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1. COURSE DESCRIPTIÒN  

 The purpose of this course is to introduce the student in the world of Financial Instruments and Markets. The course describes the changes of the financial markets in the previous decades, and the wide array of financial securities available today for investing, operations, and controlling various types of risk. Emphasis will be placed on the practical implications of recent innovations in financial institutions: banks, insurance companies, trust and mortgage loan companies, investment banks, credit unions and pension funds.    

2. OBJECTIVES
To obtain a general understanding of:

1. Depository Institutions.

2. Non-Depository Financial institutions

3. Organization and Market Structure 

4. Markets for Government Debt

5. Markets for Corporate Securities

6. Mortgage and Securitized Asset Markets

7. Markets for Derivative Securities

3. GENERAL METHODOLOGY
Classes will be conducted by giving Lectures and using the Socratic method of questions and answers.  

Before the daily Lecture, in every class a small review session will be conducted by the instructor. The student participation will be graded by the instructor. 

Read the material before coming to class. 

Workshops and Homeworks must be turned in on time, (NO excuses for late assignments). 

Assignments MUST be done using MS EXCEL and WORD. NO handwritten work will be accepted. 

Students are allowed to work with pencils, but NO complains will be accepted afterwards.

Students are expected to review class problems and end of the chapter exercises.
4. CLASS SCHEDULE AND WORKLOAD BREAKDOWN
	DATE
	CONTENT
	HOMEWORK (96 HRS.)
	EVALUATION
	COMPETENCIES

	
	Subject(s) to be covered
	Assignment & number of allotted hours-specify pages
	How assignment will be evaluated
	

	Jan 8
	Chapter 1. Introduction to Financial Institutions.

Financial Assets. 

Financial Markets. Globalization of Financial Markets. Derivative Markets. 
	Studying. (pages: 1-13).               13 pages
	Class Discussion
	To describe the various markets for financial securities

	Jan 9
	Chapter 2. Financial Intermediaries and Financial Innovation.

Role of Financial Intermediaries. Overview of Asset/ Liability Management for Financial Institutions. Financial Innovation. Asset Securitization as a Financial Innovation. 
	Studying. (pages:17-31) 15 pages
	Class Discussion / Reading Control 
	Be able to explain the role of each party in the most common financial transactions

	Jan 10 
	Chapter 4. Depository Institutions: Activities & Characteristics. 

Asset/Liability Problem of Depository Institution

Commercial Banks. Savings & Loans Institutions.

Savings Banks. Credit Union. 

Part I.
	Studying. (pages: 52-78) 27 pages
	Class Discussion / Reading Control
	Recognize the warning signs of financial firms

	Jan 11
	Chapter 4. Depository Institutions: Activities & Characteristics. 

Part II. 
	Studying. (pages: 52-78) 
	Class Discussion / Reading Control
	Identify the methods of protecting financial investments

	Jan 15
	Chapter 7. Insurance Companies.

Fundamental Characteristics of the insurance industry. 

Life Insurance Companies. Property and Casualty Insurance Companies. Financial Trends in the International Insurance Companies. (pages: 122-135)
	Studying. (pages: 122-135) 14 pages 
	Class Discussion / Reading Control
	To Calculate the Fair Premium

	Jan 16
	Workshop
	Cases & Problems. 32 pages
	Class work, Problems & Discussion  
	

	Jan 17
	Chapter 8. Investment Companies.

Types of Investment Companies. Structure and expenses of a fund. Types of funds by Investment objective. Economic motivations for funds. Regulations of funds.

Commercial Banks & Mutual Funds. The concept of a Family of funds. Industry concentration. Mutual Funds in Other Economies. 
	Studying.  (pages: 139-156) 18 pages.
	Class Discussion / Reading Control. Homework.
	To contrast the various financial intermediaries and the products/services they market

	Jan 18
	Chapter 9. Pension Funds.

Introduction to Pension Plans. Types of Pension Plans. Investment. Regulation.  Managers of Pension Funds. Pension Funds in other countries. 
	Studying. (pages: 159-169) 11 pages
	Class Discussion / Reading Control.


	To Analyze the purpose of pension funds

	Jan 22
	Chapter 10. Properties & Pricing of Financial Assets

Properties of Financial Assets. Principals of pricing of Financial Assets. Price Volatility of Financial Assets. 
	Studying. (pages: 173-192)  20 Pages 
	Class Discussion / Reading Control. Quiz.
	To analyze and prioritize the various properties of common financial instruments

	Jan 23
	Chapter 6.  Pricing Fixed-income Securities. Bonds & Duration. Problems.
	Studying. (pages 217 – 242) 26 pages.  
	Problem solving 
	To analyze and prioritize the various properties of common financial instruments

	Jan 24
	Chapter 14. Primary Markets and the Underwriting of Securities.

The Traditional Process for Issuing New Securities. 

Investment Bankers. Regulation of Primary Markets.

Variations in the underwriting process. Private placement of Securities.  
	Studying. (pages: 271-284) 14 pages
	Class Discussion / Reading Control.   
	To evaluate the financial returns offered on investment banking products

	Jan 25
	Chapter 14. Primary Markets and the Underwriting of Securities.

Part II  
	
	Class Discussion / Reading Control
	To determine the roles of the many institutions in the financial services industry

	Jan 29
	Chapter 15. Secondary Markets.

Functions of Secondary Markets. Trading Locations. 

Market Structures. Perfect Markets. Role of Brokers and Dealers in Real markets. Market Efficiency. 
	Studying. (pages: 288-296) 9 pages
	Class Discussion / Reading Control
	To identify opportunities for financial investment arbitrage

	Jan 30
	Review
	
	Class Discussion 
	

	Jan 31
	MID – TERM TEST
	
	TEST
	

	Feb 1
	Chapter 16. Treasury and Agency Securities Markets.

Treasury Securities. Federal Agency Security. A look at Non U-S. Government Bond markets. 
	Studying. (pages: 300-321) 22 Pages 
	Class Discussion / Reading Control
	To explain the role of the Treasury security in the modern financial marketplace

	Feb 5
	Chapter 16. Treasury and Agency Securities Markets.

Part II. 
	Studying. 
	Class Discussion / Reading Control
	To explain the role of the Treasury security in the modern financial marketplace

	Feb 6
	Chapter 18. Common Stock Markets in the United States.

Trading Locations. Trading Arrangements for Institutional Investors. Stock Markets Indicators.

Pricing Efficiency of the Stock Market. Stock Market Crash of 1987. 
	Studying. (pages:338-360) 23 pages
	Class Discussion / Reading Control
	To examine the history and functions of the equity markets in international finance

	Feb 7 
	Chapter 13. Equity Valuation. 

Calculate the value of a firm with constant growth. Calculate value of a firm using dividend discount model. Assessment of the Risk level of companies using Betas. Additionally: Estimating the Beta of a firm. 
	Studying. (pages 408 – 441) 34 pages. 
	Theory and Problem solving. 
	To calculate the returns on a net present value  basis of various financial securities

	Feb 8  
	Chapter 20. Markets for Corporate Senior Instruments I. 

Credit Risk & the Role of Rating Companies.

Commercial Papers. Medium-Term Notes. Euronotes.

Bank Loans. 
	Studying. (pages:385-398) 14 pages
	Class Discussion / Reading Control. Homework.
	To calculate the returns on a net present value  basis of various financial securities

	Feb 12
	Chapter 22. The Market for Bank Obligations.

Types of Banks operating in the United States.

Large denominations negotiable CDs. Federal Funds. 

Banker’s Acceptance. 
	Studying. (pages:423-432) 10 pages
	Class Discussion / Reading Control
	To forecast the valuation of various bank securities

	Feb 13 
	Chapter 23. The Mortgage Market. 

What is Mortgage?. Mortgage origination. Types of mortgage design. Investment Risks. 
	Studying. (pages:435-451) 17 pages
	Class Discussion / Reading Control
	To evaluate the increasing popularity of asset securutization

	Feb 14 
	Chapter 24. Mortgage-Backed Securities Market

Development of the Secondary Mortgage Market.

Mortgage Pass-Through Securities. Collateralized Mortgage Obligations. Stripped Mortgage-Backed Securities. Yield on Mortgage-Backed Securities. 
	Studying. (pages:454-485) 32 pages
	Class Discussion / Reading Control. Quiz.


	To evaluate the increasing popularity of asset securutization

	Feb 15 
	Risk Rating Institutions in Ecuador.

Institutions and securities,  rating process, F.I. categories and ratings, Risk Central.  
	Studying. (pages: 1 - 40) 40 pages
	Class Discussion / Reading Control. 
	To evaluate the effects of dollarization in the national economy

	Feb 19
	Risk Rating Institutions in U.S.

Rating: Banks, Mutual Funds, Fixed Income Instruments, Commercial Papers, IPO’s, Securitization, Stocks. 
	Studying. (pages: 1 – 29) 29 pages
	Class Discussion / Reading Control. 
	To review and calculate the various risk management systems used to evaluate creditworthiness

	Feb 20
	Workshop
	Cases & Problems. 28 pages
	Class Discussion / Reading Control
	

	Feb 21
	Chapter 25. Asset-Backed Securities Market.

Asset-Backed Securities Insurance. Cash Flow of Asset-Backed Securities. Credit Risk. 
	Studying. (pages:488-496) 9 pages
	Class Discussion / Reading Control
	To expand the evaluation of the mortgage securities industry to non-mortgage securities

	Feb 22
	Chapter 26. Financial Futures Market

Futures Contracts. Futures vs. Forward contract. The Role of Futures in the Financial Market. U.S. Futures Financial Markets. The GAO study on Financial Derivatives. Financial Futures Markets in other countries. Forward rate agreements. 
	Studying. (pages:499-519) 21 pages
	Class Discussion / Reading Control
	To evaluate the proper use of financial derivatives in the corporate treasury

	Feb 26
	Chapter 27. Options Market.

Options Contract. Differences between Options & Futures Contract. Risk & Return Characteristics of Options. Economic Role of the Option markets. 

U.S. Options Markets. Options Markets outside the United States. Futures Options. 
	Studying. (pages:523-546) 24 pages
	Class Discussion / Reading Control
	To evaluate the proper use of financial derivatives in the corporate treasury

	Feb 27
	Chapter 30. Interest rate swap & Interest rate agreement market.

Interpreting a swap position. Role of the intermediary. Primary determinants of swaps spreads.
	Studying.  (pages 590 – 616) 27 pages.
	Class Discussion / Reading Control
	To evaluate the proper use of financial derivatives in the corporate treasury

	Feb 28
	Review
	
	
	

	Mar 1
	FINAL TEST
	
	TEST

	


Total of Pages




529 pages
5. EVALUATION
Midterm exam:  50%
   Quizzes 

20%                   Final Exam: 50%    Quizzes 

   20% 

               
   Projects

15%                                                  Projects

   15%

                                      Case studies               10%                                                 Case studies          10%

                          Class Participation  
  5%                                                  Class Participation  5%

6. CLASSROOM POLICIES
     1. Students will not be allowed after five minutes of the beginning of the class.

     2. On time homework will be graded over a 100% of the grade, one day late homework over 50%, after two days homework will receive no grade. In case of absence, homework will be due the day the student returns to class. 

     3. All students are expected to complete readings and homework before each class so that they are prepared to present and support their ideas about each day’s assignments. Readings, class discussions, presentations, projects, lectures, and written examinations (midterm and final) will be the methods used in assigning the grade earned by each student. All material covered in readings and homework assignments (including portions not discussed in class sessions) and all material covered in class discussions, case analyses, and presentations (including material not covered in readings) can be included in the written examinations. It will not be possible to pass this course unless you read all the assigned materials. Students who keep current with reading and homework will need less time to review for the written examinations. 

     4. It is your responsibility to know what is in this syllabus, to know what is communicated to the class by email, to know what is in assigned readings whether or not they are discussed in class, and to know what was discussed in all class sessions whether you attended them or not. If you are absent or inattentive, it is your responsibility to ask a classmate what you missed before attending the next class meeting. If you do not understand something, it is your responsibility to ask for clarification.

     5. This course follows the UEES attendance policy; therefore, it is possible to pass the course with a maximum of six absences but the seventh absence results in failure of the course regardless of your earned grade to date. Partial absences, including late arrivals, early departures, and leaving during class will count toward the six permitted absences.

     6. Please do not talk in class when it is not your turn to speak. I will automatically consider this inattentiveness and a disruption to the class. If you must communicate with another person during class related to the topic of class discussion or due to a rare emergency, please write the person a note to avoid making noise.

     7. Students are expected to respect the thoughts, ideas, opinions, and contributions of others and to be actively involved in all classes. Students should express disagreement respectfully.

     8. Cell phones must be silent during all class sessions. Cell phone use during class will result in immediate expulsion from the classroom for the balance of the day. During examinations, cell phones always must be silent and out of view of all students.

      9. If an examination or presentation must be missed, the student must make arrangements promptly for substitute work. The professor reserves the right not to offer a substitute. A substitute must be arranged by mutual agreement between the professor and the student and must be completed no later than the end of the last class period. Because substitute work detracts from normal class activities and/or creates unnecessary extra work for the professor, substitute work will be more demanding and/or will offer reduced points compared to work completed according to the class schedule. A substitute examination will never be the same as the scheduled examination. 

    10. Academic dishonesty is unethical, unfair to others, and robs you of valuable learning opportunities. Discovery of academic dishonesty will result in a zero for the graded activity and can result in your failing the course and being reported to the UEES administration. Examples of academic dishonesty include but are not limited to using or attempting to use another person’s work for assignments, projects, or examinations; permitting another person to use your work as their own; failing to credit quotes or ideas taken from others (Internet, publications, speeches, etc.); seeking help through a cell phone during a class or examination; using all or part of your own homework, paper, etc., for another class in this class without permission and acknowledgement; etc. If you are not sure whether something is academic dishonesty, it is your responsibility to ask the professor. 

     11.  Food or beverage in the classroom must not bother anyone in the class in any way (noise, smell, etc.) or create any mess that you do not clean up yourself.

     12. This course is to benefit the students, not the professor. If you are not getting what you need and want from this course, please let the professor know improvements you would like.
NOTE: This syllabus is subject to revision and does not represent a contact between the student and the instructor, or between the student and the University. The instructor and/or the University reserve the right to make any reasonable changes. By attending this class you have agreed to the conditions and regulations stated in this syllabus.
7. BIBLIOGRAPHY:
COURSEBOOK: Fabozzi, Modigliani, Ferri, 2002, Financial Institutions and Financial Markets, Second Edition, Prentice – Hall.
COMPLEMENTARY TEXT:  We will cover additional relevant material not supplied in the main textbooks. Therefore, handouts will be provided by the Professor
8. ADDITIONAL REQUIREMENTS
   A Financial calculator is required in every class. Familiarity with MS Excel.
9. TEACHER INFORMATION
	NAME: John F. Murray, CPA

DEGREES: B.S. Industrial Management, Purdue University;
                    MBA, University of Chicago;


        Certified Public Accountant (CPA)

EMAIL: jmurray6834@yahoo.com
PHONE: 09 594 3169


