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	Course Code and Title:  

ECN 5355X The Theory of Corporate Finance (Independent Study)
	Course Credits: 3 / 5 ECTS


	Semester: Fall 2023

	Time and Place of the Lecture: 
Office


	Instructor: 
Gerald Pech
	Office Phone:
8 727 270-43-49 (internal 3274)
8 777 3934146

	Office: 505 Valikhanov
	Office Hours: 

	Email:

gpech@kimep.kz
Moodle Page

https://el2019.kimep.kz/course/view.php?id=1459
	Support: css_coordinator@kimep.kz


Course Prerequisites: none
This Course is a Prerequisite for No Other Course
Course Description

The course develops an in-depth understanding of the financial relations of the firm and their impact on corporate governance. Topics include the theoretical and empirical study of the financial structure of the firm, financing constraints, risk management, contracting and monitoring under asymmetric information, control rights, mergers and acquisitions and security design.

Learning Objectives
· Appreciate the role of asymmetric information for corporate governance
· Understand how financial decisions of the corporation impact on and are shaped by the conflict of interest within the corporation

· Relate phenomena in financial markets and contract clauses to asymmetric information problems in the corporation

Intended Learning Outcomes

Students should be able to
· construct the relationship between corporate governance and corporate finance

· demonstrate the central neutrality proposition of Modigliani-Miller and explain its implications

· evaluate empirical evidence in relation to Modigliani-Miller

· show the relationship between moral hazard and credit constraints 

· show how project diversification and collateralization affect borrowing capacity
· show the impact of moral hazard on equilibrium term structure

· demonstrate how adverse selection results in credit constraints
· establish the relationship between credit constraints on the one hand and cost of capital and economic activity on the other hand
Indicative Assessment Scheme

Assessment Scheme

I. Continuous Assessment:


1st report



10 %

2nd report



10 %

Midterm 



40 %

Sum continuous assessment: 

60 %

II. Final Assessment

3rd and 4th report 


10%

 
Final Exam 



30 %

Total





100%

Grading Scale (see course catalogue)

A+
90-100


C+
67-69

A
85-89


C
63-66

A-
80-84


C-
60-62

B+
77-79


D+
57-59

B
73-76


D
53-56

B-
70-72


D-
50-52





F
0-49

Course Policies and Instructor’s Expectations of Students

Reports
There are going to be 5 question/problem sets. Worked out answers have to be handed in by the time of the next meeting. The best 3/5 answers will be evaluated.
Attendance

Attendance is encouraged to ensure proper feedback on the worked-out assignments.

Honesty

Any attempt at cheating in an exam will result in zero marks on the exam. Rules and procedures for cheating apply as laid out in the KIMEP catalogue.
Attendance 

If a student misses more than one class session, the final grade will be reduced by 5 percentage points. 

Academic integrity 

Academic honesty is expected of all students. Cheating and plagiarism are violations of academic honesty. Any student found violating the academic policy will receive zero marks on the assignment. According to the catalog, if the weight of the assignment where the violation has occurred is more than 10%, the offence is a level 2 offence and has to be referred to the Academic Integrity Committee. 

The university policy on academic integrity is laid out in the KIMEP Catalogue https://www.kimep.kz/about/files/2018/02/Catalog-for-AY-2023-2024_final.pdf .

Any fact or idea taken from another person should be referenced. Representing another author's work as one’s own is plagiarism. Other forms of cheating include: 

· Copying from another student; 

· Submitting someone else’s work;

· Using unauthorized notes; 

· Not indicating sources (both in-text and after text); 

· Falsification of sources; 

· Falsification of data;

· Self-plagiarism (‘recycling’ your earlier work); and 

· Mechanical paraphrase, electronic translations, editing services, and other cases noted by the instructor

Policy on the Use of Generative AI Software

The following general guidelines apply to the use of Generative AI in learning and writing exams:
· Use of AI tools is permitted to help brainstorm assignments, to revise existing personally generated work, or to prepare for exams.

· Students must clearly attribute what AI-generated material informed or supported their work by clearly marking parts that were generated by AI.

· Students’ primary responsibility is to ensure the accuracy of AI-produced information.

· All work submitted by students for grading must be produced by the student (individually or, where explicitly permitted, in groups).

· All written assignments must be uploaded to the Learning Management System (Moodle). 

· It is prohibited to use generative AI tools to generate any part of an assignment.

· As a general rule, using AI to generate content qualifies as academic dishonesty.
Class schedule

	Week
	Date
	Topic
	Reading*)

	1
	21.09.
	1. Introduction, Corporate Finance & Governance
2. Modigliani-Miller and the Financial Structure Puzzle
	1, 2

	
	24.09.
	Report 1 due
	

	2


	28.09.
	3. Outside Financing Capacity 
	3.1-3.2

	3


	26.10.
	3.b Outside Financing Capacity: Debt Overhang and Equity Multiplier (Report 2)

	3.3 – 3.6

	
	30.10.
	Midterm Exam
	

	4
	02.11.


	4. Determinants of Borrowing Capacity, 
	4.1-4.2, 4.6

	5


	09.11.
	5. Liquidity and Risk Management (Report 3)

	5.1, 5.2., 5.4



	6

	07.12.
	6. Corporate Finance under Asymmetric Information

7. Entry Exit and Speculation
	6.1-6.3

8

	7
	10.12.
	(Report 4)
	8

	
	14 .12.
	Final Assessment
	


*) Refers to Tirole
This syllabus may be subject to pre-announced changes!
Instructional Resources

Main Textbooks: 
Berk, Jonathan and Peter DeMarzo, Corporate Finance, 4th ed., Pearson 2017.

Tirole, Jean, The Theory of Corporate Finance, Princeton University Press 2006.
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