ALLAMA IQBAL OPEN UNIVERSITY, ISLAMABAD


WARNING

1. PLAGIARISM OR HIRING OF GHOST WRITER(S) FOR SOLVING THE ASSIGNMENT(S) WILL DEBAR THE STUDENT FROM AWARD OF DEGREE/CERTIFICATE, IF FOUND AT ANY STAGE.

2. SUBMITTING ASSIGNMENTS BORROWED OR STOLEN FROM OTHER(S) AS ONE’S OWN WILL BE PENALIZED AS DEFINED IN “AIOU PLAGIARISM POLICY”.

Course: Corporate Finance (5051)   
   Semester: Autumn, 2026
Level: BS Accounting & Finance

[image: image1.jpg]Please read the following instructions for writing your assignments.

(AD BS, BEd, MA/MSc, MEd) (ODL Mode)
All questions are compulsory and carry equal marks but within a question,
the marks are distributed according to its requirements.

2. Read the question carefully and then answer it according to the requirements
of the question.

3. Avoid irrelevant discussion/information and reproducing from books, study

guide or allied material.

Hand written scanned assignments are not acceptable.

Upload you typed (in Word or PDF format) assignments on or before the due date.

Your own analysis and synthesis will be appreciated.

Late assignments can’t be uploaded at LMS.

The students who attempt their assignments in Urdu/Arabic may upload a

scanned copy of their hand written assignments (in PDF format) on

University LMS. The size of the file should not exceed 5 MB.

N




Total Marks: 100 




               
                    Pass Marks: 50

ASSIGNMENT No. 1

	Q1.
	Discuss the importance of present value in financial decision-making. Explain how present value is calculated for financial instruments and describe different capital budgeting techniques, highlighting the advantages of the net present value method in selecting investment projects.
	(20)

	Q2.
	Explain the relationship between risk and return in financial management. Discuss the measurement of portfolio risk, the benefits of diversification, and evaluate the role of CAPM, Markowitz theory, and Arbitrage Pricing Theory in determining the cost of capital and project risk.
	(20)

	Q3.
	Describe the process of capital budgeting under risk and uncertainty. Explain the use of sensitivity analysis, simulation techniques, and decision trees, and discuss how these tools help managers in selecting the best investment strategy.
	(20)

	Q4.
	What is meant by efficient market hypothesis? Discuss its forms and implications for investors and managers. Also, explain the different sources of corporate financing available to firms and the factors affecting financing decisions.
	(20)

	Q5.
	Explain the concept of dividend decision and capital structure in financial management. Discuss the controversy about dividend policy, explain the impact of leverage on firm value, describe the pecking order theory, and discuss the importance of after-tax WACC and valuation in financial decisions.
	(20)


Total Marks: 100                
                    Pass Marks: 50

ASSIGNMENT No. 2

This assignment is a research-oriented activity. You are required to prepare a detailed report of about 3000 words on the topic allotted to you to be submitted to your teacher for evaluation. 

You are required to select one of the following topics according to the last digit of your registration number. For example, if your registration number is 18-IDM-3427183 then you will select topic # 3(the last digit): -

List of Topics:

0. Valuing Stock and Bonds

1. Advantages and Disadvantages of Lease

2. Capital Investment Decision

3. Features of Convertible Securities

4. Hedging vs. Insurance with Examples

5. Impact of Globalization on Corporate Financing Activities in Pakistan

6. Mergers and Acquisitions with Examples of Pakistan

7. Security Market Line and Return, Risk

8. Short-term Finance and Planning

9. Types of Financial Risks

CORPORATE FINANCE (8524/5051)

Course Outline
Level:   MBA (2½ Year / 3½ Year) / M. Com/BS A&F
Credit Hours: 03
Unit 1:
Value

1.1 Role of the Financial Manager
1.2 Present value and opportunity cost of capital

1.3 Present value calculations for financial instruments

1.4 Capital budgeting techniques

1.5 Making investment decisions with net present value rules

Unit 2:
Risk and Return


2.1
Risk measurement and diversification



2.1.1
Measurement of portfolio risk



2.1.2
Factors affecting individual securities portfolio risk



2.1.3
Diversification and value added

2.2
Risk and Return Relationship Theories



2.2.1
Markowitz portfolio theory



2.2.2
Validity and role of the capital asset pricing model



2.2.3
Arbitrage pricing theory


2.3
Capital Budgeting and Risk

2.3.1
Company and project cost of capital

2.3.2
Beta measurement and adjustments
Unit 3:
Practical Tools for Capital Budgeting


3.1
Project Analysis Tools

3.1.1 Sensitivity analysis

3.1.2 Monte Carlo simulation

3.1.3 Decision trees and subsequent decisions

3.2 Capital Investment Decisions and Strategies
Unit 4:
Financing Decisions and Market Efficiency

4.1 Efficient Market

4.1.1 Efficient market: concept and forms

4.1.2 Lessons of market efficiency

4.2 Means and Modes of Corporate Financing
Unit 5:
Dividend Policy and Capital Structure


5.1
Dividend Payments Decision and Stock Repurchases

5.2
Controversy about Dividend Policy
5.2.1
Rightist

5.2.2
Taxes and radical left

5.2.3
Middle of the roaders


5.3
Financial Leverage Impact upon competitive Tax-Free Economy


5.4
Cost of Financial Distress


5.5
Pecking Order Theory of Financing Choices


5.6
Financing and Valuation



5.6.1
After-tax weighted-average cost of capital



5.6.2
Business valuation

Unit 6:
Options

6.1 Corporate Liabilities and Valuation of Options

6.1.1
Calls, puts, and shares

6.1.2
Holding calls, puts, and shares in combination

6.1.3
Determination of option values


6.2
Real Options

6.2.1
Option to expand

6.2.2
Timing option

6.2.3
Option to abandon



6.2.4
Flexible production facilities


6.3
Warrant and Convertibles



6.3.1
Concept of warrant and convertible bonds



6.3.2
Process of issuing warrants and convertibles
Unit 7:
Debt Financing

7.1
Types of Interest

7.2
Interest Rate Fluctuations and Bond Prices


7.2.1
Duration and volatility



7.2.2
Managing interest rate risk



7.2.3
Explaining term structure



7.2.4
Different kinds of debt



7.2.5
Valuation of financial leases

Unit 8:
Financial Planning

8.1
Analysis of Financial Performance

8.1.1
Financial ratios

8.1.2
Earning record

8.1.3
Application of financial analysis

8.2 Approaches to Financial Planning

8.2.1 Concept of financial planning

8.2.2 Requirements for effective planning

8.2.3 Financing planning models

8.2.4 External financing and growth

8.3 Short-Term Financial Planning
Unit 9:
Mergers and International Finance


9.1
Sensible motives for mergers



9.1.1
Sensible motives for mergers



9.1.2
Reasons for mergers



9.1.3
Estimating costs and gains of mergers



9.1.4
Mechanics of a merger



9.1.5
Merger tactics



9.1.6
Leveraged buy-outs



9.1.7
Mergers and the economy


9.2
International Financial Management

9.2.1
Foreign exchange markets

9.2.2
Insuring against currency risk

9.2.3
International investment decisions

9.2.4
Cost of capital for foreign investments

9.2.5
Financing foreign operations

9.2.6
Political risk

9.2.7
Hedging financial risk
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