
  
  

  

  
   

   

  

CAPITAL BUDGETING  
 
COURSE OUTLINE  

 

1. Introduction  

  

In this course, we will discuss the capital budgeting process. The goal of corporations is to (only) 

undertake profitable projects (e.g., a profitable plant expansion). The uncertainty of investment payoffs 

make investment decisions nontrivial, even though they are essential for a corporation's long-term 

success. In this course, we learn the answers to the following questions: How to evaluate projects? How 

to identify the best investments? How much value does a specific investment/project add to the 

corporation?   
  

2. Objectives  

  

The main objective of this course is to provide a framework that allows students to critically analyze 

corporate decisions from a financial perspective. In particular, after the course, you should be able to 

compute the expected rate of return for investment projects and make good investment decisions.  
  

3. Learning Outcomes  

  
• Identify the risks and calculate the returns of investment projects using different tools of 

financial analysis (NPV, IRR, payback, etc.).  

• Analyze the risk-return profile of investment opportunities in different scenarios.  

• Identify the best investment alternative.  
  

4. Competences  

 

• Students should possess and understand knowledge that provides the basis or opportunity for 

originality in the development and/or application of ideas, often in a research context.  

• Students should know how to apply the knowledge acquired and their problem solving capacity 

in new and little-known settings within broader (or multidisciplinary) contexts related to their 

area of study.  

• Students should be able to integrate knowledge and deal with the complexity of making 

judgements based on information that is incomplete or limited, but includes considerations of 

the social and ethical responsibilities linked to the application of the students' knowledge and 

judgements.  

• Understand and apply appropriate quantitative and qualitative tools to analyze investment 

projects in the presence of risk and uncertainty.  



• Make consistent and unbiased judgments, while taking the characteristics and circumstances of 

the decision into account.  

• To learn to manage control tools to help implement the company strategy. 
  

5. Content and Methodology 

  

In this course, we will study how to do project investment analysis, how to evaluate investment 

opportunities, and how to make optimal long-term investment decisions. The employed methodologies 

include ratio analysis, pro forma statements, analysis of working capital and NFO, cash flow analysis, 

and profitability calculations.  
   

Methodology: 

Preparation sheet (PS). To save time, I recommend to closely follow the preparation sheet of each case.   

Cases. You should dedicate 2-3 hours per case.  

Exhibits, supplements TO DO and DONE. To facilitate the calculations, I have included the 

supplements "TO DO”. After doing the calculations you may check them with the supplements 

"DONE”, and identify errors. The supplements and exhibits are available in excel format online.  
  

6. Evaluation  

  

Professionalism 70% and a final exam 30%. Professionalism includes any type of participation during 

the course.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

OPERATIONAL FINANCE 
 

COURSE OUTLINE  
 

1. Introduction  

This course will enable you to:  

• Analyze the financial statements of a company  

• Give a diagnosis of the financial situation of the company 

• Propose remedial actions if required 

 

2. Objectives  

You will see how balance sheets and income statements relate, completing a full understanding of both 

instruments already initiated during the previous Financial Accounting course.   

 

3. Learning Outcomes 

The main learning outcomes are:  

• Analyze the financial situation of a business and assess it liquidity 

• Relate the market product strategy with financial strategy  

• Relate the day to day operational decisions with the firms financing need  

• Identify the main drivers of cash in a business  

• Thorough understanding of the Working Capital Management: understand and measure the 

working capital requirements and the major sources of cash consumption in a business.  

• Identify the major sources of the liquidity risk and their management.  

• Estimate the sustainable growth rate of a company and the financial need of any growth strategy 
 

4. Competences 

• Evaluate the quality of the information, contained in financial reports, and to detect cases of 

irregular accounting.  

• Estimate the operating needs of funds and choose the most appropriate financial products for 

financing: credit policies, factoring, confirming, terms of payment with clients and suppliers, 

etc.  

• Design treasury management and risk coverage strategies (exchange rates, interest, prices of 

raw materials, etc.) through financial assets and derivatives.  

• Analyze operating decisions economically (e.g., whether to accept an order, to manufacture or 

outsource, to withdraw a product, to close a department, to offer a discount, etc.) using 

differential cost analysis.  

• Design cost allocation systems to evaluate the profitability of products, customers, and 

departments. To understand incentives and behaviors stemming from the system within the 

organization. 

 

5. Content and Methodology 

The emphasis will be placed on the financing required for the normal operations (sales) of the company, 

i.e. to finance current assets and current liabilities related to sales. Finally, this course will enable you 

to see the financial consequences of your decisions in operations, marketing, etc. All these decisions 

have an effect on the balance sheet.  

 

Methodology: 



a) Book.  Everything you need in terms of tools and knowledge is in chapters 1 and 2 of the 

book "Finance for Managers" (FFM), Ed. McGraw-Hill, 2012 by E. Martínez Abascal..  

b) Cases. After studying each note, we will apply that knowledge to the cases.  

6. Evaluation  

Participation 70% and Final Exam 30%.  

 

 

 


