
FINANCE 304: Financial Modeling
Fall 2016

Instructor: Satyabrota Das

Email: satyabrotada@umass.edu

Class: Mon Wed Fri 9:05 - 9:55 G8

Office: ISOM 308

Office Hours: Mon 12:00-1:00 PM
Wed 4:30-5:30 PM
Lab: Wed 5:30 - 6:30 G20

Course Description

The objective of this course is to provide a practical and hands-on introduction to the
theory and practice of finance. We will focus on understanding the most important financial
models in Corporate Finance and Investments, and how these can be implemented, mostly
in Microsoft Excel. The emphasis will be on developing working models that can be applied
to financial data.

Prerequisites

• Finance 301

• Working knowledge of Excel

• Working knowledge of basic statistics

• Familiarity with matrix multiplication

Course Material

• Required

– Course Slides (available on BB Learn before each class)

– Calculator: Must have exponential and log key. Calculators with built-in features
of computing present value, internal rate of return, etc., are allowed.

– Flash drive. Bring to every class for saving your work in it.

• Highly Recommended

– Simon Benninga,Principles of Finance with Excel.

• Suggested Readings

– Craig W. Holden, Spreadsheet Modeling in Corporate Finance

– Craig W. Holden, Spreadsheet Modeling in Investments



Course Contents

• Future Cash Flow and Stock Valuation

• Portfolio Management

• Option Pricing

• Bond Pricing

Assignments/Grading

• 50 %: Exams

– There are 4 exams in this course. The first three exams will be on each of the
first three set of materials. Final exam will be comprehensive.

– First three exams will be held during regular class hours. Final exam will be
held at university scheduled time (Dec 21, 2016: 8am to 10am). Note
that the instructor has no control over when the final exam is scheduled. It is
decided by the University. Make your travel plans after the scheduled final exam
time.

– If you are going to miss an exam, you must let the instructor know before the
exam. Note that make up exam will be offered only for the final exam for valid
and unforeseeable events, but no make up exams will be offered for the first three
exams. If you miss any of the first three exams for valid reason (e.g., emergency
medical issues, family emergencies, etc.), you will be assigned the same points as
the average of the other two exams.

• 40 %: Assignments

– Weekly assignments will be distributed. A group of two to three peo-
ple should be formed for assignments. One assignment should be turned in per
group. All members of the group will receive the same grade for the assignment.
Each assignment should have a written report as well as calculations shown in
a spreadsheet. Assignments are due at 11:59pm on the due date. Assignments
are to be uploaded to Blackboard. Late submission of assignments will not be
accepted.

• 10 %: Quizzes

– Surprise quizzes will be held during class hours. Quizzes will be used as
a way to check attendance. Note that no make up quizzes will be offered. If you
miss a quiz, you will not get any points for that quiz.



• 05 %: Bonus Points

– You can earn a maximum of 5% bonus points by completing two separate tasks on
Bloomberg. Successful completion of each part would allow you to receive 2.5%
of the bonus points.

– The first task involves watching a set of videos on Bloomberg. There are seven
videos totaling little over an hour. Links to the videos will be provided. You
task is to watch the seven videos and make one critical comment on each video
in Vimeo, where the videos are hosted. You have to be specific in exactly what
time you are referring to in your comments. You should read other comments
already made before writing your comment. Your comments cannot be the same
as another comment. You have to complete this part within the first three
weeks of the semester to receive the bonus points.

– The other task is to complete the course on Bloomberg Market Concepts (BMC).
You must cover every part of the BMC and be able to get at least 50% points in
each part. Instructions on how to sign up for BMC will be provided. No bonus
points will be offered if you do not complete all parts of BMC. You can complete
BMC by Dec 09, 2016.

• The Course has 1000 points available as follows

3 In-Semester Exams 80*3= 240

Final Exams 260*1= 260

Assignments 40*10= 400

Surprise Quizzes (any number) 100

Total 1,000

Additionally, 50 bonus points will be offered for successfully completing Bloomberg
training.

• Grading Scale:

A A- B+ B

930-1000 880-929.99 830-879.99 780-829.99

B- C+ C F

730-779.99 680-729.99 600-679.99 0-600
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To Succeed In This Course

• Review Finance 301 notes.

• Attend every class. Tests and assignments will reflect material covered in class.

• Review the course slides. Material will be posted on BB Learn.

• Work and discuss problems with other students.

• Do not accumulate your problems; try to get them resolved as soon as possible.

• Try to use Office Hours as much as possible.

Academic Honesty
Cheating will result in an F in this course, and you will be reported to proper authority in

accordance with Universitys Academic Honesty Policy:
https : //www.umass.edu/dean students/academic policy
Please do not copy assignments from others. You may discuss with other students, but the
assignment you submit must be your own.

Other rules and guidelines

• You are supposed to know what is said in class even if you miss the class. If there are
any announcements made in class, it will not be further disseminated in any electronic
from. You are responsible for finding out everything that is done and said in class.

• Please do not send e-mails to the instructor regarding how to solve assign-
ment questions. Neither should you send e-mails asking to check whether
you have done your assignment correctly. If you have any questions on assign-
ments, come see the instructor, preferably, during office hours. So, plan accordingly.
One way to avoid late night e-mails is to start assignments early. I strongly object to
students trying to use email as a substitute for coming to class or coming to see me
during office hours on a more complex matter. Email is appropriate for quick questions
with simple straightforward answers. It is not so useful where the issues are more com-
plex requiring back and forth communication. If you have a more complex question to
ask or a special request that is going to require some significant consideration on my
part, do not use email. Come see me in person during my office hours or schedule a
special time. That way we can communicate face to face with all the advantages of
immediate give and take.

• If you would like to meet the instructor outside regular office hours, you
should make an appointment. However, try not to make this a habit. You need
to understand that the instructor has many other things to do besides teaching this
class.

• Unless there are some extraordinary circumstances, we will try to follow the syllabus.
This means the exam dates are already known to you at the beginning of the semester.



Try to schedule other events, such as trips to other cities, job interviews, visa appoint-
ments, doctor’s appointments, training, etc., such that they do not coincide with the
exam day. In the unlikely event that you are going miss an exam, you must let the
instructor know at least seven days before the scheduled exam day and get his approval.

• Please do not upload any of the material distributed in class to any public web sites.
Please also do not sell course material on web sites, such as, Course Hero, SlideShare,
Scribd, etc.

• Write you full legal name in every submitted document, such as, assignments, exams,
etc. For example, if your name is Elizabeth, do not write your name as Beth or Liz.
There may be many Elizabeths in the class.

• Note that the only extra credits offered in this class are for successfully completing the
two tasks on Bloomberg. No other opportunity to earn extra credits will be offered.

• Please submit assignments in a report format along with Excel file. Calculations should
be shown on Excel, but you must submit a report with your final answer to each part
of the question. All documents related to a particular assignment should be submitted
at the due date and time. Forgetting to submit an assignment is not a valid
excuse to submit the assignment later.

• Check Blackboard on a regular basis, especially on dates when assignments are sup-
posed to be distributed. If you see that an assignment has not been posted on the due
date, you should let the instructor know.

• Students are solely responsible for submitting assignments on time. No reminders will
be sent in this regard.

• No make up exams will be offered for the first three exams. If you miss
an exam for some valid and documented reason, your weights for that exam will be
assigned to other exams. You cannot miss more than one exam out of the first three
exams under any circumstances. Quizzes are all going to be surprise quizzes. If you
miss a quiz, you will not get any points for that quiz. Time for final exam is
determined by the university and it will be offered only at the university designated
time. Make sure you do not have any other plans when final exam is scheduled. Final
exam will be held at University scheduled time. If you have any conflict during the
final exam, you must let the instructor know two weeks before the scheduled date.



Class Schedule (Subject to Change)

Date Day Topic

Future Cash Flow

Sep 07 Wed Course introduction and Basics of Excel

Sep 09 Fri Time value of money: I

Sep 12 Mon Time value of money: I

Sep 14 Wed Time value of money: II

Sep 16 Fri Time value of money: II

Sep 19 Mon Stock valuation I

Sep 21 Wed Stock valuation II

Sep 23 Fri Stock valuation II

Sep 26 Mon Stock valuation III

Portfolio Management

Sep 28 Wed Portfolio Management: Introduction.

Sep 30 Fri Exam 1 (No Make-ups)

Oct 03 Mon Portfolio Management: Two Assets

Oct 05 Wed Portfolio Management: Two Assets

Oct 07 Fri Portfolio Management: Two Assets

Oct 11 Tue Portfolio Management: Multiple Assets

Oct 12 Wed Portfolio Management: Multiple Assets

Oct 14 Fri Portfolio Management: Multiple Assets

Oct 17 Mon Portfolio Management: Multiple Assets

Oct 19 Wed Portfolio Management: Multiple Assets



Date Day Topic

Options

Oct 21 Fri Introduction to options.

Oct 24 Mon Exam 2 (No Make-ups)

Oct 26 Wed Options strategies and payoffs.

Oct 28 Fri Options strategies and payoffs.

Oct 31 Mon Options pricing with binomial tree

Nov 02 Wed Options pricing with binomial tree

Nov 04 Fri Options pricing with binomial tree

Nov 07 Mon Black-Scholes option pricing model

Nov 09 Wed Black-Scholes option pricing model

Nov 14 Mon Factors affecting option prices

Bond Pricing

Nov 16 Wed Introduction to Bond pricing.

Nov 18 Fri Exam 3 (No Make-ups)

Nov 28 Mon Duration of bonds

Nov 30 Wed Duration of bonds

Dec 02 Fri Convexity of Bonds

Dec 05 Mon Convexity of Bonds

Dec 07 Wed Term structure of interest rates

Dec 09 Fri Term structure of interest rates

Dec 12 Mon Bond portfolio management

Dec 14 Wed Review.

FINAL EXAM

Dec 21 Wed Final Exam (Comprehensive)


