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Objective of the Course

The effective use of the financial statements requires an understanding of (1) the economic characteristics and current conditions of a firms business (2) the particular strategies the firm selects to compete in each of these businesses and (3) the accounting principles and procedures underlying the firm’s financial statements.

Whether you are an investor, creditor, consultant, regulator, manager-or-an employee concerned about your company’s well being and the stability of your, the ability to successfully interpret and analyze financial statements gives you a leg up in today’s rough and tumble market place. 

Analysis of financial statement is exciting and dynamic with enormous implications for business decisions, resource allocations and individual wealth. This course will cover the keys to effective analysis. 

This course will cover three main areas including Analysis overview, Accounting analysis, and financial analysis. This will also cover:

1. Procedures and clues for the analysis and adjustment of financial statements to enhance their economic content for meaningful financial analysis. 

2. How analysis tools and techniques enhance user’s decisions-including company valuation and lending decisions.

Outcomes of the Course:

Financial statements are relevant to the decisions of many individuals including investors, creditors, consultants, managers, auditors’ directors, analysts, regulators, and employees.  The means of analysis will range from computations of ratio and cash flow measurements to earnings prediction to equity valuation.

This course will equip the students with analytical skills necessary to succeed in business. 
The students will be able to:
· Understand and use the statement analysis in different types of business analysis such as equity analysis and credit analysis. 

· Examine the processes and methods of financial analysis (including perspective analysis).
· Look into the objectives of the different users and describe analytical tools and techniques to meet those objectives.
· Enhance their decision making abilities including company valuation and lending decisions.

The course gives the students every practical, up-to date method for making the data in financial statements clear and meaningful. Students will get analytical tools that range from computation of ratio and cash flow measures to earning predictions and valuation as you learn how to reconstruct the economic reality embedded in financial statements.

Topics to be covered


1. Understanding of financial statements

a. Reading and understanding Balance Sheet

b. Reading and understanding Income Statement

c. Reading and understanding Sources and Uses of Funds Statement

d. Reading and understanding Cash Flow Statements
2. Income flow versus cash Flows
3. Making of Cash Flow Statements (3 lectures)
a. Analyzing Investing Activities

b. Analyzing Financing Activities

c. Analyzing Investment activities
4. Financial Analysis – Ratio Analysis
5. Trend and Time Series Analysis

6. Financial Forecasting

a. Balance Sheet Forecasting
b. Proforma financial Statements
c. Income Statement Forecasting

d. Cash Flow Forecasting

7. Cash Budgets

8. Business valuation and corporate restructuring

9. Basic Statistics

10. Scenario Analysis

11. Sensitivity Analysis

12. Financial Analysis Techniques
13. Interpreting financial ratios

14. Industry Averages and comparison with company ratios

15. Analysis from the point of view of the investor

16. P/E Ratio its importance and uses

17. WACC and free Cash Flow Valuation- How financial statements are used for valuation
a. Cash Flow based approach

b. Earnings Based Approach
18. Capital Structure and Credit Risk Analysis
19. Analysis of Equity risk and Cost of capital

20. The analysis of credit risk
21. Significance of Credit Risk Analysis in lending

22. Different type of risk and measurement of that risk
23. Uses of financial statement for decision making for short term/long term loans.

24. Types of loans and basis for sanctioning by a Bank/DFI
25. Altman Model and its application of Pakistan Companies

26. Case Studies in Class for discussion

Topics for Report and Presentation by Groups:

Maximum number of members in a group should not be more than 4. All group members must participate in the presentation. All students in class should actively participate in discussion. Topics will be discussed at length in the class. Minimum time for presentation is 30 minutes. All groups should submit the report before starting their presentation date. For any delay 10 % marks per day will be deducted.
Students can select the topic related to the area of banking after discussion with the course instructor.  
Grading Criteria (%)
Mid-term exam



  30
End-term exam



  40
Term paper & presentation

  20

Quizzes



  10
Total



100


