Boston University

Administrative Science/ Finance 

MG 512 A1 Financial Markets and Institutions
Spring 2010
Course syllabus

Professor: Howard Holmes, CFA
Classes: Mondays 6:00–9:00 pm, CAS 214 (685-725 Commonwealth Ave.)
Tel.: (508) 941-5888 Office

E-mail: holmeshj@aol.com
Office hours:  By appointment and probably prior to the class meetings
Instructor:  Howard Holmes is a Registered Investment Adviser with his own practice.  This is full time business based out of Massachusetts but with clients nationally.  He teaches finance courses primarily in the area of Investments, Portfolio Management, and Derivatives.  He is a Chartered Financial Analyst (CFA) Charterholder and is a member of the CFA Institute and the Boston Security Analysts Society.

Course Description: 
Investigation and analysis of organization, structure and performance of U.S. money, capital markets.  Examines regulation of the financial industry and the role of financial instruments. 
Learning Objectives and Topics: 
· Interest rates: and how they affect valuation of financial instruments and real assets.  How IR rates change and the correlations to risk and the term structure;
· Market efficiency for fixed income and equity capital markets:  EMH theory and practice;
· Federal Reserve:  Monetary Policy and the Tools used to execute the policy.  How the monetary policy is used to affect the economy and the various asset classes (equities, fixed income other);
· Money, Fixed Income, Equity and other Markets:  Valuation concepts, relationships with one another, effects in the financial institution world;
· Financial Institutions and Conflicts of Interest:  Intermediation, Moral Hazard, Contemporary Conflicts of Interest.  capital budgeting: how investment project cash flows are estimated and adjusted for inflation and taxes and used in project evaluation;
· Financial Institutions:  Commercial and Investment Banking:  The differences, similarities, regulatory developments, risks, to the overall financial system risk and return;
· Risk Management:  Managing Credit Risk, Managing Interest Rate Risk, Introductory Financial Derivatives;
Text:  Financial Markets & Institutions, by Frederic Mishkin and Stanley, Prentice Hall, 6th edition, 2009. 
ISBN: 978-0-321-37421-9. 

The text can be found in the university bookstore. 

Please check a soon to be designated website  (www.hhria.com)  periodically prior to each class. 

Prerequisite:  MET MG 304 Principles of Finance

Grading: 

Project
20%  (presentation and short paper))

Midterm


30%

Final



35%
Other (participation, hw, etc)
15%
Total 



100%
Midterm and final exams will require: i) solving problems, similar to the ones at the end of the book’s chapters and in lecture notes, and ii) giving short qualitative answers to concept questions, and/or iii) multiple choice and true/false questions. 
Project: Everyone in the class will break up into small groups of one to three, to be approved by the professor.  The group formation deadline is the second class.  By the third class each group will select a course-related topic, to be approved also be me.  Starting the class after the midterm, groups will start giving class presentations of about 15 minutes with a Q & A session.  The second requirement is a short research paper of about five pages.  The paper is due at the end of the course but can be submitted earlier. 

End of chapter problems: As a part of your studying process, after reading the chapters assigned for a particular class, you are encouraged to work on the problems from the end of those chapters. We will work on some of those problems in the class. Please bring your books to the class so you can read those problems and participate in solving them with the instructor. These problems will help students better grasp the material and get prepared for homeworks, and exams. 

Other course policies (IMPORTANT):

1. Students are expected to attend all class sessions for the course and actively participate in discussions to earn the class participation grade. Your class participation grade will be also affected by your attendance.
2. If you miss a class, it is your responsibility to determine what you have missed (ask your classmates) including any administrative announcements instructor may have made. 

3. If you are ill and miss an exam, evidence of the illness documented by a doctor is required. You are expected to be present at the indicated time and date for the exams. 

4. Please let your instructor know if you expect to arrive late, leave early, or miss a class.

5. Please show respect for your fellow classmates by limiting extraneous discussions to outside of the classroom and turning off cell phones (or muting their ring-tones).

6. We will extensively use a computer website for documents to be posted.  More information will follow. Lecture notes, readings, and other course material as well as any class announcements, news, and information to be shared will be posted on the computer. Please visit the website course page frequently to be up to date with class developments.

Financial calculator: You will need a financial calculator for this course. It has to be able to calculate net present value (NPV), yield to maturity (YTM), internal rate of return (IRR), and similar concepts in finance. You will need the calculator for problem solving, homework, cases, and exams. Although we’ll cover several important functions of a calculator in the class, it is your responsibility to learn how to use it.
Suggested brands of calculators are:

1. Texas Instruments BA II Plus

2. Hewlett-Packard HP-10B and  HP-12C and HP-17BII+
3. Sharp EL-733A
Personally I like the HP -17BII+ the best.  However, if you are going to take a professional exam (CFA, CFP, FRM, CAIA, PRM, …) you might want to see what is acceptable and use that model.

The Wall Street Journal: You are encouraged to subscribe and read the Wall Street Journal. Reading the journal will give you an access to financial news, and will reinforce the absorption of the material in the class.

Academic Conduct Policy

The academic conduct policy is summarized below. For the full text of the academic conduct code, please go to:

http://www.bu.edu/met/metropolitan_college_people/student/resources/conduct/code.html 

Any Plagiarism will be reported to the Dean and dealt with according to the Academic Conduct Code of Metropolitan College.


Boston University makes available to all faculty the plagiarism tool “Turn It In.com.” The site contains millions of papers from around the world. When a paper is submitted to TurnItIn.com, it is analyzed and compared to other work. TurnItIn.com reports if any parts of the paper are copied from other sources without proper attribution. Specifically, TurnItIn.com will detect plagiarism.


A Definition of Plagiarism 


“The academic counterpart of the bank embezzler and of the manufacturer who mislabels products is the plagiarist: the student or scholar who leads readers to believe that what they are reading is the original work of the writer when it is not. If it could be assumed that the distinction between plagiarism and honest use of sources is perfectly clear in everyone's mind, there would be no need for the explanation that follows; merely the warning with which this definition concludes would be enough. But it is apparent that sometimes people of goodwill draw the suspicion of guilt upon themselves (and, indeed, are guilty) simply because they are not aware of the illegitimacy of certain kinds of "borrowing" and of the procedures for correct identification of materials other than those gained through independent research and reflection."
"The spectrum is a wide one. At one end there is a word-for-word copying of another's writing without enclosing the copied passage in quotation marks and identifying it in a footnote, both of which are necessary. (This includes, of course, the copying of all or any part of another student's paper.) It hardly seems possible that anyone of college age or more could do that without clear intent to deceive. At the other end there is the almost casual slipping in of a particularly apt term which one has come across in reading and which so aptly expresses one's opinion that one is tempted to make it personal property.”

“Between these poles there are degrees and degrees, but they may be roughly placed in two groups. Close to outright and blatant deceit-but more the result, perhaps, of laziness than of bad intent-is the patching together of random jottings made in the course of reading, generally without careful identification of their source, and then woven into the text, so that the result is a mosaic of other people's ideas and words, the writer's sole contribution being the cement to hold the pieces together. Indicative of more effort and, for that reason, somewhat closer to honest, though still dishonest, is the paraphrase, and abbreviated (and often skillfully prepared) restatement of someone else's analysis or conclusion, without acknowledgment that another person's text has been the basis for the recapitulation."
The above paragraphs are from H. Martin and R. Ohmann, The Logic and Rhetoric of Exposition, Revised Edition. Copyright 1963, Holt, Rinehart & Winston.
Academic Conduct Code

I. 
Philosophy of Discipline

The objective of Metropolitan College in enforcing academic rules is to promote the kind of community atmosphere in which learning can best take place. This atmosphere can be maintained only so long as every student believes that his or her academic competence is being judged fairly and that he or she will not be put at a disadvantage because of the dishonesty of someone else. Penalties imposed should be carefully determined so as to be no more or no less than required to maintain the desired atmosphere. In defining violation of this code the intent is to protect the integrity of the educational process.

II. 
Academic Misconduct

Academic misconduct is conduct by which a student misrepresents his or her academic accomplishments or impedes other students' chances of being judged fairly for their academic work. Knowingly allowing others to represent your work as theirs is as serious an offense as submitting another's work as your own.
III. 
Violations of this Code

Violations of this code are acts that constitute an attempt to be dishonest or deceptive in the performance of academic work in or out of the classroom. To alter academic records, or to collaborate with another student or students in an act of academic misconduct. Violations include but are not limited to: 

A. Cheating on examinations. Any attempt by a student to alter his or her performance on an examination in violation of that examination's stated or commonly understood ground rules.

B. Plagiarism. Any attempt by a student to represent the work of another as his or her own. Plagiarism includes each of the following: copying the answers of another student on an examination, copying or substantially restating the work of another person or persons in any oral or written work without citing the appropriate source, and collaboration with someone else in an academic endeavor without acknowledging his or her contribution (see below for a more detailed definition of plagiarism).

C. Misrepresentation or falsification of data presented for surveys, experiments, etc.

D. Theft of an examination. Stealing or otherwise discovering and/or making known to others the contents of an examination that has not yet been administered. 

E. Unauthorized conversation is not allowed during examinations. Any unauthorized conversation may be considered prima facie evidence of cheating.

F. Knowingly allowing another student to represent your work as his or her own.

G. Forgery, alteration, or knowing misuse of graded examinations, grade lists, or official University records or documents, including but not limited to transcripts, letters of recommendation, degree certificates, alteration of examinations or other work after submission.

H. Theft or destruction of examinations or papers after submission including purposefully altering possible poor performance.

I. Submitting the same work in more than one course without the consent of the instructors involved.

J. Altering or destroying another student's work or records, altering records of any kind, removing materials from libraries or offices without consent, or in any way interfering with the work of others so as to impede their academic performance.

Failure to comply with the sanctions imposed under the authority of this code.

K.   

Class schedule (tentative – subject to change), Spring 2010
	Class
	Date
	Time
	Topics and readings from the book
	Class format
	End of chapter problems

	1
	Jan 15
	6:00 pm
	Introduction to Financial Markets, Ch.1.2 


	L
	

	*
	Jan 
	
	
	
	

	2
	Feb 1

	6:00 pm
	Interest Rates and Valuation, Ch.3,4

	L, PS
	Ch.3.4,6,9   Ch4 1,2,14

	3
	Feb 8
	6:00 pm
	Term Structure and Risk and IR, Market Efficiency Ch. 5,6

	L, PS
	Ch. 5. 1,3  P 3,5

	4
	Feb 9

	6:00 pm
	Federal Reserve System (Central Bank), Ch. 7,8 

	L, PS
	Ch.7.  Q4,5  Ch 8  Q 1,9

	5
	Feb 16
Tues
	6:00 pm
	Money and Fixed Income Markets  Ch. 9 and  10

	L, PS, 
	Ch. 9 Q 1,2,5,7,14

	*
	
	
	
	
	

	6
	Feb 22

	6:00 pm
	Money and Fixed Income Markets  Ch. 9 and  10

	L, PS, 
	Ch. 10 Q 1,2,3,6,14

	7
	Mar  1

	
	Midterm Exam
	E
	

	8
	Mar  15
	6:00 pm
	Equity and other Markets Ch. 11-14 TBD, Presentations 

	L, PS
	Ch. 11 5,7,12, Ch 12 1,3  

	9
	Mar 22

	6:00 pm
	Equity and other Markets Ch. 11-14 TBD, Presentations 


	L, PS
	

	*
	Mar 
	
	Spring Break 
	
	

	10
	Mar 29
	6:00 pm
	Financial Institutions, Conflict of Interest Ch 15, 16, Presentations

	L, PS, CD
	Ch. 15 Q 1,8,6,15  Ch 16 7,9

	11
	Apr 5
	6:00 pm
	Financial Institutions  Commercial, Ch. 17, 18, Presentations

	L, PS
	Ch. 17 P1, Q8  Ch 18 3,8

	12
	Apr 12
	
	Financial Institutions  Investment  Ch 23, Present.

	L, PS
	Ch 23, TBD

	13
	April 22 Thurs
	6:00 pm
	Risk Management in Financial Institutions  Ch 24, Present.

	L, PS, CD
	Ch. 24. Q 1,2,4

	*
	
	
	
	
	

	14
	Apr 26

	6:00 pm
	Risk Management:  Hedging and Derivative applications, Ch. 25, Present.

	L, PS
	Ch. 25  TBD

	15
	Final TBD
	
	Final Exam
	E
	


L = Lecture, PS = Problem Solving, CD = Case Discussion, E = Exam, * Holidays 
2/15 President’s Day, 3/8 Spring Break, 4/19 Patriot’s Day
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