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1 Course Objective and Rationale

The purpose of this course is to familiarize you with the measurement of risk and return for assets
in traded markets such as stocks and bonds. We will discuss the features and limitations of theories
developed to explain the pricing of assets such as Portfolio Theory and the Capital Asset Pricing
Model (CAPM). We will explore the qualitative features of markets for traded assets and the
mechanics of trading. Institutional actors such as mutual funds, closed end funds and exchange
traded funds will also be covered to include their regulation. You will practice valuing equity
and fixed income securities and explore the mechanics of using the basic derivative instruments:
forwards, futures and options.

2 Course Schedule

In the following schedule, FI refers to the Fundamentals of Investments text:

Wk Dates Topic Reading

Aug 22 Course Overview

1 Aug 24-29 Risk & Return FI Chapter 1
2 Aug 31-Sep 7 Portfolio Risk & Return FI Chapters 11-12
3 Sep 12-14 CAPM & Performance Measurement FI Chapters 12-13

4 Sep 21 Midterm 1

5 Sep 26-28 Investment Process & Companies FI Chapters 2 & 4
6 Oct 3-5 Stock Markets, Valuation & Efficiency FI Chapters 5-7

7 Oct 12 Midterm 2

8 Oct 17-19 Interest Rates FI Chapter 9
9 Oct 24-26 Bond Prices & Yields FI Chapter 10
10 Oct 31-Nov 2 Bond Risk & Types FI Chapters 10 & 18

11 Nov 9 Midterm 3

12 Nov 14-16 Forwards & Futures FI Chapter 14
13 Nov 21-28 Options 1 FI Chapter 15

Nov 30 Options 2 FI Chapter 16.5-16.10

Dec 5 Final Exam

3 Preliminaries

There is one required text, Fundamentals of Investments (Seventh Edition, copyright 2014, McGraw-
Hill Irwin) by Bradford Jordan, Thomas Miller, and Steve Dolvin (ISBN-13: 978-0078115660)

You will also be required to bring a web-enabled device (cell, tablet, or laptop) to class to par-
ticipate via Professor Charles Downing’s NIUResponse.com system. See Classroom Participation,
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below, for more details.

If you wish to use a calculator on exams, the only permissible choice is the TI BA 2 Plus business
calculator you used in UBUS 310.

Any non-text required and optional readings will be posted to the content page of the course within
Blackboard. I will communicate with the class via the Announcements section on the course home
page and send an email notice to you whenever I update any aspect of the course on Blackboard.

4 Course Work and Grading

Graded Item Percentage of Course

Classroom Participation 10%
Midterm Exam 1 20%
Midterm Exam 2 20%
Midterm Exam 3 20%
Final Exam 30%

Overall Weighted Score Letter Grade

85%-100% A
75%-84% B
65%-74% C
55%-64% D

It is at the instructor’s discretion whether or not to curve the grades counter to the table of scores
and grades above. Curving of grades involves the grouping of final scores and assigning grades to
each group of scores according to a desired distribution of final grades. Should a curve be used,
there will be only one official curve based upon the overall weighted score over all graded items at
the end of the semester.

4.1 Classroom Participation

Our class will be using the web-app NIUResponse.com (designed and maintained by
Professor Charles Downing) as a student response/clicker system this semester. There is no charge
to you for this app this semester, saving you between $18.80 and $73.35 depending on which Turn-
ing Technologies clicker option you would have selected. You are required to bring a web-enabled
device (laptop, tablet, smartphone) to class each session so you can respond to instructor questions
via this app. If you do not have a web-enabled device, please contact the instructor immediately.

There are two fundamental rules to remember when using NIUResponse.com to make the ex-
perience pleasant and productive for you and your professor:

1. Never hit the Back button while using NIUResponse.com

2. If something goes wrong (power failure, crash, etc.), simply start at the beginning (go back to
NIUResponse.com, pick class, login). You will re-join your class in progress and your previous
answers will be saved.
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Your participation score will be based upon how many of the total in-class questions you answer
over the entire course. For example, if you answer 90 of 100 total questions, your participation score
will be 90%. You must be physically present in the classroom to participate. Attendance
will be taken in each class. If you participate when you are not present you will be asked to meet
with me and you will receive an absolute 10% reduction to your final participation score. Should
you do it a second time, it will be considered an academic integrity violation and you will receive
a zero for your total participation score for the course. See more in the Academic Integrity section
of the syllabus, below.

4.2 Exams

Your Midterm Exams are scheduled for Wednesday, September 21st, Wednesday, October 12th, and
Wednesday, November 9th from 2:00-3:15 PM. Per the NIU Fall 2016 Final Exam schedule, your
Final Exam is scheduled for Monday, December 5th from 2:00-3:50 PM in Room 301 of Barsema
Hall (our normal classroom). The exams are closed book and closed notes, though a sheet of
selected formulas will be provided with the exam. Exams will be multiple choice, similar in format
to the questions presented in each class via the NIUResponse.com system. Exams will only test
class material and homework assignments, not readings. Readings are to help you prepare for class.
The Final Exam is cumulative.

You will only be permitted to have a writing instrument and the TI BA2 Plus business calculator
(from UBUS 310) at your desk - no food or drinks. You will not be expected to perform complex
calculations and the calculator will only be needed if you are very averse to basic calculations such
as adding and subtracting up to 2 digit numbers. You will be limited to 5 minutes if you choose
to use the bathroom or water fountain during an exam and you must leave your cell phone in the
classroom. If you have not returned after 5 minutes, your exam will be collected and graded as is.

You are expected to take your exam with your section at the scheduled date and time. Any
requests to move your exam from its scheduled time must be made in writing at least one week
prior to your exam and submitted to me in person. Email requests are not acceptable. Should you
not attend an exam, due to a medical emergency for example, you will need to provide me with
documentation such as a doctor’s note to substantiate the absence. Make-up examinations will be
more difficult, consisting of only essays and problems, to acknowledge the increased preparation
time you have compared to your classmates.

4.3 Participation Extra Credit

While your participation grade is simply based upon attending class and responding to NIURe-
sponse questions, those students who do the best at submitting correct answers will earn up to 30
points of extra credit on top of the 100 points from participation. The top 1/3 of the class will
earn increments up to 30 points for the best performance. For example, in an 18 student class, the
top 6 performers would receive 30, 25, 20, 15, 10 and 5 points of extra credit, respectively. In the
event of a grading curve, extra credit will not be considered in determining the curve. Thus, extra
credit can only help those students who receive it, it will not negatively affect the grades of other
students.
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4.4 Bloomberg Market Concepts (BMC) Course Extra Credit

Another source of potential extra credit is to complete the Bloomberg Market Concepts Course uti-
lizing the Bloomberg terminal in the Finance Lab of the Finance department (there is a sign up sheet
for time on the terminal at the front desk of the department). It is a scored course with video tuto-
rials followed by questions taking approximately 6-8 hours to finish. Upon completion you will both
receive a certificate and be invited to upload your resume into the Bloomberg Talent Search Database.
Similar to participation extra credit, BMC extra credit will be up to 30 points depending upon
your grade in the BMC course according to the following schedule:

BMC Score Extra Credit Points

90%-100% 30
80%-89% 25
70%-79% 20
Below 70% 15

To earn the extra credit points you must use the Fina 340 Investments course code of
TJFINA340A60 when creating a BMC login ID (separate from the login to enter the terminal).
Both terminal and BMC login instructions will be posted to Blackboard. You must complete
the BMC course prior to our last day of class, November 30th. While you can share
your BMC certificate with me electronically to prove completion, you must follow the BMC login
directions in order for Bloomberg to report your score to me at the end of the semester and earn
the maximum number of extra credit points.

In the event of a grading curve, extra credit will not be considered in determining the curve.
Thus, extra credit can only help those students who receive it, it will not negatively affect the
grades of other students.

4.5 Keys to Successful Performance

This course is challenging. As with anything of this nature, practice and repetition are the only
way to master it. Print out the posted working lecture notes prior to class and make the most of
your time in class by paying attention and putting forth a sincere effort on in-class questions and
problems. Try to complete the readings prior to lecture to maximize your learning potential in
class. You must do the homework if you wish to do well. While homework problems will be
reviewed in class, homework is not collected or graded. Ask questions in class and come to office
hours. I am here to help you. Don’t wait until the end of the course to approach me for assistance.

5 Classroom Decorum and Academic Integrity

You are expected to attend class prepared to contribute to any discussions we have. You are
expected to pay attention. Your use of cell phones, tablets, and laptop computers are only for
participation via NIUResponse.com or note-taking. Class disruptions are unfair to your fellow
classmates and to me. If I am distracted, you are hurting the rest of the class. Any disruptions of
class including arriving late, leaving early, using your cell phone for texting, or getting up to make
or take cell phone calls may reduce your grade for the course.
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You MUST do your own work which includes physical in-class participation yourself
via NIUResponse.com, not from outside the classroom and not for that of another
classmate. If you are unsure what this means, you may consult your student code of conduct
which includes prohibitions on academic misconduct, or approach me directly. Failure to abide by
NIU’s academic integrity policy during graded activities of the course will result in a zero for the
score of the graded item in question, at best, and I will file an academic misconduct incident report
for you (as I am required to do by NIU’s Academic Integrity Policy). The worst case is failure for
the course outright and potential expulsion from the University depending upon the seriousness of
the offense.

6 Accomodations for Students with Disabilities

If you need an accommodation for this class, please contact the Disability Resource Center as soon
as possible. The DRC coordinates accommodations for students with disabilities. It is located on
the 4th floor of the Health Services Building, and can be reached at 815-753-1303 or drc@niu.edu.
Also, please contact me privately as soon as possible (e.g., first two weeks) so we can discuss your
accommodations. The sooner you let us (DRC and myself) know your needs, the sooner we can
assist you in achieving your learning goals for this course.
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