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Investment and Portfolio Analysis

Description of course from the Course Catalog: “Investment and risk, types of security investments,
sources of investment information, the broker, the stock market, portfolio management.”

Prerequisites: FIN 301.

Course Objectives: This is an introductory course in financial asset investment and portfolio anal-
ysis. You will learn about the sources of the demand and supply of financial assets, how risk
is measured and priced in the financial market, valuation of stocks and bonds, determination of
interest rates, option pricing, market efficiency, and market microstructure.

Method of Instruction: This course uses a lecture and problem-solving format. Most new concepts
will be introduced through short problems so that you can see them in action. Once you read
the relevant textbook chapter you should solve a few of the excellent end-of-chapter problems
that appear in the textbook. The list of the ones that I recommend will be provided separately
during the semester. Solutions to these problems will be posted to the course website (ANGEL):
https://cms.psu.edu

Text: Zvi Bodie, Alex Kane, and Alan J. Marcus, Essentials of Investments, Eighth Edition,
McGraw-Hill Irwin, 2009.

Calculator: You will need a calculator in this course as most finance courses require students to solve
numerical problems of various levels of complexity – this course is no exception. If you currently
do not own a calculator, I recommend that you purchase the TI BA II Plus. I will be using this
calculator throughout the semester and I will be demonstrating, in class, the sequence of keystrokes
on this calculator that will solve a variety of problems. If you own a scientific or another business
calculator, you need not purchase the TI BA II Plus as they are all powerful enough to solve the
problems you will encounter in this course. Note: The one key that is absolutely essential for your
calculator to have is the yx key.

Exams and Grading Policy: Your final grade will depend upon how you perform on two midterm
exams, two projects, a final exam, and class participation. For class participation, I will be looking
for consistency rather than frequency. I will call roll for the first few classes to enable me to associate
names with faces. I may then cease to call roll but I will make good mental notes on consistent



participation. Questions count as participation also. I welcome all questions and I will gladly to
respond to them. The dates as well as the weights of the exams, projects, and participation are:

Exams and Grading

Grading Unit Date Portion of grade

Midterm I September 26th 20%

Midterm II October 31st 20%

Project I Ongoing, Report due on Nov 14th 10%

Project II Report due on Dec 12th 15%

Final Finals Week 30%

Class Participation Ongoing 5%

Grading Policy and Scale: The final letter grade will be based upon the weighted average of the
grades received on the midterms, the final exam, and class participation. The following scale will
be used for arriving at the letter grade:

Grading Scale

Weighted average Letter grade

95 – 100 A
90 – 94.99 A-
87 – 89.99 B+
84 – 86.99 B
80 – 83.99 B-
75 – 79.99 C+
70 – 74.99 C
60 – 69.99 D
Below 60 F

Academic Integrity: Academic integrity is the pursuit of scholarly activity in an open, honest and
responsible manner. Academic integrity is a basic guiding principle for all academic activity at The
Pennsylvania State University, and all members of the University community are expected to act in
accordance with this principle. Consistent with this expectation, the University’s Code of Conduct
states that all students should act with personal integrity, respect other students’ dignity, rights
and property, and help create and maintain an environment in which all can succeed through the
fruits of their efforts. Academic integrity includes a commitment not to engage in or tolerate acts
of falsification, misrepresentation or deception. Such acts of dishonesty violate the fundamental
ethical principles of the University community and compromise the worth of work completed by
others. (University Faculty Senate Policies for Students, 49-20)

Specifically: While taking exams, students may use only those materials permitted by the instructor.
Students must not copy from, nor refer to the work of others during exams. Plagiarism, copying,
and communication during exams, and use of materials prohibited by the instructor will subject
a student to a grade of “F” for the course in which these activities occur, and other disciplinary
sanctions.



Tentative Course Outline
Date Topic Chapter Sections

Aug 27, 29 Introduction to the Course 1 All
Introduction to Investments

Sep 5, 10 Financial Instruments 2 2.1–2.5

Sep 12, 17 Market Microstructure 3 3.1–3.8

Sep 19 Risk and Return I 5 5.1–5.3

Sep 24 Risk and Return I (continued) 5 5.1–5.3
[Wall Street Survivor Contest Begins]

Sep 26 Midterm I

Oct 1, 3 Risk and Return II 6.1–6.4 All

Oct 8, 10 The CAPM 7.1, 7.2

Oct 15, 17 Market Efficiency 8 8.1–8.3

Oct 22 Bonds – Introduction, Pricing 10 10.1, 10.2

Oct 24, 29 Interest Rate Determination 10 10.4, 10.6

Oct 31 Midterm II

Nov 5,7 Duration and Convexity 11 11.1–11.3

Nov 8 [Wall Street Survivor Contest Ends]

Nov 12 Financial Statement Analysis 14 14.1–14.4

Nov 14 Financial Statement Analysis (contd.) 14 14.6
Project I Report due

Nov 26 Library Instruction Session

Nov 28 Equity Valuation 13 13.1–13.3

Dec 3, 5 Options 15 15.1–15.2

Dec 10 Option Pricing 16 16.1, 16.3

Dec 12 Option Pricing 16 16.1, 16.3
Project II Report Due

Exam Week Final Exam

Student Disabilities: The Pennsylvania State University encourages qualified persons with disabili-
ties to participate in its programs and activities. If you anticipate needing any type of accommo-
dation or have questions about the physical access provided, please contact the Disability Services
Coordinator in the Office of Disability Services [109 Swatara Building; (717) 948-6025].


