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Milano The New School for Management
and Urban Policy/Graduate Program in
International Affairs (Milano/GPIA)
Specialization: Finance

Spring 2011
CMMF Course Outline

CAPITAL MARKETS AND MUNICIPAL FINANCE (CMMF) – CRN 3897
*Class Location:

6 East 16th Street, Room 1108

Name

*Day/Time:

Wednesdays, 4:00pm to 5:50pm

Instructor
Professor Charles H. Allison, Jr.
Associate Professor of Professional Practice
Finance, Energy Policy and Sustainability Management
Milano The New School for Management & Urban Policy and
Graduate Program in International Affairs (Milano/GPIA)

Telephone

646-526-0441 (mobile)
212-229-5400 Ext 1617 (office)

Email

Please send all emails to both of my email addresses.
allisonc@newschool.edu (primary)
callison@cwbiofuels.com (secondary)

Office Hours

By appointment Wednesdays, Fridays and Sundays, 72 Fifth Ave.,
Room 716, New York, NY 10010, by appointment

Faculty Support:
Ms. Jacqueline Hadley
Senior Secretary Policy Program
72 Fifth Ave., Room 521B,
New York, NY 10010
JHADLEY@newschool.edu • 212-229-5400 Ext 1401
Blackboard Support:
Mr. James Acevedo
Associate Director, New School Online
55 W. 13th Street, 7th Floor (By appointment only, no walk-ins)
New York, NY 10010
acevedoj@newschool.edu • 212-229-5300 Ext 4159
I. Course Description
This course is designed to provide the participant with a thorough introduction to both private and public capital
markets with the goal at the end of the course of having a good conceptual understanding of how the capital and
financial markets “work”, how different financial instruments are structured, how prices and yields are determined
and to provide insight into the many different types of risks. The four core markets that will be studied during the
course are debt, equity, money markets and foreign exchange.
PRIOR TO THE BEGINNING OF THE SEMESTER, so everyone starts day one on the same page, the course requires
each student to purchase and complete an assigned financial self-study, entitled, “Understanding Corporate
Finance” before the first class (Ivy Software at 1-800-342-5489 or on the web at
http://shop.ivysoftware.com/searchresults.asp?cat=104). The product is located under Graduate Software/Urban
Policy Program/ Milano Graduate School. The educational price is $60. For those that are using Macs please talk to
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Ivy tech support and look at the test guidance. In the TechHelp section there is some software that can be used on
a trial basis that will allow the software to run on a Mac system. If you have any difficulty you should check out the
Mac Store at 14th Street. It has been reported that they are very helpful.
Be diligent. Don’t try to cut corners. Take the time to absorb the material. When you sign on to the Ivy Software
website, go to Products, and on the left it says “Login to Take a Test”. In the dropdown box select “Milano GPIA
The New School Finance Exam”. Using your name and unique password you will be allowed to take the test three
times. There are different tests, although given the finite nature of the material there are similarities in the
different tests. The two practice tests are for your benefit. You will need to complete the two practice tests
BEFORE THE FIRST DAY OF CLASS.1 Taking these tests will allow you the opportunity to see which areas, if
any, you may require additional study. Professor Allison suggests taking a day or so to study the material again
after taking the first test before you attempt another practice test. After the second test you may be satisfied with
your grade. You should allow about 1 hour to take each test. The test is untimed (within reason) and open book.
The format is true/false, fill-in-the-blank, and multiple choice. This course will take 20 to 25 hours.
The class makes extensive use of the case method, also known as participant centered learning, learning team
assignments, and group presentations. This course will be divided into four segments:
I.

Institutions and Markets

In part I of the course we will examine the financial system and the role of financial institutions and markets in it.
Financial institutions collect funds from savers and lend them to or invest them in businesses or people who need
cash. Examples of financial institutions include commercial banks, investment banks, insurance companies, and
mutual funds. Financial institutions operate as part of the financial system. Financial markets are physical locations
or electronic forums that facilitate the flow of funds amongst investors, businesses, and governments. The financial
system is the environment of finance. It includes the laws and regulations that affect financial transactions. The
financial system encompasses the Federal Reserve System, which controls the supply of money in the U.S.
economy. It also consists of the mechanisms that have been constructed to facilitate the flow of money and
financial securities between countries.
First, the course presents an overview of finance, why finance should be studied, and discusses career
opportunities. The six principles of finance are identified, with an overview of the financial system, as well as upto-date materials on the mortgage markets and the 2007-09 financial crises. Other topics include Chapter 2
presents an overview of money and the U.S. monetary system and how funds are transferred between individuals,
firms, and countries. Depository institutions, such as banks and savings and loans, as well as other financial
institutions (e.g., mutual funds, insurance companies, pension funds, etc.) are the topic of Chapter 3. The Federal
Reserve System, the U.S. central bank that controls the money supply, is discussed in Chapter 4. Chapter 5 places
the previous chapters in perspective, discussing the role of the Federal Reserve and the banking system in helping
to meet national economic goals, such as economic growth, low inflation, and stable exchange rates for the United
States. Part 1 concludes with an explanation of international trade and the topic of international finance in Chapter
6.
II.

Investments

In this phase of the course , we will examine the role of financial markets and the process of investing in bonds
and stocks. Investments involve the sale or marketing of securities, the analysis of securities, and the
management of investment risk through portfolio diversification. Securities markets are a framework or
mechanism for bringing together those who have money to invest in stocks and bonds with those who need funds.
A securities market can be a central location for the trading of financial claims, such as the New York Stock
Exchange. It may also take the form of a communications network, as with the over-the-counter market, which is
another means by which stocks and bonds can be traded. When people invest funds, lend or borrow money, or buy
or sell shares of a company’s stock, they are participating in the financial markets.
Chapter 7 begins this section by examining the work of financial markets to direct savings into various
investments. Chapter 8 discusses influences that affect the financial market’s determination of the price of money,
or the interest rate or expected return on an investment. Chapter 9 examines the effect of interest rates more
closely by introducing the concept of the time value of money. This chapter shows us how we can compare
1 In the past, students have started the self-study after the first class and managed to meet the deadline, but it does take a significant effort.
Before attempting this you should seek Professor Allison’s advice.
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different dollar amounts of cash over time to determine whether an investment is attractive or not. Chapter 10
introduces us to bonds and stocks. We also learn in Chapter 10 how to read and interpret information about bonds
and stocks from the financial pages of newspapers such as The Wall Street Journal and The Financial Times,
Professor Allison’s favorite.
Chapter 11 delves deeper into the workings of the financial markets. It focuses on the process that institutions and
firms use to issue securities and the process that investors use when buying or selling securities. Chapter 12
completes our overview of investing in the financial markets by examining the trade-off between risk and expected
return. That is, in order to give investors an incentive to invest in higher risk securities, they must have the
expectation of higher returns. Chapter 12 introduces us to the tools that investors and financial market participants
use to evaluate and to control investment risk.
III.

Financial Management

Part 3 of this book discusses how financial management concepts and tools can help managers better manage their
firms. Financial management involves financial planning, asset management, and fund raising decisions to enhance
the value of businesses. Financial management studies how a business should manage its assets, liabilities, and
equity to produce a good or service. Whether or not a firm offers a new product or expands production, or how it
invests excess cash, are examples of decisions with which financial managers are involved. Financial managers are
constantly working with financial institutions and watching financial market trends as they make investment and
financing decisions.
Chapter 13 introduces the various ways a business can be organized and the financial implications of each
organizational form. We discuss the financial goal of maximizing shareholder wealth. We also discuss the three
basic accounting statements: the balance sheet, income statement, and statement of cash flows. Chapter 14
continues the discussion of financial statements by showing how the information contained in them can be used to
evaluate a firm’s strengths and weaknesses. We review how managers use financial statement relationships to
estimate the firm’s future asset and financing needs.
Any firm will have short-term investment and financing needs as well as long-term investment and financing
needs. Chapter 15 discusses strategies and methods for managing a firm’s short-term assets such as cash,
accounts receivable, and inventory. We show how a cash budget can be used to estimate a firm’s future short-term
financing needs. Chapter 16 reviews various sources of short-term financing for businesses, including bank loans,
trade credit, and many other non-bank financing sources.
In Chapter 17, the focus changes to managing a firm’s long-term assets. We introduce capital budgeting, which is
a financial technique of deciding which assets a firm should invest in. Chapter 18 concludes Part 3 with a discussion
of factors that influence firms’ long-term financing choices. We bring the financial markets front and center in our
discussion of how a firm uses financial information to determine its financing costs and how the financing costs
affect its capital budgeting choices.
Participants will also learn about important institutional stakeholders (investors, lenders/creditors, rating agencies,
finance agencies, underwriters, and beneficiaries) and are introduced to the basic theoretical and practical tools
needed to analyze financial conditions pertinent to both domestic and international capital and financial markets.
Particular emphasis is placed on the evolving field of community development investment in the United States and
emerging markets and the role of municipal finance in the United States.
Specific skills will include, but not be limited to: (1) gaining an understanding of how capital markets work and
what functions capital markets fulfill in market economies; (2) developing a way to describe and compare selected
world exchanges; (3) refining the ability describe and discuss the return, risk and liquidity of different investment
instruments; (4) mastering the different methods, procedures and models of fundamental analysis for valuing
stocks or bonds (5) acquiring the skills needed to apply basic methods, instruments and principles of technical and
qualitative analyses on the capital markets; and (6) beginning to understand the tools to evaluate the activities,
positions and importance of institutional stakeholders on capital markets.
An important part of this approach is to be able to write a 3 to 5 page recommendation-based memorandum that
answers the question “What would you do?”, shows the thought process leading to the recommendation, gives
alternatives considered and recommends a process to measure the success of a particular recommendation.
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IV.

Municipal Finance in the context of infrastructure development, energy policy and sustainability management

The fourth segment of the course will be on municipal finance in the context of infrastructure development, energy
policy and sustainability management. Our approach will be about how infrastructure development acts as a
catalyst for economic growth in terms of activities associated with updating and creating efficient transportation
and communications, reliable and affordable energy, clean water, and other essential systems.
II. Course Introduction and Course Objectives
Introduction
For most of you this will be your first course in finance, so a few words of advice and explanation are in order as
we commence. First, finance can initially appear overly complicated, with lots of technical jargon, endless numbers
crunching and seemingly endless theories and abstractions. Finance, like any discipline, has its own terms and
concepts that simply have to be learned before significant progress can be made.
FINANCE SELF-STUDY. The accounting self-study is the first step in the process of getting a handle on what for
most of you is a new language – accounting. Understanding Corporate Finance is a great way to do this. It allows
you to go at your own pace, to test yourself as you go along and to reinforce what you learn through two practice
tests (that are administered online at the Ivy Software website). The third time you take the test will be a final that
counts 20% towards your final grade for the course. This means it is vital that you work hard to get everything you
can from the self-study, otherwise you will quickly get behind, and fail to get the most out of the course. MAC
USERS: There are some quirks for Mac users. Please see the Mac guidance and the GA to make sure that you have
all of the material necessary to complete the self-study (i.e., the self-study workbook, which should be a pdf file of
approximately 93 pages). There are five chapters in the self-study, with a short quiz at the end of each chapter.
Do not confuse these quizzes with the online practice tests and the final test. If you have any questions, ask
Professor Allison or Shellon Fraser.
CRUNCH THE NUMBERS. Second, one of the keys to understanding finance is to be able to critically evaluate
different issues and choices from a number of different perspectives, doing so using a very quantitative approach
(“crunch the numbers”). This should be augmented by the ability to express your analysis and recommendations
through active discussion and presentations in class.
COMPLETE THE EXERCISES TO THE BEST OF YOUR ABILITY. Third, I encourage you to think of finance as an
acquired skill, and like any skill it has to be practiced early, often, and well, to show signs of improvement. It is
crucial that you make adequate time each week to complete the reading and writing exercises to the best of your
ability.
THE TEXTBOOK IS REALLY HELPFUL. This book will be an integral part of the course. It is a new edition, which
has the most up-to-date information on the financial crisis, which makes it very important to have. There are
several options for renting it from the following source:
Melicher, Ronald W., University of Colorado at Boulder; Norton, Edgar A., Illinois State University, Introduction to
Finance: Markets, Investments, and Financial Management, 14th Edition,
http://www.coursesmart.com/9780470561072?__professorview=false&__instructor=3084750
and there are numerous places to purchase it at a discount:
http://www.directtextbook.com/prices/9780470561072.
THE COURSE IS DESIGNED TO BE CHALLENGING. Finally, we hold the view that the joys of finance are
realized when you are both challenged and encouraged. There is a considerable amount of reading, class
discussion, and writing to do in this course, but I trust that the end result will be very satisfying for those who
make the time and effort. I am here to help facilitate that process, so please do not hesitate to reach out to me if
you have questions. By the same token, learning is very much a two-way street, and we look forward to gaining
new insights from you during the term.
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Course Objectives
The goal of the course is for participants to (1) Gain an understanding of how capital markets work and what
functions capital markets fulfill in market economies; (2) develop a way to describe and compare selected world
exchanges; (3) refine the ability describe and discuss the return, risk and liquidity of different investment
instruments; (4) master the different methods, procedures and models of fundamental analysis for valuing stocks
or bonds (5) acquire the skills needed to apply basic methods, instruments and principles of technical and
qualitative analyses on the capital markets; and (6) begin to understand the tools to evaluate the activities,
positions and importance of institutional stakeholders on capital markets.
On completion of this course, students should be able to:
1.

Demonstrate a basic understanding of the debt and equity markets;

2.

Demonstrate a basic understanding of how capital markets support local economic development both in the
U.S. and internationally;

3.

Critically evaluate, through the case method, different nonprofit, public and private sector scenarios, projects
or programs with the overarching question being “What would you do?”;

4.

Perfect your ability to use finance and quantitative analysis as your debate and persuasive tools, not just
qualitative measures such as passion, commitment or mission; and

5.

Improve your ability to think on your feet and perform better in other classes requiring a knowledge and
understanding of finance, in informational interviews, in job interviews, and in consulting assignments and
internships.

III. Grading Overview
See Assessment, Expectations, Requirements and Submission Procedures for a comprehensive explanation about
different procedures for the course. It is the student’s responsibility to know and understand the Academic
Honesty and Integrity Policy. If you are unsure, you should consult the New School website and the Associate Dean
of Student Affairs for additional information.
Assignment

% of Grade

Due Dates

Pre-class Finance Self-Study – Understanding
Corporate Finance ($60.00)

10%

Two online practice tests (available
through the Ivy Software website –
under “Products” see “Login to Take
a Test”) are due before Class #1 on
Wednesday, January 26. The final
online test is due by 10pm on Sunday,
February 6. The entire exercise should
take 12 to 20 hours.

Excel self-study on YouTube:
http://www.youtube.com/user/ExcelIsFun#g/p

2.5%

IF Statements / Text Functions / Basic
Date and Time Functions / Range Names
/ Lookup Functions / Other Lookup &
Reference functions / Error Trapping /
Rounding Functions / The SUMPRODUCT
Function / Modeling Uncertainty in Excel
/ Excel Financial Functions / COUNT,
COUNTA, and COUNTBLANK Functions /
Excel Statistical Functions / Conditional
Counts / Conditional Sums / Removing
Duplicates / Sorting in Excel / Filtering
Data / Subtotals / Pivot Tables / Pivot
Charts / Conditional Formatting: The
Formula Option Importing Data into
Excel / From a Text or Word File / Using
Web Queries to Import Data From the
Web / Two-Way Data Tables / Goal Seek
/ Auditing / Flexibility / Comments and
Text Boxes / Error Trapping / Using F9

The above are a series of YouTube videos that cover a
variety of Excel topics. If you are able to master
advanced topics, such as those indicated to the right,
then you can say to me in writing that you have
completed this requirement.
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and Evaluate Formula Feature /
Scenarios / Spinners / Model Limitations
/ Using Excel Solver / Developing a
Solver Model / Configuring Solver to
Solve the Problem / Three Dimensional
Formulas and the Table Feature / ThreeDimensional Formulas / Using the Excel
Table Feature.
15 Chapter Quizzes and 3 write-ups.

37.5%

All quizzes must be completed through
Blackboard before 10am on the day of
class. Late assignments get a zero
grade, but still must be completed). All
write-ups must be turned in through
Blackboard before 10am on the day of
class.

Class Attendance and Participation

40%

Class attendance is MANDATORY.
You may miss class under extraordinary
circumstances, but you will sacrifice
your participation grade. See
Assessment, Expectations,
Requirements and Submission
Procedures for more detail on how
participation is determined, etc.

Financial Meltdown Group Presentations

10%

A project involving local government
finance

100%
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IV. Class, Readings and Deliverable Schedule

Date

Class/Lab

Topic/Title

Where
Found

Deliverable

Wed
Jan 26

Class 1

Course Overview: Why Study Finance?

Wed
Feb 2

Class 2

Melicher & Norton, Chapters 1, 2 & 3

3 practice quizzes are
available via Blackboard.

Wed
Feb 9

Class 3

Melicher & Norton, Chapters 4 & 5

2 online quizes

Wed
Feb 16

Class 4

Melicher & Norton, Chapter 6

Wed
Feb 23

Class 5

Melicher & Norton, Chapters 7, 8 & 9

3 online quizzes

Wed
Mar 2

Class 6

Melicher & Norton, Chapter 10

CDC Capital Partners (HBS
Case on Blackboard)

Inside the Meltdown by PBS

HBS Case on
Blackboard

The Export-Import Bank of
the U.S.

Private Capital and Public
Policy: Standard and Poor’s
Sovereign Credit Ratings
Wed
Mar9

Class 7

Melicher & Norton, Chapter 11 & 12

2 online quizzes

Spring Break – No Class

Wed
Mar 16
Wed
Mar 23

Class 8

Melicher & Norton, Chapters 13, 14, 15 & 16

Wed
Mar 30

Class 9

Specail Project to be Announced.

Wed
Apr 6

Class 10

Melicher & Norton, Chapters 17 & 18

Wed
Apr 13

4 online quizzes

HBS Case on
Blackboard

2 online quizzes and Midland
Energy Resources, Inc.:
Cost of Capital and Midland
Energy Resources, Inc.:
Cost of Capital, Spreadsheet
for Students

Class 11

HBS Case on
Blackboard

Sydney Cross City Tunnel

Wed
Apr20

Class 12

HBS Case on
Blackboard

Northwest Community
Ventures Fund

Wed
Apr 27

Class 13

HBS Case on
Blackboard

City of New York

Wed
May 4

Class 14

May 11

Class 15

In November 2010, The New School issued
$300 million in tax-exempt bonds to finance
the building of The University Center at 65
Fifth Avenue and to be applied to refunding all
or a portion of certain Dormitory Authority of
the State of New York bonds issued on behalf
of The New School. We will have several
stakeholders attend class to discuss this
transaction, including, but not limited to: Lead
Manager: Barclays Capital and JP Morgan.
Bond Counsel: Sidley Austin LLP.
Underwriters Counsel: Edwards Angell Palmer
& Dodge LLP.

Capital Markets and Municipal Finance

The New School $300 million
Bond Issue

HBS Case on
Blackboard

The Tip of the Iceberg: JP
Morgan and Bear Stearns
(A), (B1) and (B2)
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V. Concluding Comments
The Course Outline and its companion document, Guide to Assessment, Expectations, Requirements and
Submission Procedures, together comprise the structural framework for CMMF. The Guide contains all that students
need to know about assessment procedures and policies, what is expected in terms of class participation and
attendance, guidelines for how write-ups should be written, etc. If you are in doubt about something you should
ask Professor Allison or Shellon Fraser.
Thank you for signing up for Capital Markets and Municipal Finance. Good luck with the course.

1-26-2011
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