
School Of Business Administration 
Syllabus 
Fall 2010 
Investments and Portfolio Management (FINC321)  
Instructor

: Dr. D.K. Malhotra

Office


: T 102F, Tuttleman Hall
Web Address

: http://faculty.philau.edu/MalhotraD
Phone


: (215) 951-2813

E-mail
 

:  MalhotraD@philau.edu
Office Hours

: 9.00 a.m. - 10.30 am Mondays and Wednesdays or by appointment.

Blackboard Address:  http://bb.philau.edu/
Required Text: Investments: Analysis and Management by Charles P. Jones, Tenth Edition, published by John Wiley and Sons, ISBN # 978-0-470-04781-1
Additional Recommended Readings:

The Wall Street Journal

Barron’s 

Business Week

Course Description: This is an advanced course in finance which explores the process of comparative security valuation, principles of sound money management, the principles and the application of the concept of portfolio management.  Emphasis will be on illustrating the real life applications of the various principles of investments.  Projects and case studies will be assigned to provide a more realistic view of investments.

Course Objective: The objective of the course is to teach students the principles of investments by showing them the relationship between risk and return. The goal is to help the students gain an appreciation of what is involved in 

1. Understanding investments opportunities

2. Making investment decisions and 

3. Recognizing investment problems and methods of dealing with those problems.

Course Outcomes: At the end of the semester, student should 
· Understand meaning and measurement of investment risk and return

· Concept of a stock and bond portfolio

· Valuation of common stocks and factors that impact stock prices
· Valuation of bonds and factors that impact bond prices
· Concept of futures and options

Prerequisite: All students must have completed FINC 301/B 642.

It is the students' responsibility to make certain that they have successfully completed these courses.  If at any time during the semester it is learned that a student has not successfully completed these prerequisites, he/she will be dropped from the course receiving, neither credit nor tuition refund.

Requirements:


1. Attend class regularly.


2. Do class assignments.


3. Study class notes prior to next class and come prepared to the class to

                Participate actively in discussions.


4. Be able to take time pressure tests.

Attendance:  Attendance is mandatory.  You are responsible for what is covered in the class and any absence on your part leaves you responsible for finding out what was presented in class.  You will benefit a lot from the course by doing problems and reviewing concepts, which are covered in the class.

Grading:


Exam I



20%


Exam II


20%


Final Exam


20%


Quizzes


10%


Security Analysis Project
10%


Portfolio Management 
10%


(Group Project)


Class Participation

10%

No late work will be accepted.  No makeup exams will be given. If you miss an exam due to an unavoidable reason, the grade on the missed exam will be transferred to the final exam.  THE FINAL EXAM IS COMPULSORY AND COMPREHENSIVE.  DO NOT EXPECT ANY SCALING ON THE GRADES.

Security Analysis Project: The project must be completed and submitted to me by the due date.  There will be no extension of the deadline for submission of the project.  If you do not submit the project, you will not be assigned any grade for the course.  If you submit the project late, you will be assigned one letter grade lower than the grade on the project.  

Academic Honesty:

Students are expected to perform according to a code of academic honesty that prohibits cheating on tests and plagiarizing others’ work.  Violation of this code may result in failure of the course.

Retention of Student Exams, Papers, etc: Students’ materials will be retained for a minimum of four weeks into the subsequent semester.  
Grading Policy:

The following policy will be followed for assigning letter grades in this course.


93 and above

A


 90  -  92 
            A-


 87  -  89
            B+


 83  -  86           
B


 80  -  82           
B-


 77  -  79           
C+


 73  -  76           
C


 70  -  72           
C-


Less than 70      
F

Tentative Course Outline:

08/24
A Background for Understanding Investments (Chapter 1)



The Nature of Investments



The Importance of Studying Investments



Process of Investments
08/26
Types of Securities (Chapter 2)



Non-marketable Financial Assets



Money Market Securities



Capital Market Securities

08/31
Types of Securities (Chapter 2)



Derivative Securities



Indirect Investing (Chapter 3)

09/02
Securities Markets (Chapter 4)



The Importance of Financial Markets



The Secondary Markets

09/07
Trading of Securities (Chapter 5)



Brokerage Transactions



Mechanics of Trading



Types of Orders

Name of the company for Security Analysis Due Today
09/09
Return and Risk Concepts (Chapter 6)



Components of Return



Risk and its sources



Measurement of Risk and Return

09/14
Portfolio Theory (Chapter 7)
Concept of Expected Return and Risk

Portfolio Return and Risk

The Significance of Correlation and Covariance

09/16
Portfolio Theory (Chapter 8)



The Markowitz Model of Portfolio Selection



Implications of Portfolio Selection
09/21
Portfolio Theory (Chapter 8)



The Markowitz Model and Efficient Portfolios

09/23
EXAM I 
`



09/28
Capital Market Theory (Chapter 9)



Capital Asset Pricing Model



The Concept of Security Market Line



Estimating Beta from Security Market Line
09/30
Common Stock Valuation (Chapter 10)



Discounted Cash Flow Techniques



Dividend Discount Models



Free Cash Flow to Equity Valuation Model



The Price-Earnings Approach



Which Approach to Use?



Other Valuation Approaches

10/05
Common Stock Valuation (Chapter 10)

10/07
Common Stock: Analysis and Strategies (Chapter 11)



Managing a Portfolio of Stocks



Portfolio Management Strategies



Approaches for Analyzing and Selecting Stocks



A Framework for Fundamental Analysis

10/12
Security Analysis: Market Analysis.  (Chapter 13)



The Economy and the Stock Market



Valuing the Market



Forecasting Changes in the Market

10/14
Industry Analysis (Chapter 14)



The Industry Life Cycle



Business Cycle Analysis



Qualitative Aspects of Industry Analysis

10/19
Company Analysis (Chapter 15)



Accounting Aspects of Earnings



Analyzing a company’s profitability



Using Earnings Estimates



The P/E Ratio

10/21
Fixed Income Securities: The Basics of Bonds.  (Chapter 17)



Understanding Bonds



The Bond Market



Bond Returns and Risks

10/26
Fixed Income Securities

10/28
EXAM 2

11/02
Bond Prices and Yields (Chapter 17)



Bond Valuation

11/04
Bond Prices and Yields (Chapter 17)


Bond Price changes over time



Bond Prices Changes as a Result of Interest Rate Changes

11/09
Bond Prices and Yields (Chapter 18)


Bond Yields



Term Structure of Interest Rates

11/11
Bonds: Analysis and Strategy.  (Chapter 18)



Why buy Bonds?

Managing a Portfolio of Bonds



Bond Strategies



Building a Fixed-Income Portfolio

11/16
Options (Chapter 19)



Why Options?



Types of Options

11/18
Options (Chapter 19)

Payoffs and Profits


11/23
Options (Chapter 19)


Some Basic Option Strategies

Project Report on Security Analysis due

Power Point Presentation on Security Analysis due
12/30
Futures (Chapter 20)



Understanding Futures Markets



The Structure of Futures Market



Mechanics of Trading

Final Report on Portfolio Management Project Due

12/02
Class Presentation of Security Analysis Project

Security Analysis Assignment

FINC 321
Investments and Portfolio Management

Fall 2010
Due Date: November 23, 2010
You work as a junior analyst in the security analysis division of a major brokerage firm.  Your boss in the security analysis division has asked you to conduct a detailed analysis of a company and prepare a detailed report on undertaking investment in that company’s shares.  You should provide a recommendation, which “YOU” think, is correct and not what other "experts" think is correct.  

· You must provide the name of the company that you want to analyze by September 7, 2010.

· You may not be able to change the company for your project after the initial selection.

· You must submit the project by the due date.  If you do not submit the project by the due date, you will lose three points from the score for your project.

· If you choose not to do the project, you will receive an “F” in this course.
Your report should be organized along the following lines.

Format:

1.  Your report should start with a clear cut recommendation as to whether one should buy the shares of the company or should not invest in the shares of that company along with a summary of the reasons 

2.  Discuss each and every reason in detail.

3.  Attach a copy of all your sources of information to substantiate your arguments.

Your report should not exceed ten pages (excluding supporting documents).
Sources of Information for Stock Portfolio Management Project:

FINC 321
Investments 

Fall 2010
The Wall Street Journal

Barron’s Guide
Moody’s Investor Services

Standard and Poor’s Stock Reports

Value Line Investor Services

Business Week
Stock Portfolio Management

One Million Dollar Philadelphia University Chair of Investments

Objective:

The objective of this $1 million portfolio is to be able to attract a senior faculty member with research and teaching expertise in the area of investments.  Specifically, the fund must provide a $10,000 salary supplement, $10,000 secretarial assistant, and $5,000 travel budget per year.  The fund also requires preservation of initial capital.

Ground Rules:

1. Your portfolio shall not include more than 20 percent investment in bonds.

2. You are responsible for keeping track of all buying and selling.  You may find it beneficial to store this information on a spreadsheet.

3. Assume $20 transaction fee charged for both buying and selling for bonds and stocks per trade.  Assume no trading costs for U.S. Treasury bills.

4. Idle cash earns 0.5 percent per annum (compounded daily, 365 days a year).

5. You must work independently.

6. Take over managing this portfolio on August 30, 2010.

7. Your first report on the initial portfolio is due on September 1, 2010, mid-term progress report is due after every two weeks and the final report is due on December 1, 2010.  When you submit your report, you must submit a photocopy of the material that used in your report.

8. You may not trade on margin or short sell.

