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Summer 2005
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INSTRUCTOR:
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OFFICE HOURS:
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CLASSROOM:
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COURSE OBJECTIVE:
(Prerequisite: FIN 303)

In the last years there has been a tremendous growth in institutional money management and financial planning throughout the world. This course is designed to prepare the students to understand the practice of advance portfolio management and investments. The lecture notes are based on the assigned readings and real life cases studies. As one of the key wealth management centers in United States, there is a need in Southern California for a pool of well-trained finance professionals with a rigorous knowledge of investment management. At the end of the course, students will be able to analyze market data using the latest investment management tools and to formulate appropriate strategies and courses of actions. Students who are interested in wealth management, portfolio management and valuation analysis, or seeking accreditation as a Charter Financial Analyst (CFA) will find this course a good first step towards achieving these professional goals.

COURSE RESOURCES:

Readings:
Readings package available at QuickCopies at the bookstore 



Additional readings to be assigned and distributed in class.

Supplemental:
Wall Street Journal and Barron’s for keeping abreast of current events. Computational capabilities, especially spreadsheets, word processing and access to electronic mail and internet resources.

GRADING:

A.
Composition


Midterm Exam 







30%


Final Exam 








30%

Group Project








25%


Assignments and Class Participation





15%

B.
Examinations
· non-cumulative in nature

· plus/minus grades given

· the topics to be prepared for the exams are found at the end of class notes under Learning Objectives
· no make-up tests allowed; if you miss the midterm due to a valid reason, the final counts 80% of your grade 
C.
Scale



  97% - 94%  A ;
93% - 90%  A- ;



 89% - 87%  B+ ;
86% - 83%  B ;

82% - 80%  B- ;



 79% - 77%  C+ ;
76% - 73%  C ;

72% - 70%  C- ;



 69% - 60%  D's ;
< 60%      F

D. 
 Assignments 
There will be a total of four assignments involving readings summaries. The reading summaries require a two to three page summary report of the readings mentioned in the Tentative Class Schedule below. The readings will be handed out in class in hard copy. The reports should be handed in during the class when the respected reading is discussed. You are responsible for the readings. No late assignments will be graded.
E.
Project 
There will be one group project. The group project involves preferably three but no more than four students.  A list of your team’s members should be handed in to the instructor in class on the second week of school. More information will be provided in class.  The report is expected to be no more than 5 pages plus a cover page and any tables or graphs that you refer to in the body of the text.  The report will be graded on the basis of the quality of the analysis and the clarity of exposition.  The due date for the report is 8/10/2005. Peer evaluations are required and are due at that date too.  Group members will be asked to allocate 100 points among themselves.  

F. 
You are responsible for coming prepared to all classes.  Readings should be done in advance of class in which the assigned materials will be discussed.  If for whatever reason you miss a class, it is your responsibility to get the material and any announcements that you miss.  If you have questions about what you miss, ask me or a classmate prior to the next class meeting.  In addition, you should bring a calculator to each class so that you can participate in working through in-class numerical problems.

Positive contributions to the learning experience of the class will be greatly appreciated.  

G.
The students are encouraged to read, sign and abide by the College of Business and Economics’ s STUDENT CORE VALUES STATEMENT and ETHICAL CONDUCT PLEDGE, available at : http://www.csun.edu/finance/degprog.html
TENTATIVE COURSE SCHEDULE

Meeting #1 (July 18): Optimum asset allocation 

“An introduction to portfolio management”, Ch. 8, Reilly and Norton, the reading package
Excel applications. Web application: Fin Portfolio: www.finportfolio.com/index.html
FinPortfolio provides a suite of institution-quality portfolio management tools to help the individual investor solve real-life financial problems
Meeting #2 (July 20): The Foreign Exchange Market

“The market for foreign exchange risk”, Ch. 4, ER, the reading package
Meeting #3 (July 25): Global investing
 “ International portfolio management” chapter 11, Eun and Resnick, the reading package
Assignment 1 due: “ Foreign exchange markets”
Meeting #4 (July 27): Efficient capital markets and Behavioral finance
“The Capital markets and market efficiency” chapter 9 in Strong, the reading package
Behavioral finance: Chapters 3,5, 8 from Nofsinger
(available in hard copy from the instructor)

Assignment 2 due: “Globalization and antiglobalization”
Meeting #5 (August 1): Alternative investments I: Mutual funds and Hedge funds
“ Mutual funds and other managed investments” chapter 8 Solnik and McLeavey 
(available in hard copy from the instructor)

Case study: “Dimensional Fund Advisors”, the reading package
Meeting #6 (August 3): Midterm exam  1 (selected topics from meetings #1, 2, 3, 4)
 Alternative investments II: Venture capital and private equity

“Kings of capitalism” A survey of private equity, The Economist, November 27th 2004
(available in hard copy from the instructor)
Meeting #7 (August 8): Financial planning 
“ The asset allocation decision” chapter 6 in Reilly and Norton

Assignment 3 due:  summary of the case below

Case study: “Allen family” (available in hard copy from the instructor)
Meeting #8 (August 10): Trading styles
“Picking the equity players: chapter 10 in Strong, the reading package
Group project report due.
Meeting #9 (August 15):  Class canceled 
Meeting #10 (August 17): Final exam (selected topics from meetings #5,6,7,8)

Assignment 4 due: “A survey of corporate social responsibility”

Group project
You are a financial adviser and your client, who is currently investing only in the US market, is considering diversifying internationally. You are interested in investing in seven countries ( US, three developed and three emerging markets) and the goal is to find seven ETFs (Exchange Traded Funds), one corresponding to each country, that will give you the optimum (tangency) portfolio comprising the seven ETFs.

 To do this you need to employ an Excel spreadsheet model. The spreadsheet model is MPTsolver.xls that can be downloaded from the course web site. Information about how to use it is provided below, and we will do several examples in class.

MPTSolver.xls is an Excel spreadsheet based Markowitz portfolio optimizer that allows the user to obtain the optimal tangency portfolio on the efficient frontier of a set of securities by finding the portfolio that has the maximum Sharpe measure. MPTSolver.xls is based on the Excel Solver capability found under the Tools applications. Thus, it is very versatile in solving a variety of optimization problems. To use MPTSolver.xls, the user must input the MONTHLY risk-free rate, the expected returns, the standard deviations of returns, and the pairwise correlation coefficients for a maximum of seven securities. You need to calculate these variables, using Excel functions, based on the ETFs return series, return series that in turn are calculated from monthly adjusted price series downloaded in Excel from yahoo.finance.com. The user also needs to input an arbitrary set of investment weights to initialize the optimization. It is suggested that equal weights be used. Ensure that you select indices that have at least five years of monthly data. The input areas are highlighted in blue. The optimization would be done by having Solver maximize the Sharpe ratio by changing the values of the investment weights of Assets 1 through 7. More information and guidance will be provided in class.

At the end you need to prepare a report that presents your findings and describe your analysis. The report is expected to be no more than 5 pages, double space, plus a cover page and any tables or graphs that you refer to in the body of the text.  The report will be graded on the basis of the quality of the analysis and the clarity of exposition.  The due date for the report is 8/10/2005.
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