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Course Objectives

The class of Financial Economics 1s designed to provide the student with an
introduction to thefields of Investment and Behavior Finance. Students
pursuing a concentration in finance shouldview Financial Economics as an
advanced course in investments, Portfolio Management, financial markets

and institutions
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This class assumes no prior education in finance. It develops fundamental models
of valuation and investment from first principles and applies them to problems of
corporate and individualdecision making. Topics cover portfolio theories and the
trade-off between risk and return. Itpresents three asset pricing models, the
Capital Asset Pricing Model, the Arbitrage Pricing Theory, the Three-Factor

Model, and recent applications to the calculation of the firms cost of capital.
Students will be introduced the fundamental concepts of finance: the time

value of money, portfolio theory and the determinants of expected security returns.
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