Fin 544 Entrepreneurial and New Venture Financing

Fall 2000

Instructor:  R. Guo, Ph.D.,



       Phone: 312-413-3718 

Office: 2410 University Hall



       E-mail: rguo@uic.edu

Office Hours:  





       Website: http://www.uic.edu/~rguo

 Thursdays, 5:00-6:00 p.m. 

 or by appointment. 

Educational Objectives:

The objective of this course is to analyze unique financial issues for entrepreneurial firms, by integrating both academic and practitioner’s views.  There will be a series of classes with standard lecture format on the following topics: (I) the start-up process; (II) valuation methodologies; (III) venture capital cycle; (IV) IPO process; and (VI) valuation of new economy business.  Outside speakers will be invited to offer their insights on various topics covered in class.

Audience:

The course will be of interest to students who are interested in pursuing careers in an entrepreneurial setting, such as starting a company, purchasing a business, providing financial and other resources to entrepreneurial companies, or working in new business development in large corporations.

Textbook:

There will be no required textbook for this course. Most classes will be conducted by reading and analyzing cases prepared by Harvard Business School (HBS) and various research papers.  Copies of research papers will be on reserve at the Main Library. To order the cases from HBS, please visit the website http://www.hbsp.harvard.edu. Many of the cases can also be found in the book by  Josh Lerner, “Venture Capital and Private Equity: A Casebook”, New York, John Wiley, 2000. (VCPE)

Exams:

Two exams will be given for the course. All exams are closed book. Please bring your own calculator. Formulas will be provided. All exams are cumulative.

Evaluation:

An overall numerical exam grade will be calculated by:

Problem Sets and Reports

30% 


Exam I




30%


Exam II




40%

Course letter grade will be determined by:


90%+


A


78% to 89.9%

B


below 78%

C

Tentative Schedule: (dates of outside speakers are subject to change)

Week 1 (8/24): 
Introductory Overview: 

Week 2 (8/31):  Start-up Process and Financing Perspective of Entrepreneurial Firms:



Case:  Diamond in the Rough (A) (HBS # 9-898-115)
Reading: How to Write a Winning Business Plan? Harvard Business Review, May-June, 1985. 

Week 3 (9/7): Angel Financing



Guest Speaker: Entrepreneur



Case: Band of Angels (HBS # 9-898-188)

Week 4 (9/14):  Valuation of Private Equity Investments



Case:  Note on Free Cash Flow Valuation Models (HBS #9-288-023)
Case: A Method for Valuing High-Risk Long-Term Investments (HBS #9-288-006)
Week 5 (9/21):  Introduction to Venture Capital Industry



Guest speaker: Angel Investor

Paper: George Fenn, Nellie Liang, and Steve Prowse, “The Private Equity Industry: An Overview,” (Financial Markets, Institutions and Instrument Series, Volume 6, Number 4), Boston, Balckwell Publichers, 1997.

Paper: Bob Zider, How Venture Capital Works, Harvard Business Review, November-December, 1998, p 131-139. 

Week 6 (9/28): 
Venture Capital and Deal Making:


Guest Speaker: Venture Capitalist 

Case: Note on Financial Contracting “Deals” (HBS #9-288-014)

Week 7 (10/5): 
Venture Capital Cycle: Fund Raising



Exam I


Case: ARCH Venture Partners (VCPE; p101-125)

Week 8 (10/12): Venture Capital Cycle: Investing

Case: Onset Ventures (HBS # 9-898-154)

Case: A Note on Venture Leasing Industries (VCPE; p318-327)

Week 9 (10/19) : Venture Capital Cycle: Exiting 



Guest Speaker: Venture Capitalist



Case: ImmuLogic Pharmaceutical Corp. (VCPE, p 389-420)

Week 10 (10/26):  Venture Capital Cycle: Exiting 



Guest Speaker: Venture Capitalists 



Case: ImmuLogic Pharmaceutical Corp, (VCPE, p 389-420)

Week 11 (11/2): Going Public:  How to do an IPO and IPO Valuation.

Case: Amazon.com: Going Public (HBS # 9-899-003)




CEO Conference: Nov. 2-4

Week 12 (11/9): IPO Underpricing

  
Guest Speaker: Investment Banker 

Paper: Loughran, Tim, Jay Ritter, and Kristian Rydqvist, “Initial Public Offerings: International Insights,” Pacific-Basin Finance Journal (June 1994), Vol.2, No.2, pp. 165-199.

Week 13 (11/16): How Non-Financial Information is Useful in Valuing a Firm:

  
Guest Speaker: Investment Banker 
Paper: Z. Deng, B. Lev and F. Narin, "Science & Technology as Predictors of Stock Performance," Financial Analysts Journal, (May/June 1999), 20-32.

Paper: E. Amir and B. Lev, "Value-Relevance of Nonfinancial Information: The Wireless Communications Industry," Journal of Accounting and Economics, (1996), 3-30.

Week 14 (11/23):  Thanksgiving (No Class)

Week 15 (11/30): Exam II
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