Investment Management

Finance 367


The University of Texas at Austin


Fall 2009

Lecturer: Pam Friedman, CFP®
friedmanp@mccombs.utexas.edu

Office: CBA 6.492 
Unique Number 03125 MWF 8am – 9am, CBA 4.332
Unique Number 03130 MWF 9am – 10am, CBA 4.332

Unique Number 03135 MWF Noon – 1pm, UTC 4.104

Office Hours (subject to change): MW 10am – 11:40am and by appointment
Changes will be posted under the Syllabus section of Blackboard

Required Text: Bodie Kane and Marcus, Essentials of Investments, Irwin, Seventh Edition
Course Description:

Finance 367 is an introductory investment course.  The course is intended for those students who want to become an investment professional (portfolio manager, advisor or analyst) or individual investor.  The course prepares students to recognize various investment products and their opportunities relative to investor preferences.  Emphasis is put on why various types of securities are issued by corporations and what makes those securities interesting to a variety of investors.  Both real world and theoretical views are presented.  Course material will be a foundation for students who are considering a general securities license (Series 7), accreditation as a Chartered Financial Analyst and/or Certified Financial Planner. Materials from all of these accreditations are included in the course lecture notes.
Finance 367 is a Restricted Course for students who are enrolled in a major program in the College of Business Administration.  Please note that several prerequisites apply for the course and are published in the Course Schedule.  
Major topics:

Elements of investments


Background and Issues


Financial Markets and Instruments


How Securities are traded

Mutual Funds and Other Investment Companies


Investors and the Investment Process

Portfolio Theory


Risk and Return

Fixed Income Securities


Bonds Pricing and Yields


Managing Fixed Income Portfolios
Security Analysis


Equity Valuation Models

Derivative Assets: Options and Futures


Options Markets


Option Valuation


Futures Markets

Exam Schedule (Subject to Change as Noted on Blackboard under the Syllabus section)
Exam 1:

Thurs, Oct. 1, 2009
7-10pm

Ch 1-5 + Assigned Materials 
Exam 2:

Thurs., Oct. 29, 2009
7-10pm

Ch 10, 11, 13 + Assigned Materials
Exam 3:

TBD (Finals Schedule)


Ch 15-17 + Assigned Materials

Taking exams at any other time is not permitted. Please schedule job interviews, office visits and other appointments around these dates and times. 

If there is a conflict with another exam, class or an otherwise approved conflict, the exam may be made up only before the scheduled exam date and time (and only at the discretion of the instructor).  The instructor will approve make up schedules by e-mail or in class.  
If you are sick, you choose to miss an exam or your conflict is not approved by the instructor, you may take a makeup exam during the final exam period. 

Seating will be assigned for all exams. 
A student who misses classes or other required activities, including examinations, for the observance of a religious holy day should inform the instructor as far in advance of the absence as possible, so that arrangements can be made to complete an assignment within a reasonable time after the absence.

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 at 471-6259, 471-4641 TTY.

Course Evaluation

The course grade will be determined as follows:

Exam 1: 


26%
Exam 2: 


26%
Exam 3: 


26%
Writing
Assignments (2):

15% (9% and 6%)
Stocktrak:


7%

Exams will be comprised of multiple choice/true false questions as well as short answer, fill in the blank or other questions.  Approximately half of the exam questions will be quantitative.  There may or may not be a slight curve applied at the end of the semester to the raw grade of some exams or the overall average.  The course letter grade cannot be determined until all exams have been taken.
Grades will be posted on E-Gradebook.
Please be aware that beginning with the Fall 2009 semester, the University has implemented a plus-minus grading system for undergraduates similar to what has been in effect for graduate students.  This change was announced last year and the Provost’s Office sent the following memo to department chairs last May.     http://www.utexas.edu/provost/planning/plus-minus/
Scholastic Dishonesty will not be tolerated and will be dealt with in accordance with the policies of the University of Texas.  Students who violate University rules on scholastic dishonesty are subject to disciplinary penalties, including the possibility of failure in the course an/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://deanofstudents.utexas.edu/sjs/ 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.
Course and Supplemental Materials
Student lectures notes are available on Blackboard under the Course Documents section at least by the night before the lecture (7pm). Please print these out and bring them to class.  You may want to print using 2 pages per printed sheet.  I suggest you put your notes in a medium three ring binder and bring blank pages to work practice problems or take additional notes.  If you have difficulty printing the notes from Blackboard, please come see me during office hours.  
· Suggested homework problems will be posted on Blackboard under the Assignments section.

· Selected practice problems will be posted on Blackboard under either Course Documents or Assignments
· Solutions to these problems will be posted on Blackboard under either Course Documents or Assignments. 
· Homework does not need to be turned in, but several homework problems will appear on exams
· Check your e-mail often to make certain that you bring everything that you’ll need to class or exams.
· Make sure that Blackboard has your correct e-mail address
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, Room 1.  For information on FERPA related issues see http://registrar.utexas.edu/students/records/ferpa/ 

Students should check the Course Document and Assignments sections the night before each class (7pm).  There will be additional course assignments, assigned reading materials and supplemental readings. Reading assignments are posted under either Course Documents (if the instructor plans to go over the document in class) or Assignments on Blackboard.  
Stocktrak and writing assignments will be posted on Blackboard in the Assignments section.  
For Stocktrak, suggested dates for completion are noted on Blackboard.  Actual dates are noted in the bullets below:

· All Stocktrak trades assigned before Exam 1 must be completed before the review session for Exam 1.  You must turn in a printed copy of your Transaction History and Limit/Stop order pages (View All tabs for both) at the review session for Exam 1 unless otherwise instructed.  
· Stocktrak trades assigned after Exam 1 must be completed before the review session for Exam 3 unless otherwise instructed.  You must turn in a printed copy of your Transaction History (View All tab) at the review session unless otherwise instructed.  Your Limit Stop order page will not be needed.
· All trades must appear in the previous trades section of Transaction History (not in today’s trades). This means that all trades must be executed (entered into the system) by 3pm the day before the assignment is due.
· The instructor highly suggests completing and turning in Stocktrak assignments BEFORE they are due  - either in office hours or before/ after class.  If you turn the assignment in early, the instructor will check your assignment and, if something is wrong, you’ll have a chance to fix the error before turning in the assignment.

Much of the material covered on exams is not in the text.  Hence, you are urged to attend class regularly and to read all additional notes and assignments. Remember that posted lecture notes are not the only thing needed to study for exams.  During class, I may expand, revise or even correct lecture notes - even though I may post a reminder of a revision to the notes on Blackboard. If you miss class, be sure to get these additional notes from a fellow student.
Students are responsible for assignments and assigned reading materials and this material may be tested.  Much of this material will be used in class during the week so please bring these materials and come to class prepared to discuss.  Supplemental readings are intended to make the course more relevant and useful to a career in investments.  
Calculators:

I use the HP 12C or HP 10B for all calculations (be sure to set the HP 10B to 1 period per year to follow my examples – the instructor will show you how to do this is class).  It is my experience that the 12C is the most universally accepted calculator in the industry.  If you do not have an HP 12C or 10B, you will need some other kind of calculator that has present and future value, exponential and root functions.  Present and future value tables will not be available for the exam.  

I will show calculations using the HP 12C and HP 10B.  If you have a different calculator, you will need to be responsible to read the manual for your calculator to do similar calculations.  
· Please bring your calculator the first class day and every class day.  
· Please have your calculator on your desk and ready for use at the beginning of each class. 
Please set your 10B or 12C to the following settings 

For the HP 12C:  

· To clear the calculator of all inputs: the f key then the CLX key; To clear only the last input: just the CLX key

· To change the number of decimal places:  

· f , then the number 4, for 4 decimal places or f  5, for 5 decimal places (hit f CLX after doing this to be certain there are still the desired number of decimal places)
· set to 5 places please

· This calculator is always set to one period per year so no additional settings are needed

For the HP 10B or 10BII:  Additional settings are needed for the class

· First the calculator has to be set to 1 period per year 

· Clear the calculator of all inputs by pressing the Orange key then C (the number of periods presently in calculator will flash on the screen, factory setting will say 12 P-Yr or 12 periods per year)

· To set to 1 period per year, press the number 1, the orange key then the PMT key (actually P/YR or periods per year in small orange letters), then press the Orange key and then C to see if the calculator flashes 1 P/YR.

· To change the number of decimal places (please set to 5 places):  

· Orange = (actually the DISP key) 4 for 4 decimal places

· Orange = (actually the DISP key) 5 for 5 decimal places

Please do not bring programmed or programmable calculators to the exam, (you may be asked to clear all your programs). You may bring both a simple calculator and the HP 12C, HP10B (or other financial calculator) to class and exams.
Other Course Policies: (VERY IMPORTANT)

1. Alternate exam dates cannot be given.  You are expected to be present at the indicated time, place and date for all examinations.  Students missing an exam without permission may receive zero on that exam at the instructor’s discretion.  
2. Make-up or extra work to improve your grade is not possible.  Your final letter grade is determined solely by your examinations, your writing assignments and Stocktrak portfolio participation/project scores if applicable. In addition, your general academic situation cannot be considered.  (For example, “I need a ‘C’ in this course to graduate.”) The final grade in the course, once assigned, will not be changed except in the event of a recording error.  Extra credit points on exams may allowed or for attendance at UBC events may be possible at the instructor’s discretion.
3. All examination materials, including a formula sheet and scratch paper, will be provided at the exam.  You need to bring No. 2 pencils, a financial calculator(s) and a picture I.D. to each exam session.  The formula sheet provided will be available before the exam on Blackboard under Course Documents.
4. Any individual suspected of cheating, including stealing, lying in order to postpone or delay and assignment/exam  or using stolen examinations, will be disciplined to the maximum extent possible.  Specific seats may be assigned for all examinations.

5. Examinations will not be returned.  The method of review will be announced in class but will occur only during the two weeks after the grade is posted (Exam 1 and 2 only).  The instructor reserves the right to extend this one week period depending on the volume of questions, but in no case may exams be reviewed beyond the week before the next exam date or on or after the first day of the last week of classes.  If you feel your posted examination grade is incorrect, you must notify me in writing during this same period.  After this period, the examination papers will be stored and the instructor shall have the discretion as to whether you may see your exam and whether additional points will be granted.
6. If you miss a class, it is entirely your responsibility to determine what you missed including any administrative announcements I may have made.  Much of the material covered on exams is not in the text.  Hence, you are urged to attend class regularly.  It is helpful to he instructor if you keep the same seat for the entire semester.

7. Office hours or office location for the instructor may change during the semester.  Such changes will be announced in class and on Blackboard under Syllabus.  
I will be available during office hours to discuss career issues, but reserve the right to put students with class/exam issues ahead of these discussions.  I am glad to discuss either class or career topics outside of office hours by appointment.

8. DON’T BE LATE TO CLASS.  If a student is late to class, the instructor reserves the right to ask that student to leave the classroom.  Should you need to come to class late or must leave class early, please have the courtesy of letting the instructor know by e-mail or before the beginning of the period.  Enter/leave quietly so as not to disturb the other members of the class.

9. You cannot assume that all information needed for the examinations will be presented in class.  It is imperative that the textbook, assigned problems and other assigned material be read and studied.

10. You should work the assigned suggested homework problems at the end of each chapter.  These usually end up in some form on the exams.  The instructor strongly suggests that you work the assigned problems and study in groups. The instructor believes that this is the best way to learn the material presented.
Study Guide

1. You need to understand what you are studying, whether it is conceptual or analytical.  When you study, ask yourself such question as:

i) What is the purpose of this concept or formula?

ii) Why is it important?

iii) How does the author demonstrate its importance?

iv) How does it “fit” with what you have studied so far? –either in this class or in an earlier class.

2. I suggest that you read each chapter, assigned reading, or additional notes once before it is discussed in class and then read it again after the topic is covered in class.  Reading the material beforehand will greatly assist in having meaningful class discussions.  If you are having trouble with a concept or problem, see me, during regular office hours as soon as possible.

3. The assigned homework problems associated with each chapter are not to be handed in; however, it is important that you work and understand them.  Working these problems is a necessary step in preparing for the exam.  The examination problems will appear simpler for those who work the problem sets.  Reviewing the key words and the questions at the end of the chapter will also be useful in mastering the material and preparing for the examinations.
4. Relying on your calculator as a means to simply plug figures for an answer will get you into trouble.  Problems (academic and real world) do not always fit into a formula.  Also, cramming right before an exam usually results in confusion, anxiety, and a lack of the big picture.

Other Information: 

A sample class schedule is shown on the next page.  This schedule may be modified somewhat as the semester progresses as some topics take more or less time than anticipated.  Please check your e-mail and all sections of Blackboard (particularly the Course Document and Assignments sections) for updates.
Most likely, the examination dates will not be changed.  Additional assignments, additional practice problems, supplemental readings and/or additional chapters from the textbook may (and very likely will be) added or deleted at a later date.  The availability of new material and practice questions may be announced in class, but check Blackboard for new material.    The student is responsible fore checking Blackboard for new materials.
The instructor believes that exams take about 2 hours to complete.  Evening exams will start at 7:00pm and students will be allowed to take the exam until 10:00pm.  This will give you extra time review problems.  
Sample Class Schedule
	August
	26
	Wednesday
	Syllabus and Chapter 1

	
	28
	Friday
	Chapters 1 and 2

	
	31
	Monday
	Chapter 2

	September
	2
	Wednesday
	Chapter 2

	
	4
	Friday
	Chapter 2

	
	7
	Monday
	Labor Day Holiday

	
	9
	Wednesday
	Chapter 3

	
	11
	Friday
	Chapter 3

	
	14
	Monday
	Chapter 3

	
	16
	Wednesday
	Chapter 4

	
	18
	Friday
	Chapter 4

	
	21
	Monday
	Chapter 5

	
	23
	Wednesday
	Chapter 5

	
	25
	Friday
	Chapter 5

	
	28
	Monday
	Catch up and Review

	
	30
	Wednesday
	Catch up and Review

	October
	1
	Thursday
	Exam 1 - Evening

	
	2
	Friday
	No Class

	
	5
	Monday
	Writing Assignment 1 Discussion and Chapter 10

	
	7
	Wednesday
	Chapter 10

	
	9
	Friday
	Chapter 10

	
	12
	Monday
	Chapter 11

	
	14
	Wednesday
	Chapter 11

	
	16
	Friday
	Chapter 11

	
	19
	Monday
	Chapter 13

	
	21
	Wednesday
	Chapter 13

	
	23
	Friday
	Chapter 13

	
	26
	Monday
	Review and Catch up

	
	28
	Wednesday
	Review and Catch up

	
	29
	Thursday
	Exam 2 - Evening

	
	30
	Friday
	No Class

	November
	2
	Monday
	Writing Assignment 2 Discussion Chapter 15

	
	4
	Wednesday
	Chapter 15

	
	7
	Friday
	Chapter 15

	
	9
	Monday
	Chapter 16

	
	11
	Wednesday
	Chapter 16

	
	13
	Friday
	Chapter 16

	
	16
	Monday
	Chapter 16

	
	18
	Wednesday
	Chapter 17

	
	20
	Friday
	Chapter 17

	
	23
	Monday
	TBD

	
	25
	Wednesday
	TBD

	
	27
	Friday
	Thanksgiving Holiday

	
	30
	Monday
	Retirement Planning

	December
	2
	Wednesday
	Retirement Planning

	
	4
	Friday
	Catch up and Review

	As Scheduled for Finals
	
	Exam 3


1

