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Introduction to Investment (FIN 340)PRIVATE 


Course Syllabus


Fall 2010 (Dr. Lai)

Office:
SGMH 5198


Class: SGMH2201. MW: 10:00-11:15 AM
Office Phone: 3855


Office Hours: W 11:30-12:00PM, M 4:30-5:30PM,& Appointments    
E-mail: tylai@fullerton.edu

Website:  http://business.fullerton.edu/finance/tylai
I.  Course Objectives:

To understand how people make their investment decisions. This requires a blend of theory and critical analysis including a consideration of the capital markets (domestic and global), financial statement analyses, basic valuation models, and technical analysis.

II.  Prerequisite:

Business Finance (Fin 320)

III. Textbook:

Zvi Bodie, Alex Kane, & Alan J. Marcus: Essentials Investments, 8th Edition, McGraw Hill Irwin, 2010.

IV. Recommended Readings (Optional): 

Wall Street Journal, BusinessWeek, Fortune, Investor’s Business Daily, & Company news on the internet.

V. Course Format:

Class format is lecture and/or discussion of the assigned readings (problems). Reading and problems are to be done prior to the class. My lecture notes and solution manual can be downloaded from my website: http://business.fullerton.edu/finance/tylai. 

VI.  Grade: Grades will be determined using the plus/minus system.
    





 % 

Approximate dates


Exam 1



20% 


9/22 W  


Exam 2



20% 


10/27 W 


Final
             


35% 


12/13 W 12:00-1:50PM


Project (Simulation)


15%

 


Class Participation & Homework
10%


Grades will be assigned by the point cutoffs listed below.  

     Grading Scale



Grade


     Point Cutoff
 
A+ 



98–100
 
A



94–97

 
A–



90–93

B+



88–89

B



84–87

B–



80–83

C+



73–79
 
C



66–72
 
C–



60–65
 
D+



58–59

D



54–57

D–



50–53

F



0-49


Or a curve depending on which is most advantageous to the majority of students at the end of the semester. I reserve the right of how to curve (only if there is a curve).


Note that (i) exams are noncumulative, (ii) no make-up exams will be given under any circumstances, all students must take the exams as scheduled; any missed exam garners a grade of zero, (iii) if the exam is missed under the non-controllable condition (e.g., hospitalization), the final exam’s score will be double counted, (iv) exams will be similar to the assigned homework problems or examples used in class, and (v) I reserve the right to make any changes appropriate for the administration and evaluation of the class.

     Project: Investment Simulation

Course Objectives

1.
Become familiar with the financial pages of the WSJ.


2.
Select a portfolio of securities (e.g., growth, value, cyclical, and income stocks etc).


3.
Track the performance of the selected portfolio, mutual funds, bonds and the stock market over a period of time.

  
4. 
Observe the speculation and effects of diversification.


Implementation

Use Excel to record all transactions including price/share, number of shares, date, transaction types (buy or sell, short sell, cash or margin), total amount of transactions (separating transaction fee $15/transaction and total value). Initial funding for each account is $1,000,000. Of that amount, $100,000 must be invested in a mutual fund. The purchase of a mutual fund will allow you to compare the volatility and performance of your portfolio to a professionally managed selection of securities (i.e., that mutual fund). In addition, $100,000 must be invested in corporate bonds (represents as a mild chick investor).  The remaining funds will be used for portfolio development. The portfolio will consist of securities (stocks, bonds, options, futures, and commodities) selected from NYSE/AMEX/OTC. The first $100,000 of unused funds earns interest at an annual rate of 1% compound daily.


You must identify two securities which would represent your "single egg" investment. One security must be chosen by technical and the other by fundamental. Two "Single egg", a mutual fund, and a corporate bond must be kept and are not allowed to be traded during the whole semester.  There is no requirement for equal dollar investment or shares in portfolio securities.


Assumptions

The price of each security is determined at the close of each trading day as reported in the WSJ. Odd lot or fractional shares may be purchased. Taxes do not apply. Securities may be bought and sold and the transaction cost is charged at $10 for each transaction.


Requirements

1. 
Execute orders and record your transaction in Excel.


2. 
Track daily price and value of stock portfolio, two single eggs, mutual fund, and bond holdings.


3.
Track daily price/share of individual securities (included two single egg, mutual fund, bond) and determine the value of the stock portfolio. (The portfolio includes stocks, bonds, options, warrants and cash. The required non-tradable of mutual fund and bond are excluded). Track two moving average curves for your two single eggs.  


4. 
Track daily and two moving average curves (50-day and 200-day) of the S&P 500 index and track daily interest rate (i.e., Three months T-Bill rate, see http://www.investinginbonds.com) from WSJ. 


5. 
Compute the yield curves on 9/7 and on 11/13.

6.
Each group’s leader weekly E-mail Excel record to me before Monday.


7.
Active (i.e. aggressive) management (i.e. trading) is a necessary condition to earn a good project performance.    


Written Report must contain the following:


1.  Title page: Your name(s), group number (underline the group leader’s name), course number, term and date, and instructor's name.


2. Introduction (1-2 pages): Briefly describe your project's purpose, stock selection method(s), portfolio's risk and return, and what you learn from the project.


3. Stock selection methods (2-3 pages): Discuss a detailed information for fundamental  (or justifying for technical analysis) for the "single egg" selection. For example, for fundamental, the information must include (not limit to) its (expected) earning, beta (from Value line Investment Survey or internet e.g., http://moneycentral.msn.com/investor/home.asp (see p.433 WEB Master)), P/E ratio, debt/equity ratio, sale/total asset ratio, net income/sale ratio (all ratios should compare to the whole industry average, last year ratios) dividend yield, value line rating, growth rate of sale and net incomes (vs., the average of industry), and business (or industry). For technical, discuss the trading points, such as because RSI (relative strength index) of the stock is 20, which in the low-end of oversold area of (20-30), so it is buying signal (see http://www.IQCchart.com website, stock charts 101-technical indicators)).  Discuss the bond rating and duration, and yield to maturity at purchasing date of the bond. (Website information for bond calculations see chapter 13, p.433). Stock's historical prices, company's news and current stock quotes also can be retrieved from the on-line service of Dow Jones News Retrievals in the library, or http://finance.yahoo.com/, http://biz.yahoo.com/r/). Plus other factors considered for stock selections.


4. Analysis (4-5 pages): 



a.
Calculate rate of return, standard deviation, and reward-to-variability, and beta (see. P.119 for R & σ, p.121 for R-t-V, 137-138, p. 163 for beta) of portfolio, two “single egg”, mutual funds and bonds. Display the results in a table.



b. 
Graph the return and risk (standard deviation) of mutual fund, portfolio and "single egg" investment.



c. 
Discuss and compare the reward-to-variability, standard deviation and return among your portfolio, mutual fund, bond, and "single egg". Compare their mean returns and standard deviations among them (e.g., compare the mean return and standard deviations of two single eggs and your portfolio).



d. 
Comment on the speculation, the effect of diversification, and risk-return trade-off.



e.
Comment on the relationship between the performance of your single eggs, portfolio, mutual fund and their fundamental characteristics such as their expected earnings, betas, P/E ratios, dividend yields, value line rating etc..


5. Conclusion (1 page): Summarize what you found and learned from this project.


6. Appendices: (included confirmed weekly E-mail records (the group leader responsibility))



* The sources of information (e.g., price quoted) and value figures described in the Requirements section above).


7. References


Your term paper should not exceed 12 typed pages( Laser print), double spaced and 1 inch margin on all sides.  It is due on 12/6 before the class. A presentation is scheduled for the last week of the semester. Everyone must present and participate.


Tentative Schedule

8/23-9/6
Open a file from Excel with to make transaction.


9/6

All transaction reset to starting condition.
 No transactions permitted.


9/7

First purchase must be made on  9/7.


9/7-11/13
Buy/Sell/Monitor Investment.
 Close all position on 11/13.
VII.
Homework
I will assign homework during the class sessions. Homework must be handwritten (to enhance your understanding) and must be submitted on the due date before the class.  No late submissions of homework will be accepted or credited.  If you expect to miss class, obtain the homework assignment from your classmates and submit either to my office or Department of Finance before the class. You are responsible to keep your HW at least two months after the final exam. 
VIII.  Academic Dishonesty Policy:

Plagiarism and cheating are serious offenses and may be punished by failure in the course and may result in expulsion from the university. For more information, please refer to the University's policy on Academic Dishonesty in the school catalog.


Academic Dishonesty- The Department of Finance requires that students engaging in academic dishonesty receive a grade of F and be reported to the VP of Student Affairs for possible additional discipline. Academic dishonesty occurs whenever a student attempts to take credit for work that is not his/her own or violates test-taking rules. Examples of academic dishonesty when taking tests are: look at the work of other students, pass answers among students or use unauthorized notes or cheat sheets for exams. Examples of academic dishonesty on out-of-class projects include submitting the work of others or quoting directly from published material without footnoting the source. If you have any questions about the proper use of outside sources, please consult with your instructor.


To keep the exam running smoothly, during the last 10 minutes of exam students are required to turn their papers and/or scantron (882-E) over on the desk and leave the classroom quietly. 

IX. Withdrawal Policy:

If you intend to drop the class, you must formally drop prior to the deadline in the Fall 2010 Schedule (see the withdrawal policy of CSUF)
X.  Attendance and Class Participation:

Attendance will be checked occasionally. You are responsible for all information covered in class. If you miss class, obtain the information missed from your classmate. To enhance your understanding, you should read the assigned material beforehand.

XI.  Course Outline:


It is easy to get behind in this class. You should read through the chapters prior to class. This will help your understanding of the concepts as they are discussed. Reread the material after class. The following outline is the order of study (the instructor reserves the right to change his outline when he desires).

A. Elements of Investment


week 1

Background & Issues; Ch 1, Basic Technical(P.271-277) and Fundamental Analysis (P.234,363,Chapter 13)


week 2

Financial Securities, Market Index; Ch 2   


week 3

Securities Markets, Margin; Ch. 3


week 4

Mutual Funds; Ch 4

 B. Risk Managements


week 5

Review & Exam. 1 


week 6

Return and Risk; Ch. 5


week 7

Efficient Diversification, Portfolio Ch 6


week 8

Capital Asset Pricing Theory; APT; Ch. 7


week 9

Efficient Market; Ch.8


week 10
Review & Exam. 2

week 11
 Bond Prices & Yields; Ch. 10
   C. Debt Securities


week 12
 Managing Bond Portfolio; Ch 11  

week 13
 Equity Valuation; Ch13

   E. Security Analysis


week 14
Thanksgiving


week 15
Financial Statement Analysis; Ch. 14


week 16
Presentation


week 17 
Final exam!!.

XII. Tentative Homework Assignments*: All Concept Checks from each Chapter*


Chapters
Problems(Recommended)



  1

   7,8,9,14

  



  2

   12,13,15,18,19,22



  3

   13-16,21,CFA 1,3



  4

   11-17,22,24,25



  5

   5,6, 12,13,18,19, CFA 1






  6

   3,12,14,19,20






  7

   4,6,8,17-21,23,24,28,29,CFA 10-12,14






  8

   1,6,7,10-12,16,18,CFA 3,6  




 10

   7,8,13,15,18,20,30,38-40,42,CFA 1,5



 11

   8,10-13,16,17,24-27,CFA 1,2,8-10





 13

   10,11,13-16,19,CFA 1,4



 14

   1,8-11, CFA 5 


* I reserve the right to add (delete) additional questions or assignments as needed.

XIII. Mihaylo College of Business and Economics Assessment Statement


The main purpose of the degree program at the Mihaylo College of Business & Economics (College) at Cal State Fullerton is to provide you with the knowledge and skills that prepare you for a successful career in business. In order to assist us in achieving this goal, we will use a number of assessment tools to track your progress throughout the College curriculum. Please expect to participate in College assessment activities in several of your courses while at CSU, Fullerton. As you do so, you will assist us in identifying our program’s strengths and weaknesses as well as areas for potential improvement. In other words, you are making an important investment in the value of your degree. 
    � You are encouraged to make all types of transactions to be familiar with investment strategies, operations, risk and return.


    � All transactions executed prior to this date will be removed from the account. The account will be open with initial starting conditions.


    � Not all funds must be committed by this date but at least you must purchase two "single egg", one mutual fund, one bond, and one stock on this date.


    � Securities may be sold and the proceeds reinvested or held in cash. Dividend paid on securities held on the day of record may be posted. Coupons on bonds held on the day of coupon payment date may be posted.





