  

	 

	 

FIN 6517  Advanced Investments   

Fridays, 5:00 to 10:00 pm – Pines Campus
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GENERAL INFORMATION
 

Instructor:  Joel Barber
Phone:  305-348-2027
Office:  RB 205
Fax:  348-4245
Office Hours:  Mondays 10 am  to noon
Link to professor's site: http://www.fiu.edu\~barberj 
E-mail:  barberj@fiu.edu
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COURSE DESCRIPTION

This course covers recent advances in structured finance and portfolio management. Prior to 1980s, the debt market consisted mainly of corporate and government bonds with simple cash flow patterns. Since then, the cash flow structures of bonds and other fixed income investments have become increasing complex. Examples include mortgage-backed securities, collateralized mortgage obligations, catastrophe bonds, and swaps. These securities constitute a large and important part of the capital market. Because of the increased complexity and importance of the debt market, financial analysts must understand sophisticated techniques used to analyze and value fixed income securities. 

The second part of the course covers practical application of the techniques and theories developed in earlier finance courses to portfolio management and recent advances in the field. In particular, we will examine asset allocation models, structural risk models, active portfolio strategies, style analysis, and strategic and tactical allocation strategies. Students will learn how to used the Barra Aegis System to evaluate portfolio performance and design optimal portfolios.
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COURSE OBJECTIVES
Students will be able to

Understand different types of structured finance products:

interest rate swaps

currency swaps

default swaps

mortgage backed securities

collateralized mortgage obligations

collateralized debt obligations

synthetic collateralized debt obligation

Describe cash flow patterns of each type

Design strategies to manage financial risk

Understand asset allocation, structural risk models, and style analysis

Understand passive, active, strategic, and tactical allocation strategies

Use Barra Aegis System to evaluate portfolio performance and design optimal portfolios
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TEXTBOOK
Bond Markets, Analysis, and Strategies, 7th edition
Frank J. Fabozzi
Prentice Hall, 2007 
ISBN-10:0-13-607897-4
I will provide additional readings.
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TEACHING METHODOLOGY

Students should prepare for class by reading assigned articles, reviewing class notes, and working assigned problems. The class will consist of a discussion followed by a lecture. The first part of class will be devoted to answering students’ questions and helping students with homework problems. To benefit from the class discussion, students should work, or at least attempt, all assigned problems. The class is fast moving and so you must keep up. The second part of the class will consist of a lecture on new material
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COURSE PREREQUISITES

FIN 6538 – Financial Futures and Fixed Income
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COMMUNICATING WITH THE INSTRUCTOR
I encourage students to ask questions during class, meet with me after class, and during my office hours.
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GRADING
Course Requirements
Weights
Midterm

30%

Cases
60%
Class Participation

10%

Total 

100% 

Letter Grade
Range
Letter Grade
Range
Letter Grade
Range
   A

95-100%

   B-

80-83

   D+

67-69

   A-

90-94

   C+

77-79

   D

64-66

   B+

87-89

   C

74-76

   D-

60-63

   B

84-86

   C-

70-73

   F

<60
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ASSURANCE OF LEARNING
As a college, we care about the quality of the business education we are providing you.  More on the College’s commitment to Assurance of Learning can be found at the following link: 

http://businessonline.fiu.edu/course_addons/Learning_Commitment.pdf
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QUIZ
Problems and short essay  
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DISABILITY NOTICE
If you have a disability and need assistance, please contact the Disability Resource Center (University Park : GC190; 305-348-3532) (North Campus: WUC139, 305-919-5345). Upon contact, the Disability Resource Center will review your request and contact your professors or other personnel to make arrangements for appropriate modification and/or assistance.
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RELIGIOUS HOLIDAYS
The University's policy on religious holy days as stated in the University Catalog and Student Handbook will be followed in this class. Any student may request to be excused from class to observe a religious holy day of his or her faith. 

fgfgfgf
RULES, POLICIES, and ACADEMIC MISCONDUCT
Assignments from the text and other resources are listed below for each class session. Students are expected to be pace their learning according to the posted course assignments. 

It is expected that interactive learning and teaching will enrich the learning experience of all students, and that each student will work in partnership with the professor to create a positive learning experience for all. Student engagement is a necessary condition for an effective learning experience, and includes contributions to debate and discussion (if any), positive interactive learning with others, and an enthusiastic attitude towards inquiry. Everyone is expected to be a positive contributor to the class learning community, and students are expected to share the responsibility of teaching each other. 


Statement of Understanding between Professor and Student

Every student must respect the right of all to have an equitable opportunity to learn and honestly demonstrate the quality of their learning. Therefore, all students must adhere to a standard of academic conduct, demonstrating respect for themselves, their fellow students, and the educational mission of the University. As a student in the College of Business taking this class:

 

· I will not represent someone else’s work as my own 

· I will not cheat, nor will I aid in another’s cheating 

· I will be honest in my academic endeavors 

· I understand that if I am found responsible for academic misconduct, I will be subject to the academic misconduct procedures and sanctions as outlined in the Student Handbook

 

Failure to adhere to the guidelines stated above may result in one of the following:
Expulsion: Permanent separation of the student from the University, preventing readmission to the institution. This sanction shall be recorded on the student's transcript.
Suspension: Temporary separation of the student from the University for a specific period of time.

Additionally the following two documents should be used by every student in business classes that require individual or group written assignments: 

· Certification of Authorship Assignment Cover Page (Individual) 

· Certification of Authorship Assignment Cover Page (Groups)


For details on the policy and procedure go to ACADEMIC MISCONDUCT. (Section 2.44)


NOTE: Intensive Auditing of the course will be conducted to prevent academic misconduct. 
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EXPECTATION OF THIS COURSE
I expect students will master material listed under Course Objectives.
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COURSE CALENDAR

Date
Topic
Assignment
Class #1

Advanced Fixed Income: 

         1. Review key concepts

         2. Swaps 
Read Hull Chapter 6; work problems 6.1, 6.3, 6.8, 6.11, 6.14, and 6.15
Class #2

         3. Default swaps 

         4. Collateralized debt obligations         

         5. Synthetic CDOs

Read Fabozzi Chapter 16 Handouts and online notes

Class #3

Advanced Portfolio Management:

         1. Key concepts

Mean-Variance Analysis

Efficient portfolio

Factor models

Equilibrium models

Read handouts and online notes

Class #4

             Midterm Exam
Class #5

         2. Active Portfolio Analysis

         3. Structural Factor Models  
Read Grinold and Kahn, Chapters 2 and 3
Class #6

          
         4. Introduction to Barra  

Barra on Campus PDF (available from my website)
Class #7

           5. Asset Allocation 

           6. Style Analysis  
Sharpe

Christopherson and Williams

Class #8

           Final Case (done in class)
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ADDITIONAL INFORMATION

At this time, the professor has not requested the insertion of any information into this section. Please contact the professor directly if you have any questions.
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