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HAz4w it Course Description

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 individual decision
making. Topics covered portfolio theory and the trade-off between risk and return. It presents
several asset pricing models, the Capital Asset Pricing Model, the Arbitrage Pricing Theory, the
Three-Factor Model, and recent applications to the calculation of the firm' s cost of capital.
Students are introduced to the fundamental concepts of finance: the time value of money, portfolio
theory and the determinants of expected security return

FA% P &  Course Objectives

The class of Financial Economics is designed to provide the student with an introduction to the
fields of Investment and Behaviour Finance. Students pursuing a concentration in finance should view
Investment as an advanced course in equity investments, portfolio management, financial markets and
institutions.

B+ P [1lustration : @ % & ApRk Highly correlated OF & 4p & Moderately correlated

¥ #% i B # Teaching Schedule & Content

#F =t Week M % Subject/Topics # 3xRemarks
1 Introduction Allocating Investment Capital (lectl.pdf )
2 National Holiday (no class)
3 Allocating Investment Capital (lectl.pdf )

4 The CAPM (lec2.pdf)

5 The CAPM (lec2.pdf), Using the CAPM (lect3d-correction. pdf)

6 Testing the CAPM (capml.pdf, capm2.pdf)

Testing the CAPM (capml.pdf, capm?.pdf), The Cross-Section of

7 Expected Stock Returns (Fama and French, 1992, JF)

8 The Cross-Section of Expected Stock Returns (Fama and French, 1992
JF)

9 #p ¢ ¥ 223 Midterm Exam

10 Active and Passive Portfolio Management (lect6.pdf), Measuring
Managed Fund Performance (lect7.pdf)

1 Common Risk Factors in the Returns on Stocks and Bonds (Fama and

French, 1993, JFE)




19 Contrarian Investment, Extrapolation, and Risk (Lakonishok,
Shleifer, and Vishny, 1994, JF)

13 Returns to Buying Winners and Selling Losers: Implications for
Stock Market Efficiency (Jagadeesh, N. and S. Titman, 1993, JF)
14 The 52-Week High and Momentum Investing (George and Hwang, 2004,
JF)
15 Price Momentum and Trading Volume (Lee and Swaminathan, 2000, JF)
16 Investor Sentiment and the Cross-Section of Stock Returns (Baker
and Wurgler, 2006, JF)
1. The Cross-Section of Volatility and Expected Returns. (Ang,

17

Hodrick, Xing, and Zhang, 2006, JF), 2.
Volatility and Low Returns: International and Further U.S. Evidence
(Ang, Hodrick, Xing, and Zhang, 2009, JF)
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2 Teaching Strategies

¥ #4 Lecture
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Teaching Aids & Teacher’ s Website (Personal website can be listed here.)

http://workspace. of ficelive. com
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