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Corporate Finance Programme

DAY ONE

Introductory Issues 

· What is corporate finance?

· Theory vs practice

· Value drivers

· The central role of risk

· Overview of valuation and pricing methodologies

· Why markets are not perfect, and the implications arising therefrom

· The financial market cycle

Getting to Grips with Free Cash Flow

· Its derivation

· Why it is important

· Role in cash management

· Role in valuation

· Role in transaction structuring

Understanding Financial Structuring

· Operating leverage

· Growth strategies

· Liquidity

· Is there an optimal capital structure?

· Reaction of the financial markets to volatility

Review of General Skills

· Continuous stream discounting

· Lump sum discounting

The Practicalities of Valuation

· Return on capital

· The cost of capital

· Currency issues

· Risk free rates and substitutes if unavailable

· The market premium - traditional approaches

· New world and paradigm theory

· Corporate betas, sectoral betas, when are they a good proxy for cashflow volatility

· When betas are not available or are ‘corrupted’ – what to do

· Investment horizons

· The ongoing period

· Obsolescence and dilution

· Sensitivity analysis to determine the valuation range

Case Study 1: Performing a Valuation and Sensitivity Analysis

DAY TWO

Demystifying Pricing Techniques 

· Determining appropriate comparative businesses

· P/E, EBITDA, EBIT multiples

· Total enterprise value

· Relative growth rates

· Accounting issues in comparative analysis

· Cash multiples

· Total enterprise value

· Comparative ratios

· Non-financial multiples

Getting to Grips with Emerging Markets

· Inverse derivation of the growth rate or the market penetration required

· Issues with risk free rate, market premium and betas

· Availability of substitutes

· When to acknowledge value is speculative

Case Study 2: Determining a Business and Financing Strategy

Project Appraisal Techniques

· Differential cashflows

· Decision-making

· The role of option pricing in valuations

· Sensitivity analysis

Adaptive Situations

· Dividend valuation, problems, and when to use it

· The effect of leverage, and whether and when betas should be levered

· ‘Adjusted present value’

· Acquisitions

· The valuation of private companies

DAY THREE

Mastering Acquisitions

· The European Directive to be enacted by member state by May 2006

· The features that will be common across Europe

· Pricing and valuing the target

· The benefits of a recommendation

· Negotiation ‘timetable’ for an agreed offer

· The advantages of a share-for-share offer

· The pros and cons of an all cash offer

· Purchase of assets or shares

· Tax and accounting considerations

· Earn-outs

· Financial assistance under s.151 (or the equivalent in other OECD jurisdictions)

Contested Bids

· Poison pills and shark repellents

· Planning the strategy and the tactics

· Timetable and Blue Book regulations

· Comparison to other jurisdictions

· Debt financing complications

· Equity financing complications

· Vendor placings

· Concert parties

· Initial shareholdings and share dealing

· Offer structure and price

· Conditions attached to the offer

· Control

Case Study 3:  Planning and Implementing a Contested Acquisition

CORPORATE VALUATION TECHNIQUES

Day 1
Registration will be from 08.30 to 09.00 -  Course commences at 09.00
Essential elements in valuation

· Price vs value

· Perspective of techniques

· Risk

· Company dynamics

· Return on capital vs cost of capital

Free cash flow - a central concept

· Importance of FCF

· Limitations of accounting-based data

· Components and detailed calculation exercise

Cost of capital and DCF valuation 

· Cost calculations of the capital components

· Areas of controversial debate in deriving cost of capital



-
share market premium



-
betas

· Discounting exercise
· Investment horizon

· The continuing period

Day ends at approximately 17.15
Day 2
Course commences at 09.00
Case Study: 

DCF valuation 

Cost of Capital and DCF Valuation (cont.)
· Debrief of case

· Sensitising valuation analyses

· Decision-making using the product of valuation techniques and pricing techniques

· Application of DCF to LBOs and MBOs

· Application of DCF in valuation of acquisitions

· Problems with emerging markets - adaptations of approach

· Application to non-quoted businesses

Pricing Techniques

· Pricing Techniques ‑ Comparatives

· selecting comparatives

· P/E ratios



-
the calculation



-
the essential adjustments

· Cash multiples

· Total enterprise value

· Comparative ratios

Case Study: comparative pricing
· Debrief of case

Dividend Valuation Model

· Dividend growth approach

· Practical problems in its application

· When dividend valuation should be chosen in lieu of dcf valuation

· Comparison of results to dcf valuation

· Exercise

Day ends at approximately 17.15
Day 3
Course commences at 09.00
Residual valuation matters

· The effect of leverage on risk and return

· Optimal capital structure

· Adjusted present value

· Project risk -vs- company risk

· Flow‑to‑equity alchemy

· Overview of project appraisal

Estimating future cashflows and returns

· Limitations of predictive models

· The modelling of cost structures

· Sensitising the cashflow forecast

· Establishing a valuation range

Case Study: 

Eva®
Economic Value Added

· The range of performance evaluation techniques

· Detailed calculations

· Analysis of results of analysis

· Market value added  (mva)

· Correlation of market price to eva performance

· Strategic interpretation of eva analysis

Day ends at approximately 17.15
Risk Management Programme

DAY 1

• INTRODUCTION • 

Types of Risk and their Importance

• Credit risk

• Liquidity risk

• Market risk
• Systemic risk

Quantitative Risk Management

• Duration measures

• PV01

• Statistics for management

• The significance of value-at-risk

The Importance of Regulation

• The evolution of Basel “rules”

• Regulation by / within the EU

• REGULATION • 

The Evolution of the International 'Rules' For Bank Capital Adequacy Assessment 

· The background to Basel 1

· The Basel 1 rules for credit risk and market risk

· The problems with Basel 1

· The aims and objectives of Basel 2: the 3 'Pillars'

· The evolution of the Basel 2 [Pillar 1] rules for credit and operational risk

· The problems with Basel 2

· The alternatives to Basel 2

· The proposed changes to Basel 2 in the light of the global banking crisis and credit crunch

Workshop - Covering market risk-based capital requirements under the standardised measurement methods
Implementation of the Basel Capital Accord in Europe
· The implementation of Basel 1's credit risk rules

· differences between EU and Basel Committee approaches

· The implementation of Basel 1's market risk rules

· differences between EU and Basel Committee approaches

· The implementation of Basel 2

DAY 2

• MARKET RISK • 
Market Risk – an Overview

• Market factors: the main source of market risk

• Marking to market with pricing models

Factor Sensitivity Analysis for Measuring Market

Risk

• Calculating factor sensitivities for

– foreign exchange

– bonds

– swaps

– options

Workshop: Calculation of factor sensitivities

• Example of managing a swap portfolio using factor sensitivities

Monte Carlo Simulation

• Overview of Monte Carlo technique

• Choleski decomposition

Workshop: Performing Choleski decomposition 
Market Value-at-Risk

• Factor sensitivity limits

• VAR using variance / covariance method

• VAR using historic simulation

• VAR using Monte Carlo simulation

Workshop: Value-at-risk estimation for a simple portfolio

• Value-at-Risk limits

• Specific risk for equity and debt instruments

Additional Risk Measurement Methods

• Extreme Value Theory (EVT)

• Conditional VAR

Worshop: Conditional VAR

• Component VAR

Workshop: Component VAR

• Stress testing

• Other controls and limits 
Economic and Regulatory Capital For

Market Risk

• Capital based on VAR methodologies

• Back-testing under Basel

Managing Market Risk

• Changing VAR

• Linear hedges

• Nonlinear hedges

DAY 3
• CREDIT RISK •

Credit Risk Management

• Estimating the distribution of credit losses

• Expected loss and unexpected loss, relationship with economic and regulatory capital

• Basel II Credit Risk Capital

• Time effects

• Estimating the credit Value-at-Risk

• Introduction to portfolio credit models

• Management of credit risk

Workshop: Hands-on calculation of sample credit risk exposures and the theoretical

pricing of a credit linked note
• LIABILITY STRUCTURE AND RISK AGGREGATION •  

Multi-Purposes of Risk Assessment

· The Uses of Capital

· Economic Capital and RAROC

· Capital Allocation

· Capital Pricing

· Capital Rationing

· Capital Instruments

Beyond Market and Credit Risk

· Definition of operational risk
· The growing importance of operational risk in the new regulatory framework
· Operational Risk in Basel II

· Basic indicator approach 

· Standardised approach
· Advanced Measurement Approach
· Model risk
· Solvency and liquidity risk
· Funding liquidity risk

· Asset liquidity risk

· Reputational risk

· Strategic risk

Corporate Finance - 3 Day Programme





Corporate Valuation Techniques – 


3 Day Programme





Risk Management - 3 Day Programme











