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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 returns.
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# 3 i & % Teaching Schedule & Content

¥ = Week R % Subject/Topics % zRemarks

1 (2/726) Allocating Investment Capital (lectl.pdf )

2 (3/5) The CAPM (lec2.pdf)




(3/12) Testing the CAPM (lect4. pdf)

(3/19) Fama, Eugene F., and Kenneth R. French. 1992. The Cross-
Section of Expected Stock Returns. Journal of Finance 47, 427 -65

(3/26) Fama, Eugene F., and Kenneth R. French. 1993. Common Risk
Factors in the Returns on Stocks and Bonds. Journal of Financial
Economics 33, 3-56

(4/2) Lakonishok, Josef, Andrei Shleifer, and Robert W. Vishny.
1994. Contrarian Investment, Extrapolation, and Risk. Journal of
Finance 49, 1541 - 1578.

Sorts and Fama-Macbeth Regressions

(4/9) Jegadeesh, Narasimhan and Josef Lakonishok, 1993. Returns to
Buying Winners and Selling Losers: Implications for Stock Market
Efficiency. Journal of Finance 48, 65-91.

Chan, Louis K., Narasimhan Jegadeesh, and Josef Lakonishok, 1996.
Momentum Strategies. Journal of Finance 51, 1681-1713

(4/16) Lee, Charles M.C. and Bhaskaran Swaminathan. 2000. Price
Momentum and Trading Volume. Journal of Finance 55, 2017-2069

#p 7 ¥ 32 Midterm Exam

10

(4/30) George, Thomas J. and Chuan-Yang Hwang. 2004. The 52-Week
High and Momentum Investing. Journal of Finance 59, 2145-2176

11

(5/T) Cooper, Michael J., Roberto C. Gutierrez Jr., and Allaudeen
Hameed, 2004. Market States and Momentum. Journal of Finance 59:
1345 - 1365.

12

(5/14) Baker, Malcolm and Jeffrey Wurgler, 2006. Investor Sentiment
and the Cross-Section of Stock Returns. Journal of Finance 61, 1645
-1680.

13

(5/21) Blitz, David, Joop Huij, Martin Martens, 2011. Residual
Momentum. Journal of Empirical Finance 18, 506-521.

14

(5/28) Lewellen, Jonathan, 2015. The Cross Section of Expected
Stock Returns. Critical Finance Review 4, 1-44.

15

(6/4) Fama, Eugene F., and Kenneth R. French. 2008. Average
returns, BM, and share issues. Journal of Finance 63, 2971 - 2995.

16

(6/11) Novy-Marx, Robert, 2013. The Other Side of Value: The Gross
Profitability Premium. Journal of Financial Economics, 108 1 - 28.

Ball, Ray, Joseph Gerakos, Juhani T. Linnainmaa, and Valeri V.
Nikolaev, 2015. Deflating Profitability. Journal of Financial
Economics, 117, 225-248

Ball, Ray, Joseph Gerakos, Juhani T. Linnainmaa, and Valeri V.
Nikolaev, 2016. Accruals, Cash Flows, and Operating Profitability
in the Cross Section of Stock Returns. Journal of Financial
Economics, 121, 28-45

17

Holiday

18
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I S % General
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#x ¥ 2% Final Exam 45%
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Textbook & Other References (Title, Author, Publisher, Agents, Remarks, etc.)
All journal papers
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Teaching Aids & Teacher’ s Website (Personal website can be listed here.)

E-learning

H w4 P (Supplemental instructions)




