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Course objectives:
Financial markets play a key role in the economy. First of all, they are the link between people and institutions that save money and those that need money to invest. They are also used to transfer risks among individuals and firms, and to provide liquidity.

The main objective of this course is to provide the participants with a proper understanding of the different functions performed by financial markets and institutions within the financial system. We start by giving a brief overview of the functions of the financial system and its connections to the real economy. We then study the functioning of financial markets and the main financial instruments. Finally, we describe the role of the different types of financial institutions. 
In order to achieve these objectives, the course will include three main sections.
· The first section is devoted to the analysis of the financial system main functions and to its relationship with the real economy..

· The second section is dedicated to the analysis of financial markets. For each type of market (bond markets, stock markets, etc.) the technical features of instruments, together with issuance procedures and working mechanisms will be examined.   

· Finally, the third section looks more closely at the different types of financial institutions (commercial banks, investment banks, insurance companies, mutual funds, securities firms, etc.). For each of them, the attention will be focused on their major activities, their economics and management problems.
Readings:

The required text for this course is Financial Markets & Institutions: Third Edition by Saunders & Cornett. It is available at the Co-op. 
Copies of all of the prepared lecture notes will be posted on Blackboard. 

Exam Policy:

Your grade will be determined by your scores on three exams. During the semester I will administer three regular session exams and the final. If you are satisfied with your average on the first three exams you do not need to take the final. If you want to increase your grade you can sit for the final and your grade will be the average of the best three grades.

There will be no makeup exams. If you miss a regular session exam for any reason then you must take the final.  
The basic format for all exams will be multiple choices and short numerical exercises. 
Be certain to bring your UT picture ID and several number 2 pencils to the exams. You may bring and use a non-programmable calculator to the exams. Sharing of calculators will not be allowed. Cell phones will not be admitted as calculators. Place your name on both the exam and the scantron sheet. Both must be turned in when time is called.
Students whose religious observations conflict with the exam schedule should notify me by January 30 in writing so that alternative arrangements can be made. Students requiring alternative test taking arrangements due to a learning disability, must first  provide documentation and be on file with the Office of the Dean of Students-Services for Students with Disabilities in compliance with Section 504 of the Rehabilitation Act of 1973. Alternative arrangements will then be made. 

Your Final Grade:

Scale: A=100-90,  B=89-80,  C=79-70,  D=69-60,  below 60= F

The top 25-35% of the class will get A’s. The next 20-25% will get B’s. The percentages of the class getting C’s is variable, but expect it to be 35-40%. Not all students will pass the class. If you have an average in the 80’s the minimum grade you will receive will be a B….depending on a curve you could improve to an A. The course letter grade cannot be determined and questions about your course grade or standing in class cannot be answered until all examinations have been taken. Work hard, prepare and everything will take care of itself.

Preparing for Exams:
The best way to prepare for the exams is to focus on the material covered in class. The book is very dense and we will not cover some of the material in many chapters. I will tell you what to concentrate on…you will be able to figure this out for yourself by looking at the Class Notes posted on Blackboard. Attendance will not be taken on a daily basis but there is a high correlation between those who hear the lectures and good grades.
The final exam will be comprehensive. Therefore when we review the tests in class during the semester you should make note of the areas in which you did not do well. Every effort will be made to give you page numbers or chapters with each question so that you can go back and review. These reviews are very important. They are the only chance you will have to look at the exam questions a second time.
It is your responsibility to be familiar with the University’s Policy on Scholastic Dishonesty. Violations will not be tolerated. Do your best to not arouse suspicion by focusing on your exam only.
The following information is included at the request of the Undergraduate Dean’s Office and the Office of the Provost.

The McCombs School of Business has no tolerance for acts of scholastic dishonesty. The responsibilities of both students and faculty with regard to scholastic dishonesty are described in detail in the Policy Statement on Scholastic Dishonesty for the McCombs School of Business:

By teaching this course, I have agreed to observe all of the faculty responsibilities described in that document. By enrolling in this class, you have agreed to observe all of the student responsibilities described in that document. If the application of that Policy Statement to this class and its assignments in unclear in any way, it is your responsibility to ask me for clarification Policy on Scholastic Dishonesty: Students who violate University rules on scholastic dishonesty are subject to disciplinary penalties, including the possibility of failure in the course and/or dismissal from the University. Since dishonesty harms the individual, all students, and the integrity of the University, policies on scholastic dishonesty will be strictly enforced. You should refer to the Student Judicial Services website at http://www.utexas,edu/depts/dos/ or the General Information Catalog to access the official University policies and procedures on scholastic dishonesty as well as further elaboration on what constitutes scholastic dishonesty. 
Beginning Fall 2001, web-based, password-protected class sites will be available for all accredited courses taught at The University. Syllabi, handouts, assignments and other resources are types of information that may be available within these sites. Site activities could include exchanging e-mail, engaging in class discussions and chats, and exchanging files. In addition, class e-mail rosters will be a component of the sites. Students who do not want their names included in these electronic class rosters must restrict their directory information in the Office of the Registrar, Main Building. For information on restricting directory information see:
http://www.utexas.edu/student/registrar/catalogs/gi00-01/app/appc09.html.

The Provost has asked that to help inform students of available resources and to fulfill due diligence for ADA, the following is added to all syllabi:

The University of Texas at Austin provides upon request appropriate academic accommodations for qualified students with disabilities. For more information, contact the Office of the Dean of Students.

Use of Electronic Equipment in Classrooms
Laptops, sound recorders, cameras, etc. are prohibited in classrooms unless permission is granted by the class instructor.

Course Outline-Spring Semester- 2008

	N°
	Date
	Week
	Topic
	Book Chapter

	1
	15-Jan
	Tue
	Why Study Financial Markets and Institutions?
	1

	PART 1: THE BASICS

	2
	17-Jan
	Thu
	The determinants of Interest Rates
	2

	3
	22-Jan
	Tue
	Interest Rates and securities valuation
	3

	4
	24-Jan
	Thu
	The Federal Reserve and the monetary policy
	4

	PART 2: FINANCIAL MARKETS

	5
	29-Jan
	Tue
	Money Markets
	5

	6
	31-Jan
	Thu
	Bond Markets
	6

	7
	5-Feb
	Tue
	Mortgage Markets
	7

	8
	7-Feb
	Thu
	Foreign Exchange Markets
	8

	9
	12-Feb
	Tue
	Exam 1: Lessons 1-8
	

	10
	14-Feb
	Thu
	Stock Markets 1
	9

	11
	19-Feb
	Tue
	Stock Markets 2
	9

	12
	21-Feb
	Thu
	Derivatives 1
	10

	13
	26-Feb
	Tue
	Derivatives 2
	10

	14
	28-Feb
	Thu
	Derivatives 3
	10

	15
	4-Mar
	Tue
	Derivatives 4
	23

	PART 3: FINANCIAL INSTITUTIONS

	16
	6-Mar
	Thu
	Commercial Banks 1
	11

	17
	18-Mar
	Tue
	Commercial Banks 2
	12

	18
	20-Mar
	Thu
	Exam 2: Lessons 10-17
	

	19
	25-Mar
	Tue
	Banks Regulation
	13

	20
	27-Mar
	Thu
	Other Lending Institutions
	14

	21
	1-Apr
	Tue
	Insurance Companies
	15

	22
	3-Apr
	Thu
	Investment Banks
	16

	23
	8-Apr
	Tue
	Mutual Funds
	17

	24
	10-Apr
	Thu
	Hedge Funds
	17

	25
	15-Apr
	Tue
	Pension Funds
	18

	26
	17-Apr
	Thu
	Credit Risk Management
	20

	27
	22-Apr
	Tue
	Interest rate risk
	22

	28
	24-Apr
	Thu
	Loan Sales and Securitization
	24

	29
	29-Apr
	Tue
	Exam 3: Lessons 19-28
	

	30
	1-May
	Thu
	Review Session
	


