University of Alabama

Fl 414 (514) Investments Dr. Anup Agrawal

Fall 2008

Alston 252, 348-8970

http://bama.ua.edu/~aagrawal/courses.htm aagrawal@cba.ua.edu

Course Objectives

Course Description

Pre-requisites

The purpose of this course is to learn analytitadls for making
investment decisions. These tools facilitate palitf selection
and the relating of risk with return. The applicati of these
tools leads to an understanding of stocks, bondstioms and
mutual funds.

The material covered is about two-thirds quantitatand the rest
institutional and descriptive. Fluency with collegdgebra and
some calculus is required.

FI 301 and FI 302.

Required Text Bodie, Kane and MarcusEssentials of InvestmentSeventh
edition, 2008, Irwin McGraw Hill (with Solutions Maual).
Financial Calculator TI BAIl Plus
Strongly Recommended Wall Street Journal
Grading Quiz 1 10%
Quiz 2 10%
Test 1 25%
Test 2 25%
Investment Project (Team):
Class Presentation 10%
Written Report 10%
Class Participation 10%

Practice Problems

Tests

No make-ups, please!

Page 6 shows a list of selected practice probldram the end of each chapter
(labeled ‘Problem Sets’ in the text). This is a qu#ative course and solving
these problems as we go over each chapter is kegr&sping the material.
You should try to work out each problem yourselfhdn compare your solution
with that in the Solutions Manual. You should alswork on the Concept
Check problems in each chapter; the solutions &sthare available at the end
of the chapter.

The tests consist of two parts: problem solving andltiple-choice problems.
Problems on the problem-solving portion of the tegtl be similar to the
practice problems. My tests come with a formula sheA sample test will be
available via Bruno Library e-Reserves prior to édest.



Class Patrticipation

Investment
Project

The grade for class participation will be based gn(subjective) assessment
of the quantity of your positive participation imetclass. Regular attendance
is obviously a pre-requisite to class participatidPositive classroom
participation consists of asking pertinent quesiam class and answering
guestions posed to the class. Negative classroorticipation such as
frequent absences, being late, private conversatod any other disruptive
activity can lead to a reduction in C.P. points.

As part of the course, you have to analyze therfprmance and potential of an
industry of your choice from the attached list mdustries covered byalue Line
(see page 7). This is a team project. Please foeams of two. Choose your
partner carefully: Remember, your grade dependsibrMake sure that your
interests, objectives and schedules match. If yoa a graduate student, try to
team up with another graduate student. Give me tenwith the names of your
team members and your top two industry choices Mgn., Sep. 8. Detailed
guidelines for the project are enclosed. The taskeach team is twofold. Each
team has to make a class presentation and subwiiiti@n report.

Presentations: These will be toward the end of the course. Eaelarn has about
15-20 minutes to present its analysis and recomratods. The presentations
should be professional. Use Powerpoint or the oezrth projector. You can divide
the presentation among the team members, but rersertiiat you are making a
team presentation, not two individual presentatloniBe project is an important
part of the course andttendanceduring all project presentations igquired in
order to receive a grade in the course.

Written report: A ten-page typewritten analysis (including any led) graphs,
etc.) is due within two days of a team’s preseraatithe last team’s report idue
by 5 pm, Wed., Dec. 3. Late reports will not be accepted. Organize the report
in a logical fashion. Include a list of references the end. Again, remember that
each team has to submit one unified report, rattien a collection of parts done
by individuals.

Disability accessTo request disability accommodations, please obritze Office of Disability

Services at 348-4285. After making initial arramgats with that office, contact
me.



Syllabus/ Reading Assignment

Topic
Background and Issues
Asset Classes and Financial Instruments
Security Markets
Mutual Funds and Other Investment Companies
Quiz 1
Risk and Return
Efficient Diversification
CAPM
Test1
Database Orientation (for Investment Project)
Efficient Capital Markets
Bond Prices and Yields
Managing Bond Portfolios
Equity Valuation
Quiz 2
Option Markets
Option Valuation
Portfolio Performance Evaluation
Test 2

Investment Project Presentations

"Read on your own.
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Investment Project

Assignment

You have to analyze an industry of your choice ahd companies in it. Specifically, assess the
industry performance over the last five years armdess its expected future performance over the
next one, three, and five years. Choose specificc&s to buy and/or sell, and provide a detailed
analysis of those companies.

Industry Definition

For purposes of this analysis, pick an industry eoed byValue Line(see page 7 for a list of
industries).

Types of Issues to Consider

1. How well has this industry performed recentlgy itself and relative to the market?

2. What are the projected earnings for the indysby itself and relative to the market?

3. How do tax benefits affect this industry?

4. How do changes in the value of the dollar rie to other currencies affect this industry?

5. What kind of government pressures exist forstindustry?

6. What is the outlook for new products?

7. Are there any widely discussed takeover caradis?

8. Is the industry becoming more or less compg&f?

9. How do business cycles affect the industry?

10. How do the price/earnings ratios look for ttiedustry, relative to the past and the market?

Required Parts of the Analysis

1. Some historical analysis of recent performarcel activity.

2. A current assessment of where the industrylig,itself and relative to the market.

3. Some estimates of the future for 1, 3, and &ars.

4. Specific companies within the industry to buy sell. Explain your reasoning.

5. In item 4, which companies might be better loteym holdings and which short-term holdings?

A systematic, professional approach and appearameexpected. Among other things, this means
computer-generated reports, graphs and tables gi@ai thinking and insights will be valued.



Investment Project (cont.)
Some Information Sources
Computer Databases (Bruno Library)
Bloomberg: Financial data, news, company and istiy information
Investext: Analyst reports
Business and Company Resource Center: Companyrahustry information
Mergent Online: Company financial information aadnual reports
10K Wizard: SEC filings
Lexis/Nexis Academic: News, SEC filings, ...

ProQuest Newspapers: Full-text of nine leadinguspapers

Internet
Yahoo! Finance http://quote.yahoo.com
CNN Money http://money.cnn.com/
BigCharts http:/ivww.bigcharts.com/
Print sources
Value Line

Standard & Poor's (Corporation Records, Indus®yrveys, Register of Corporations)
Moody's manuals (Industrial, Transportation, PubUtility, Bank and Finance)

Million Dollar Directory

Industry association publications

Wall Street Journal

MagazinesBarron's, Forbes, Money, Business Week



Homework and Practice Problems

Chapter Practice

2 1-17, 21

3 1-4, 6-21

4 1-21

5 1-29

6 1-21

7 1-21, 32-37, 39

8 1-28

9 1-18
10 1-39
11 1-16, 24-26, 29, 30, 32, 33
13 1-3, 5-11, 13-14, 16, 21-23

- 15 1-8, 14, 16, 17, 19-21, 24, 25

16 1,2,4,7,8,10-14, 16, 26

18 1-4,9, 10, 15
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