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FINANCE 615

INVESTMENT ANALYSIS

Wednesday 7:45 pm  M37


FALL 2000

INSTRUCTOR
: Arthur Gudikunst, Ph.D.
OFFICE HOURS:  Mon, 3:00-6:00 pm 

OFFICE
: G-464

   Wed,  3:00-7:00 pm


PHONE  
: 232-6387 

   (and by appointment) 

E-MAIL
: agudikun@bryant.edu

HOMEPAGE
: http://web.bryant.edu/~agudikun
COURSE OBJECTIVES


.
To help you gain an understanding of basic theory and practice of investing.


.
To increase your awareness of the opportunities and risks of investing.


.
To help you make more informed investment decisions.


.
To help you develop a theoretical foundation for future course work in finance.

This is the basic course dealing with investing in marketable securities. We will focus attention on the operation and mechanics of the securities markets, evaluation of debt and equity securities, the impact of risk and return on general investing strategies, and an introduction to derivative securities, such as options and futures contracts. 

This will be a survey course of basic investment and securities analysis, with primary emphasis on stocks and bonds, with an introduction to options and futures contracts. The instructor assumes that students have already taken  Financial Management (FM), and have been exposed to statistics and regression analysis. We will build on the tools and understanding of decision-making within the corporation developed in FM, but our focus will be as an external investor, not an internal corporate manager. The techniques of financial statement analysis from FM will be applied in this course. Computer work with Excel or other spreadsheets will be an integral part of this course activity.

After completion of Fin 615 Investments, students may consider taking Fin 617 Portfolio Management (which deals with managing portfolios of securities and efficient capital market theory from a professional manager's perspective). Fin 617 will focus on building and managing  portfolios of all marketable securities, i.e., equities, debt securities, options, futures and other derivative contracts.

This Investments course will be conducted with a combination of instructor-led class presentations and discussions on the assigned text readings (and outside readings as indicated), text problem assignments, a real-time investment simulation, examinations and term-project. Time commitment to the course will be intensive, so plan accordingly.

REQUIRED READING

.
Bodie, Zvi, Alex Kane, Alan J. Marcus, Investments, 4th Edition, Irwin McGraw-Hill, 1998.


(RW)
Malkiel, Burton,   A Random Walk Down Wall Street, W.W. Norton & Co.,



1999.


.
The Wall Street Journal

COURSE REQUIREMENTS & GRADING
During the term, your performance will be evaluated on the basis of graded homework assignments, two midterm exams, a project, and a final exam.

The following weights will be used in determining grades:



HOMEWORK

 
 15%



MIDTERM EXAM I


 15%



MIDTERM EXAM II


 15%



FINAL EXAM


 30%



PROJECT



 25%



TOTAL


100%

To assign your grades, I will utilize the statistical distribution of your scores. Throughout the term I will be giving you regular feedback as to your standing in class. The following will constitute the upper limits to the cut-off points in assigning your grades:

(92 = A, 87-91 = AB, 82-86 = B, 77-81= BC, 72-76 = C, 67-71 = CD, 60-66 = D, <60 = F.

HOMEWORK

There will be regular homework assignments during the term. They must be returned by the announced deadlines. No credit will be given for assignments that are turned in late. Each homework assignment will be equally weighted. 

FINAL EXAM

.
The final exam will be given during the exam period on Wednesday, Dec. 20, 2000 at 7:45 p.m. in M37.


.
The exam will be cumulative.

.
There will be numerical problems as well as multiple choice and short essay questions in the exam.

PROJECT 


In this project you will play the role of a security analyst. By following a publicly traded firm of your choice, you will provide information on its fundamentals in the form of a double-spaced type written report. This involves (1) analysis of macroeconomic factors that are relevant to the firm and its industry, (2) assessment of the industry in terms of such factors as market potential and competitive structure, (3) investigation of firm-specific factors such as market share, growth potential and profitability, and (4) application of a quantitative model for determining the stock value and making a “buy/sell/hold” recommendation for the firm’s common stock.

Grading of the project will be based on the following criteria: (1) the neatness of the written report, (2) the methodical presentation of macroeconomic, industry-specific and firm-specific factors as well as the extensiveness and relevance of research information gathered regarding the firm and its industry, (3) the pertinence of the quantitative stock valuation model you applied, and (4) meeting the Wednesday, Dec. 20, 2000  deadline for submitting the report.

You are expected to select a company by Wed., Sep. 20, 2000. Make sure that the company you choose is followed by the Value Line Investment Survey. Suggestions on the format and outline of the paper, information on data sources for your research, and tips on conducting your research efficiently will be given to you by the second week of classes. We will devote ample time to the concept of security analysis so that you have sound theoretical background to conduct your study.
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COURSE SCHEDULE

DATE


Reading Assignment:

Sep. 6


Introduction





CH1: The Investment Environment

CH2: Markets and Instruments

Sep. 13


CH2: Markets and Instruments





(RW)   Ch. 1 and 2

Sep. 20


CH2: Markets and Instruments





CH20: Options Market: Introduction





CH22: Futures Market





(RW)  Ch. 3

Sep. 27


CH2: Markets and Instruments

and Oct. 4


CH20: Options Market: Introduction





CH22: Futures Market





CH4: Mutual Funds and Other Investment Companies

CH3: How Securities Are Traded

(RW)  Ch. 4
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Schedule (continued)

Oct. 11



CH5: History of Interest Rates and Risk Premiums
CH24:  Portfolio Performance Evaluation
Oct. 18


MIDTERM EXAM I





CH24: Portfolio Performance Evaluation

Oct 25



CH6: Risk and Risk Aversion

CH7: Capital Allocation Between the Risky Asset

 



          and the Risk-Free Asset








(RW)  Ch. 5 and 6

Nov. 1



CH8: Optimal Risky Portfolio 

CH9: The Capital Asset Pricing Model

CH10: Single Index and Multifactor Models





(RW)  Ch. 7 

Nov. 8



CH12: Market Efficiency 





CH17: Macroeconomic and Industry Analysis





(RW)  Ch. 8 and 9

Nov. 15


CH17: Macroeconomic and Industry Analysis

CH18: Equity Valuation Models 

CH19: Financial Statement Analysis 





(RW)  Ch. 10
Nov. 22


MIDTERM EXAM II (takehome)
Nov.29



CH18: Equity Valuation Models 





CH19: Financial Statement Analysis
CH14: Bond Prices and Yields





(RW) Ch. 14

Dec. 6



CH14: Bond Prices and Yields





CH15: Term Structure of Interest Rates

CH16: Fixed Income Portfolio Management

Dec. 13


CH20: Options Markets: Introduction





CH21: Option Valuation





CH22: Futures Markets

Wed. Dec. 20, 7:45 p.m.: 
FINAL EXAM

SUGGESTED QUESTIONS AND PROBLEMS
CH1:  Problems 1,2,3,4,7,10,11,12,13,14 

CH2:  Problems 1,2,3,4,5,6,7,8,9,10,11,12,13,14,15,16,17,18,19,20,21

CH3:  Problems 1,2,3,4,5,6,7,8,9,10,11,12,13,14,15,16,17,18,19,20,21,22 

CH4:  Problems 1,2,3,4,5,6,7,8,9,10,11,12,13,14,15,16,17,18

CH5:  Problems 1,2,3,4,5,7,8,10,11,12,13,14,15,17 

CH6:  Problems 1,2,3,4,5,6,7,8,9,10,11,12,13,14,15 

CH7:  Problems 1,2,3,4,7,8,9,10,11,12,18,19 

CH8:  Problems 1,2,3,4,5,6,7,13,14,18,19,20,21,22 

CH9:  Problems 1,2,6,7,8,9,10,11,12,13,14,15,16,17,21,22,23,24,25,28 

CH10:  Problems 1,2,3,5,6,7,8,13,14 

CH12:  Problems 1,2,3,4,5,6,7,8,9,10,11,12,13,14,15,16,17,18,19,20,21,22,23,24,25,26,27,28,29,30, 



   31,32,33

CH14:  Problems 3,4,5,6,7,8,9,10,11,12,13 a,b,c,14,15,16,19,23,28, 

CH15:  Problems 1,2,3,4 

CH16:  Problems 1,2,3,4 

CH17:  Problems 1,2,3,4,5,6,7,8,9,10,11,12,13,14,15,16,18,19 

CH18:  Problems 1,2,3,4,5,6,7,8,9,10,11,14,15,16,17,18

CH19:  Problems 1,2,3,6,7

CH20:  Problems 1,2,4,6,7,8,12,14,15,16,20,22,24 a,d,e,f 

CH21:  Problem 2 

CH22:  Problems 1,2,3,4,5,7,16

CH24:  Problems 1,2,3,4,5
IMPORTANT NOTE: This is a list of questions and problems for you to work on after each relevant topic is covered in class. You will see the positive impact of it on your learning process. 

