A
WAGIUE
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The goal of Financial Management 2

® Traditional view: maximize firm value or maximize shareholder’s wealth. Not
maximize profits.

® Nowadays: take environmental, social, and governance (ESG) aspects into consideration.

B#F155! /&EBSD! LEEE. WAHHHF, ESGRAANLE
KIg?

BiTEF

gp R R RPN 3 S e
N+ FEBBEREENRTERE
* SE2AY), BHN—E (ESGRUBBRISWEFT? ) KBNS

ESGrf#ERIEISWHE T2

cuen 278 «<
ESGERIKT!
“{AVESGEBIIEEBF10-15h, NESRF2-485, SEBANEEFEKE, " ESGHELMNAiR,
E'RAEHF " ZEOETLETFEZF,

FESBRNAVESCEEMAT BTRAHEMBRNIEK, FEHBESCHA, EEFEREERR
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Investment Decisions 4, .
B S

® Investment Decision (F3FA25EK)

Purchase real assets which will generate cash flow in the future

® Examples

[0 Media acquires Kuka for €37.07 billion

[0 Tesla spends $1.46 billion in research and
development for new car model in 2018
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Capital Budgeting 24

]
\
What long-term
Investments
> should the firm
choose?
S
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Financing Decisions 5 :
.

® Financing Decision (Bh#&1%K)
[ Sell financial assets and obtain cash flow immediately
] Equity financing and debt financing

[J Less important than investment decision

® Examples

[0 Nongfu Spring decides to raise $1.1billion in
Hong Kong IPO 1 August 2020

[0 Walmart buys back $6.7 billion of its shares




Capital Structure Decision 2 L
.

How should the

firm raise funds
for the selected
investments?




Short-Term Asset Management 2 S

How should
short-term assets
be managed and
financed?



