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MISSISSIPPI VALLEY STATE UNIVERSITY

BA633 (Investment Strategy: 3 credit hours) Course Syllabus 

Fall 2018
Days, Time and Location of Class Meeting: Online 
Instructor
: Dr. Jay Kim

Office

: Room 308 Business Education Building
Phone

: (662) 254-8365
E-mail

: Blackboard
Office Hours
: Tuesdays 3:30-4:30 p.m., Wednesdays 8:30 – 11:30 a.m., 2:00 – 4:00 p.m., Thursdays 8:30 – 11:30 a.m., 3:30-4:30 p.m..  I am also happy to schedule appointments at mutually convenient times during weekdays. Contact me via e-mails to schedule.  

COURSE MATERIALS: 

(1)  Recommended: Robert A. Strong, Portfolio Construction, Management, & Protection, 7th edition, 2015, South-Western Publishing: ISBN 978-0-07-786136-6

(2)  Handouts provided in class by instructor.

(3)  Articles from the Wall Street Journal and the Internet (suggested)

COURSE PREREQUISITE : BA 624 (Financial Management)
DESCRIPTION OF THE COURSE

This course is a graduate level study of concepts and theories that form the basis of investment analysis and portfolio management.  Topics include valuation of financial instruments, risk-return analysis, optimal-portfolio selection in efficient financial markets.  This course will focus on stocks and bonds, with a shorter treatment of financial derivatives (options, futures, and swaps).  
GENERAL METHODOLOGY USED IN CONDUCTING THE COURSE


This is a lecture and case course with evaluation conducted by examinations, case analysis papers, and class participation.  

EXPECTED STUDENT LEARNING OUTCOMES
Upon completing this course students should be able to:  

(1) demonstrate how to apply different security valuation models such as the dividend discount model and CAPM (Capital Asset Pricing Model),

(2) apply statistical tools such as mean return, standard deviation, covariance, correlation coefficient to the modern  portfolio theory,

(3) examine the modern portfolio theory by simulation of a portfolio of stocks, bonds, and other financial instruments using up-to-date information including how to use derivative securities as asset allocation tools.

EVALUATION AND GRADE DETERMINATION
Test I
 





20 percent

Test II
 





20

Final Exam 





20 

Stock Portfolio Assignment



30

Blackboard Class Participation


10  


Total





          100 percent

Grading standard will be:


A
90-100%
B
80-89
C
70-79
D
60-69
F
Below 60

DISABILITIES STATEMENT

Mississippi Valley State University is committed to providing reasonable accommodations for students with a documented disability. If you feel you are eligible to receive accommodations for a covered disability (medical, physical, psychiatric, learning, vision, hearing, etc.) and would like to request it for this course, you must be registered with the Services for Students with Disabilities (SSD) program administered by University College. It is recommended that you visit the Disabilities Office located inside the EMAP Computer Lab in the Technical Education (IT) Building to register for the program at the beginning of each semester. If you are determined to be eligible after your confidential consultation, you will be provided with a Memo of Accommodations that must be submitted to each of your instructors.  For more information or to schedule an appointment, please contact Mr. Billy Benson, Jr. via phone or email at 662-254-3005 or billy.benson@mvsu.edu.

TENTATIVE COURSE OUTLINE

	Weeks
	Chapter(s)
	Topics

	1  to 4
	1,2,3,4,5,6,7
	Course Introduction, Financial Assets and Security Markets, Review of Time-Value-of-Money Mathematics, The Modern Portfolio Theory: Risk and Return, Efficient Frontier, Minimum Variance Portfolio

	5 
	Midterm I
	

	6 to 9
	8,9,10,11
	Stock splits, Stock quotes from the Wall Street Journal and the Internet, Calculating the DJIA and S&P 500 Index, Efficient Market Hypothesis (EMH), anomalies, Value Line and S&P Common Stock Rankings, CAPM(Capital Asset Pricing Model), SML(Security Market Line)

	10 
	Midterm II
	

	11 to 15 
	9,10,11,

12,13,14,17,

18,21
	Continued

Bond Market: Federal Debt, Bond Valuation, Duration, Yield Curve, Expectations Hypothesis, Investing in Real Assets, Investment Strategies

Derivatives (Futures, Options, Swaps)

	16 
	Final exam
	


STOCK PORTFOLIO PROJECT (Exploring Modern Portfolio Theory: Putting Your Eggs in Different Baskets)
Strategies and Rules
Create two stock portfolios, denoted A and B, each of which consists of ten (10) individual common stocks.  Assume that each stock is equally weighted in each portfolio.  Stocks in portfolio A must be from the same industry (at least the first two digits of each company’s SIC (Standard Industrial Classification) code must be the same) and stocks in portfolio B must be from ten different industries.  In total, you have to choose 20 (or 19. if you include one of portfolio A’s stocks in portfolio B) different individual stocks.
The test period is 572 weeks (11 years).  That is, for each selected stock, you should obtain weekly closing prices for the period of January 2005 to December 2015.  Prices should be adjusted for stock splits and cash dividends.  Assume that the percentage return on each stock is lognormally distributed.  You also need the weekly closing values of the S&P 500 index for the same period.

Preparation of Stock Portfolio Assignment (The final report is due Friday, April 29)
1.   (1) Calculate each stock’s annualized mean and standard deviation of percentage return for the period of January 2005 to December 2014.
(2) Calculate each portfolio’s annualized mean and standard deviation of percentage return for the period of January 2005 to December 2014.

(3) Calculate S&P 500’s annualized mean and standard deviation of percentage return for the period of January 2005 to December 2014.
2.  (1) Plot each stock’s and the S&P500’s quarterly (last week of March, June, September, and December) closing prices.

     (2) Do the same plots with returns.

     (3) Do the same plots (in (1) and (2)) with your portfolios.

     (4) Explain what exactly happened to your individual stocks and portfolios during the test period.

3.    With your percentage return data, build the variance-covariance matrix for the ten individual stocks in both portfolio A and portfolio B, respectively.  Also build the correlation-coefficient matrix for the stocks in each portfolio.  Compare portfolio A’s correlation coefficient matrix with portfolio B’s.  Explain your results.
4.    Professor Harry Markowitz, corecipient of the 1990 Nobel Prize in Economics, wrote the following:

A portfolio with sixty different railway securities, for example, would not be as well diversified as the same size portfolio with some railroad, some public utility, mining, various sort of manufacturing, etc.

      Was this true for your portfolios A and B?  Explain.

5.  Calculate each stock’s beta coefficient by running a simple regression.  

6. (Ex ante rate of return) Calculate each stock’s (and each portfolio’s) expected rate of return as of Monday, January 5, 2015 using Capital Asset Pricing Model.  Use the annualized mean return on S&P 500 (obtained in 1-(3)) as the expected rate of return on the market portfolio.  Use the average of bid and asked yields on 30-year U.S. Treasury-bonds quoted as of January 5, 2015 as risk-free rate of interest.

7. (Ex post  rate of return) Calculate each stock’s (also each portfolio’s) annualized mean and standard deviation of percentage return for the period of January 2008 to December 2012 (52 weeks’ data).
8.  Compare each stock’s (also each portfolio’s) ex ante rate of return by CAPM with the stock’s ex post  rate of return for the period of year 2015.  What are the pros and cons of CAPM?
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