Investments
2010
INSTRUCTOR:
Professor Guojun Wu
E-MAIL:

gwu2@uh.edu
PHONE:

15021250827

COURSE MATERIALS:
Recommended: 
· “Investments”, by Bodie, Kane, and Marcus (BKM), 7th or later edition, McGraw-Hill/Irwin. 
· Class notes, cases and readings (TBD)
COURSE DESCRIPTION: 
This is a comprehensive course on investments. It covers portfolio analysis, asset pricing models, and investment strategies; it also covers the term structure of interest rates, Treasury securities, strips, swaps, mortgage backed securities, CMOs, and other fixed income derivatives. It uses both the lecture and the case method of instruction to develop a practical understanding of some of the more important financial instruments and markets.  Security valuation and management of investment strategies are major themes present throughout the course.  A fundamental objective of the course is to enable students to gain a robust familiarity with approaches that can be adapted to analysis of broad classes of financial assets and markets.  Such skills are indispensable to investment analysis in an economic environment characterized by an unprecedented amount of financial innovation, both in the creation of new securities and in the development and evolution of financial institutions.

CASES
There are cases in the course. You are expected to form groups of three or four members. In order to deal fairly with evaluation problems, every group member will be required to submit a participation grade for every other member at the final quiz (on a scale of 1 to 10).

The written case report is due at the beginning of the assigned class period. No late submissions will be accepted. The analysis should consist of specific and concise responses to the case questions, supported by tables or quantitative analysis as required. For each case, one group will be assigned to present their analyses in class. The presentation itself will not be graded. You are encouraged to email the presentation slides to me a day before the discussion.
CLASS PARTICIPATION:
Your active participation is required throughout the term.  I recommend that you do the readings prior to each class and be prepared for cold callings.  The quality of your class participation matters more than the quantity.

QUIZ
There will be one quiz in the course. It will be open book, open notes. A calculator is required.
GRADE          
Your grade will be determined according to the following weighting scheme:
Class Participation

20%                  

Assignment


30%     
Quiz



50%
COURSE OUTLINE:

Course content subject to change by the professor
FIRST HALF
Introduction, Markets and Instruments

Market Structure, Trading, and Asset Returns

Readings:
Dimension Fund Advisors, 2002 [HBS: 9-203-026]
Portfolio Diversification and Capital Allocation

Construction of Optimal Portfolios

CASE: Ontario Teachers’ Pension Plan Board: The Asset Allocation Decision

CAPM and Asset Allocation Models

Arbitrage Pricing Theory and Factor Models

Forwards, Futures, and Equity Swaps

SECOND HALF
Introduction to bond markets and U.S. Treasury securities

Basics of bond prices and yields

CASE: Arbitrage in the Government Bond Market?
Term structure of interest rates

Floating rate notes and interest rate swaps

Mortgages and mortgage pass-throughs

Collateralized mortgage obligations and asset-backed securities

QUIZ (in class)

