BSAD 282
Security Valuation and Portfolio Selection
Summer, 2021
REMT via Microsoft Teams

Kevin C.H. Chiang, Ph.D.

Office: 346 Ifshin, (802) 656-0515 (office)

E-mail: Kevin.C.Chiang@uvm.edu 

Official Office Hours: TWR 4:45-5:15 p.m.

Required Reading:

1. Chiang’s electronic notes. They are available on Chiang’s website: http://www.uvm.edu/~kcchiang/ .  

2. Equity Asset Valuation (EAV), 3rd Edition, by Pinto, Henry, Robinson, and Stowe, 2015, Wiley, 978-1119104261.

3. Managing Investment Portfolios: A Dynamic Process (MIP), by Maginn, Tuttle, Pinto, and McLeavey, 2007, Wiley, 978-0-470-08014-6.

4. Assigned journal articles: A1 to A4.

Recommended Reading:

Investment Science, 1st Edition, by D.G. Luenberger, 1998, Oxford, ISBN 0-19-510809-4.

COMPUTER REQUIREMENTS:
Students are expected to be proficient with a microcomputer and Excel spread sheet.  In addition, students are expected to have a financial calculator.  The default calculator for the course and exams is Texas Instruments BAII Plus.  

Course Description: 

This course is intended as an introductory, yet rigorous treatment of investment science, financial principles, asset pricing, asset allocation, and derivatives.  The purposes of this course are to provide you with an understanding of analytical tools.
Expected Student Outcomes: 

At the end of this course, students should be able to:

1. Discuss the notion of market efficiency.  
2. Use NPV and IRR as investment evaluation criteria.

3. Calculate the present value of a bond.
4. Understand immunization for a portfolio of bonds.

5. Calculate the intrinsic value of a share of stock under various conditions.

6. Understand asset allocation with the use of mean-variance portfolio theory.

7. Use asset pricing models for security selection and performance evaluation.
8. Discuss style investing and active management.

Grading:

                                                                                                      Final Grade

90.00% - 93.33%; 93.34% - 96.66%; 96.67% - 100.00%              A-; A; A+

80.00% - 83.33%; 83.34% - 86.66%; 86.67% - 89.99%                B-; B; B+

70.00% - 73.33%; 73.34% - 76.66%; 76.67% - 79.99%                C-; C; C+

60.00% - 63.33%; 63.34% - 66.66%; 66.67% - 69.99%                D-; D; D+

Less than 60.00%                                                                                  F

There will be one interim exam and a final exam, each worth 40% of your grade.  20% of your grade is based on paper discussion (A1 to A4, as listed below), assignments, mini-cases, and other projects.
A1 (Market Efficiency): Stein, 2009, Presidential address: Sophisticated investors and market efficiency, Journal of Finance, available at https://scholar.harvard.edu/files/stein/files/presidential-address-jf-final.pdf, or just google the title of the paper.

A2 (Active Management): Sharpe, 1991 (Jan./Feb.), The arithmetic of active management, Financial Analysts Journal, @ UVM library, or https://web.stanford.edu/~wfsharpe/art/active/active.htm.

A3 (Discount Rates): Cochrane, 2011, Presidential address: Discount rates, Journal of Finance, available at https://static1.squarespace.com/static/5e6033a4ea02d801f37e15bb/t/5ee7f26abec47e0fd4e14039/1592259192386/discount_rates_jf.pdf.

A4 (Style Investing): Barberis and Shleifer, 2003, Style investing, Journal of Financial Economics, available at https://scholar.harvard.edu/files/shleifer/files/style_investing.pdf.

If students fail to participate in a quiz/attendance or discussion for a university allowable reason, students must provide legitimate documents within a week.  This is the only way that they can participate in a make-up quiz/attendance or discussion.
Students are required to submit typed reports for the mini-cases, assignments, and other projects.  The actual due dates for these reports will be announced in the class.  I do not accept late reports.  

ACADEMIC HONESTY:

All students are expected to understand what constitutes a violation of the academic honesty codes at UVM, especially cheating and plagiarism.  Honesty codes are available at UVM’s website.
Some of the material in this course has been used before.  When preparing assignments and project reports, you should not consult with my previous students.  Any such consultation obviously constitutes plagiarism.

Suggestions AND POLICIES:

1.  Students are responsible for attending all classes.  You are responsible for information provided in class, including any handouts, (changes in) assignments and their due dates, changes in grading scheme and class policies, test dates, and test coverage.

2.  Students are responsible for making sure that homework and project reports are actually delivered and received.

3.  The exams must be solely an individual effort.  The university policy on academic dishonesty is strictly enforced.  Academic dishonesty will not be tolerated and will result in the grade of “F” for the course.
4.  There is a grace period of only 1 week for you to effectively contest about the grades that you receive on your exams, homework, or projects.  Keep all the returned exams, homework, and reports until you receive your final grade.
5.  There will be no individual bonus assignments or projects.

6.  Please utilize my office hours; you will find it beneficial.
	Week 1
	Jun. 22, 23, 24
	Introduction; Ethics; Professional Standards; Market Efficiency; Fixed-Income Securities
	EAV Chapter 1; MIP Chapter 5 (5.1-5.5); Notes; A1

	Week 2
	Jun. 29, 30; Jul 01
	Free Cash Flow Valuation; Residual Income Valuation; Present-Value Relations
	EAV Chapter 6; EAV Chapter 8; Notes; A2

	Week 3
	Jul. 06, 07, 08
	Mean-Variance Portfolio Theory; Asset Allocation; Equity Portfolio Management
	MIP Chapter 5 (5.6-5.9), MIP Chapter 7; Notes; A3

	
	
	
	

	
	Jul. 06 (T), 2:30-4:45 p.m.
	Midterm Exam
	

	
	
	
	

	Week 4
	Jul. 13, 14, 15
	The CAPM and Performance Evaluation; Factor Models and Style Investing; Socially Responsible Investing; Behavioral Finance
	MIP Chapter 12; Notes; A4

	
	
	
	

	
	Jul. 15 (R), 2:30-4:45 p.m.
	Final Exam
	


Note:  The due dates are approximate.  Class policies, course topics, assignments/projects and their due dates, exam days/times, and grade weighting scheme are subject to change.
