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COURSE DESCRIPTION: 

This course deals with the fundamentals of financial markets including: the role of interest rates, monetary policy, and marketable securities.  The workings of the different segments of the capital markets, the determinants of interest rates, and the methodologies for valuation of financial assets will be covered.  Particular emphasis will be placed on efficient market theory and pricing, risk, the term structure of interest rates, and money market and bond valuation.  For much of the course, the perspective of the institutional investor will be explored.

INSTRUCTOR:

Office:

338a Mervis Hall
E-mail:

gleasonk@pitt.edu
Office Hours:
By Appointment

TEXTBOOK:

“Money and Capital Markets”, Rose & Marquis, 10th Edition, 2008, ISBN 978-0-07-340516-2
HBS Cases: “International Securities Exchange”, “Risk at Freddie Mac”, and “The Case of Sovereign Wealth Funds”.
SCHEDULE:

Date

Topic




“Money and Capital Markets”
8/30           Introduction; Financial Assets           Chapter 2       
9/6            The Financial Information                   Chapter 3
                        Marketplace

9/13           The Determinants of Interest Rates      Chapter 5 

**International Securities Exchange case due***
9/20            Measuring and Calculating Interest      Chapter 6

                         Rates and Financial Asset Prices



10/4

T classes cancelled; TH classes only – begin Chapter 8
10/11            Duration and the Risk Structure of Interest Ch 8 and exam review

10/18             Midterm Exam (Tuesday); begin Chapter 10 (Thursday)

10/25             Commercial Banks etc. in the              Chapter 11 
            Money Market

            Roles and Services of the                     Chapter 12-13
Federal Reserve
***Freddie Mac Case Due****

11/1            The Mortgage Market                           Chapter 22
11/8            Governments Operating in the              Chapter 18
             Financial Markets

11/15            Business Borrowing and Forms of       Chapter 19

                     Business Debt
**Sovereign Wealth Funds case due***

11/29            Corporate Stock                                    Chapter 20

12/6                   Midterm Quiz 2


TBA                 Comprehensive Final Exam

GRADING:  Two Midterm “Quizzes”   35%


         Final Exam
   
  35%


         Group Assignments

20%

                     Group Presentations (on topic of your choice)
            10%

MIDTERM QUIZZES: During the term, there will be 2 midterm quizzes. The quizzes will be closed-book and closed notes, except for a formula sheet (which we will supply in advance) and your calculator and/or computer. They will typically require short answers that are directly related to recent homework problems. There are no quiz make-ups if you are not in class the day of a quiz – NO EXCEPTIONS.

FINAL EXAM: The final exam held on the day assigned by the university. You must take the final exam in one of the announced rooms that you will be assigned. The examination will be closed-book and closed-notes, except for a formula sheet which you will create and your calculator. 
GROUP PRESENTATIONS. In each lecture,  after the first two week of classes, there will be a 15 minute student presentation on one of the popular issues (e.g. scandals, puzzles etc.) in finance (or economics). The

presentations will be conducted by a group of two or three students. I will randomly assign you to

a group. The presentations will be formal. You are expected to use either power point or overhead slides. You should provide a clear discussion of the topic with relevant anecdotes and references and also be able to answer questions from me and your classmates. You will be evaluated by the class as a whole.
Note: The material covered during the student presentations are fair game on exams.
GROUP CASES. There are three Harvard Business School cases to prepare in groups and discuss. “International Securities Exchange” examines the development of a global derivatives exchange. “Sovereign Wealth Funds” examines the roles, risks, and ethical issues of investment companies managed by governments, and “Risk at Freddie Mac” investigates the portfolio of Freddie Mac and its accounting irregularities.
ADMINISTRATIVE ISSUES:  If you have a disability for which you are or may be requesting accommodation, you are encouraged to contact  both your instructor and Disability Resources and Services, 216 William Pitt Union, (412) 648-7890/(412) 383-7355 (TTY), as early as possible in the term.  DRS will verify your disability and determine reasonable accommodations for this course.
