
Review Sheet – Exam #3
BM402 Managerial Finance

Sudweeks

Fall 2010
*This list is not all-inclusive, but is a great starting point.

Format:
The exam will consist of 10-12 multiple choice or true/false questions with the remainder being work-out problems and short answer.  We anticipate it will take 2 hours to complete, but you will be given 3 hours.  
The Exam will cover Chapters 7 & 9 of Higgins, and Chapters 11 through 14 of FAME.  It will also include two case studies:  Franklin Lumber & Envirolawn.  Answers to odd-numbered questions at the back of each Chapter are also fair game, although we might change them a bit to make the exam more interesting.  Review all Computer Labs, as there was a purpose for each problem.
What you need to know:

Review the materials we have discussed in class.  This includes:

· Understand my objectives for the class. These can be found in your updated syllabus (the 9/21 version) at http://byuibc.org/node/221.    
· Review your notes.  The best starting point is the notes that you took in class.  Review them first before anything else.  You can use one 3x5 card printed one side for the exam which you will hand in with the exam.
· Review the chapters.  This is the foundation material for the discussions.  Skim what you have already read, and read and understand the Summary of each chapter.
· Review the Class Summaries from the website.  These are good discussions of what the objectives are for the class and how the activities we performed supported those activities.
· Review the PowerPoints and Other Materials on the BYUIBC.org website at http://byuibc.org/node/265. Make sure you skim the additional readings as we discussed in class.
· You might also review the answers to odd-numbered questions at the back of each Chapter.
· Finally, review the work you did with your cases.  You can go to Blackboard and see my Case Answers and Spreadsheets.
VII. Capital Budgeting
· Know how to calculate IRR, NPV, payback, discounted payback, profitability index, average accounting rate of return (AARR), MIRR, terminal value, after-tax cash flows and what they each represent, imply, or mean.
· Know how to derive the incremental cash flows if given two scenarios.  Understand the importance of those incremental cash flows
· Be able to determine if a project should be undertaken or not using the techniques discussed in class
· Be comfortable with the capital budgeting calculations in the Franklin Lumber case
IX. Firm Valuation and Discounted Cash Flow
· Be familiar with the calculations in the Envirolawn case
· Understand the concept of liquidation value, and why it is important

· Know how to compute FCFF:   FCF = Ebit * (1-TR) + Depr. – CAPEX - ∆NWC

· Know how to value a company using the discounted cash flow method (this is another way of saying, run the NPV function on the FCF’s)

· Understand what net working capital (NWC) is and how its changes affect cash

· Understand how to calculate the Sharpe ratio and what it means.

· Understand what price-to-sales (P/S) and price-to-earnings (P/E) multiples represent

Asset Pricing Models – 

· Know how to interpret the summary results of a regression output

· Be able to run a single-index regression model and understand what it is used for

· Be able to run a multiple-index regression model and understand what it is used for

· Know the CAPM and Fama-French formulas, and how to explain their output
Handling Risk in Finance  – 

· Understand sensitivity analysis and how to do it in Excel

· Understand scenario analysis and how to do it in Excel

· Understand Monte Carlo Simulation, and how to do it in Excel

· Understand the difference between sensitivity analysis, scenario analysis, and simulation, particularly Monte Carlo simulation

· Understand the differences between the Monte Carlo simulation and Scenario Analysis tool in Excel.
VBA – 

· Understand the benefits and basics about VBA 
· Understand how VBA can help you automate your tasks in Accounting

· Understand how to write code that can go and bring in data from the web
· Understand how to write code that can imbed a Goal Seek to do something like balance your cash in your forecasting statement
Case Studies

· Franklin Lumber and Envirolawn

· Understand the key points and key players in each case study.  What were the main issues and how were they handled?  Understand the key “take aways” from each of the case studies.  What were the things that I wanted you to learn from the case study?
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