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This course provides an introduction to the basic theory of investments, portfolio theory, debt
securities, security analysis, market efficiency, behavioral finance and investment management.
The course covers following categories;

1. Investment Theories
This includes portfolio theory, the capital asset pricing model and the arbitrage pricing theory,
all of which have become an integrated part of the decision making in investments

2. Empirical Evidence in the Equity
This includes patterns in cross section of stock returns, the time series behavior of stock
returns time varying expected returns and volatility

3. Market Efficiency and Active investments

This includes the introduction of efficient market hypothesis and then tests the validity of
EMH in reality. The EMH is not a perfect description for investment strategies in reality. Hencsg
there are reasons to believe that active management can have effective results. Topics in
active management include security analysis, active portfolio management, and risk management
issues

4. Brief introduction to Behavioral Finance

While traditional finance assumes investors act rationally to maximize a well defined utility
function, behavioral finance tries to use other theories of behavior, from psychology, sociology,
and anthropology, to explain financial markets. This topic will be covered by just one lecture,
the main purpose of which is to get you exposed to this active and fast growing field in
Finance.

5. Introduction to Fixed Income Securities
This includes bond type(default free and defaultable), bond prices, theory of term structure and
managing bond portfolios.

6. Introduction to Derivative Markets

This includes a brief description of derivative markets : futures, forward, option, swap

%974

All students are required to do assignments & Quiz

Both mid term and final exam are in class, closed book and closed notes.

The mid term will be given after lecture 7 and the final will be given during the scheduled
final examination date.

If you have to miss the exams due to medical reasons, contact your lecturer before/after the
exam.
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Introduction to investment
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