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Professor: Dr. Giao Nguyen
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Office Hours: Mondays, Wednesdays: 5:00-6:30 and by appointment
Teaching Assistant: TBA

COURSE DESCRIPTION

This course is an introductory investment course. The topics covered in class will include, but not limited to, principles of investment theory; decision making under differing uncertainties and constraints; formulation of objectives and strategies; development of conceptual managerial perspectives and philosophies for investment environments. These topics are essential for students who want to become professional money managers, security analysts or simply want to manage personal investments.  
COURSE OBJECTIVE
At the conclusion of this course, students will be able to:
1. Identify the structure of financial markets

2. Discuss basic techniques to optimally allocate investment assets

3. Explain the implications behind risk and return trade off
4. Describe how to value debt securities

5. Describe basic stock valuation models

6. Describe the major types of derivative securities 

PREREQUISITES
Finance 357; In addition, I expect you to have the basic knowledge of statistics. Students with insufficient background should consider tutorials and/or review chapters from introductory statistics books.
COURSE MATERIAL
The required textbook for the course is: 

Essential of Investments, by Bodie, Kane and Marcus, latest edition, McGraw Hill

A recommended, but not required, text is: 

Solutions Manual for Use with Essentials of Investments, Bodie, Kane and Marcus  
In addition, students are strongly encouraged to read investment articles in The Wall Street Journal. From time to time, I will assign reading assignments from various sources including text chapters, Wall Street Journal and online articles. Students are expected to complete the reading prior to the class meetings. Also, you are encouraged to bring me articles that you find interesting and relevant to class topics. 
All reading materials and course updates will be announced in class and through the course website:

https://courses.utexas.edu/webapps/login
Finally, students will need a financial calculator. Some of the topics will include computation of present values, yields and rate of returns. While students are free to use any type of calculator, the financial calculator will be much more convenient than scientific calculators. The recommended financial calculators are: Texas Instruments BA II Plus (easier to use) and Hewlett Packard 12C (harder to use). In addition, these calculators are the only ones permitted on the CFA Exam.  
COURSE REQUIREMENTS
Exams
There will be three exams, including two midterms and a final. The final will be comprehensive. Students are expected to bring their own financial calculators to the exams. Sharing of financial calculators is strictly prohibited. 

There will be no make-up exams. If you have to miss an exam because of an excusable and verifiable reason, you MUST let me know in advance. Failing to do so or failing to provide acceptable documentation (e.g. medical note) will automatically result in a grade of zero on the exam. If your excuse is approved, the weight of the exam will be added to the final exam. No exceptions!
Individual Research Papers
You are required to submit 2 research papers. The first one (“small” paper) should deal with any current investment topic researched by the student. The topics must be pre-approved by the professor. On the due date, you must turn in a 2- to 3-pages analysis of the topic. 

The second one (“big” paper) deals with investment management. You will be playing a role of portfolio manager and must come up with an investment strategy for your client. The investment strategy should include, but not limited to, investment philosophy, profile of the client, risk tolerance (based on your assessment), economic outlook, strategic asset allocation, tactical asset allocation and investment asset selection criteria. On the due date, you must turn in a 5-pages paper (or prospectus). Consider this paper as a marketing tool, i.e. you are convincing me to give you my money. You must show that your investment strategy fits the client’s profile and you have the necessary technical and analytical skills to do the work. 
Papers must be double spaced, use a font size of 12, and exhibits will not count against the page requirement. The grade will depend on the quality of contents, research approach and organization. 

Investment Project
The purpose of the project is to introduce students to real-world investment management experience. Each group (consisting of no more than 5 and no less than 3 students) is required to build and manage a $500,000 investment portfolio. You are free to utilize any investment strategy you want and you can use any instrument you want (bonds, stocks, derivatives etc.) However, the strategy MUST fit your pre-determined investment philosophy and client profile (if any). Also, at least 2 stocks should be traded on the NASDAQ and based in Texas.  A group presentation of the portfolio management process is required according to the enclosed class schedule (investment philosophy, approach in the selection of stocks). Investment results and portfolio performance evaluation will be determined using performance measurements discussed in class. The grade associate with this project will be based on the followings: investment philosophy, stock analysis, quality of the presentation and team effort.

The evaluation of the investment performance will be for the following period: 10/01/07 – 11/28/07.

The analysis and presentation of each stock must include the followings:

1. Investment policy/portfolio strategy, stock selection criteria

2. Graphs: Asset allocation, Revenues (sales), Net Income (last 3 years)

3. Projected Earnings, Cash Flow and Dividends (next 3-5 years)

4. Valuation analysis: the company’s stock price and/or the Expected Rate of Return.

5. Company’s business strategy

6. The reasons which this stock was selected 
7. Portfolio performance
On the presentation date, you must turn in a 2-page (max) memo summarizing your strategy, asset allocation and overall performance. You are also required to turn in your PowerPoint presentation slides. 
The presentation will simulate a professional investment presentation. Each group has approximately 10 minutes for the presentation. If you exceed the time, I will cut you off. 
Homework

I will assign homework problems at the end of the chapters. The homework will not be graded but will give you a better understanding of the topic and will prepare you for the midterms and the final.

The weight of each components of the course grade is as follows:



First Exam



20%



Second Exam



25%



Final Exam (Comprehensive) 
30%




2 Research Papers


15%



Investment Project (Presentation)
10%

GRADING POLICY
Your overall grade will be determined by where your overall score lies in the distribution of all students’ overall scores. The cut-offs in the distribution will be such that roughly 35% of students receive “A”s, 35% receive “B”s, and 30% receive grades below a “B.” The exact curve cut-offs will depend on the final level and shape of the overall score distribution.

CLASSROOM CONDUCT
Class attendance will not be taken. However, students are expected to attend and come prepared for each class by reading the assigned material. Some of the lectures may deviate from the text chapters. Hence, students are expected to review these materials on their own (or from peers). 

The use of laptop computers is strictly limited to taking notes and downloading course material. Checking e-mail, chatting and surfing the net during lectures will distract your peers’ attention. This will make them uncomfortable which in turn will make me uncomfortable. 

Finally, I appreciate you turning off your cell phones and refraining from talking during lecture time. If you have to leave class early then let me know in advance. 

NOTE
I reserve the right to make modification to this syllabus. The modifications (if any) will be announced in class. You are responsible for all announcements made in class. 
THE UNIVERSITY OF TEXAS HONOR CODE
“The core values of The University of Texas at Austin are learning, discovery, freedom, leadership, individual opportunity, and responsibility. Each member of the university is expected to uphold these values through integrity, honesty, trust, fairness, and respect toward peers and community.”

ACCOMODATIONS FOR STUDENTS WITH DISABILITIES
The University of Texas at Austin provides upon request appropriate academic accommodations for qualified students with disabilities. Students who require special accommodations need to get a letter that documents the disability from the Services for Students with Disabilities are of the Office of the Dean of Students (471-6259-voice or 471-4641 – TTY for users who are deaf or hard of hearing). This letter has to be presented to the instructor at the beginning of the semester and needed accommodations will be discussed at that time. Five business days before an exam the student should remind the instructor of any testing accommodations that will be needed.

ACADEMIC INTEGRITY
Academic dishonesty will not be tolerated. Your responsibilities with regard to scholastic dishonesty are described in detail in the Policy Statement on Scholastic Dishonesty for the McCombs School of Business.  

TENTATIVE CLASS CALENDAR

	DATE
	TOPICS/ASSIGNMENTS

	08/29 
09/05– 09/19
09/24 – 10/01
09/26
10/01

10/03
	Introduction and discussion of the syllabus

Essentials of Investments
Readings: Chapters 1, 2, and 3
Assignments: TBA

Bond Valuation

Readings: Chapters 9 and 10

Assignments: TBA

Turn in list of team members and topic for “small” paper
Investment Project Starts
EXAM 1

	10/08 – 10/22
10/24 – 10/31
11/05

11/05 – 11/12

11/14
11/22 – 11/23
	Stock Valuation

Readings: Chapters 13 and 12

Assignments: TBA

Market Efficiency and Intro to Portfolio Theory

Readings: Chapters 8 and 5

Assignments: TBA

“Small” paper due

Portfolio Theory
Readings: Chapters 6 and 7
Assignments: TBA

EXAM 2
Happy Thanksgiving!

	 11/19 – 11/28
11/28

12/03

12/05


	Other topics: Options, Option Valuation and Portfolio Evaluation
Readings: Chapters 14, 15 and 17
Investment Project Ends and “Big” paper due
Presentation date

Presentation date



	TBA
	COMPREHENSIVE FINAL EXAM
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