
Syllabus 
Investments 1&2 (full-time) 

• Instructor:  Adam Zawadowski (see last page for bio sketch) 
Tel:  +36-1-327-3000x2206 
Email:  zawadowskia@ceu.edu 
Office:  N13/406 
Office hours:  by appointment 

 TA:  TBA 

• Credits: 4 (6 ECTS)  

• Term:  Winter 2017/18 

• Course level: core for MSc Finance, elective for MA Economic Policy and MA Economics 

• Prerequisites: Finance (MA Economics students need written waiver),  

some background in basic statistics and regression analysis is strongly suggested 

• Exclusions: students who have taken Global Financial Markets may not take the course  

 
COURSE DESCRIPTION 
This course offers the financial theory and quantitative tools necessary for understanding how asset 
prices are determined, and how financial assets are used for investment. The first half of the course 
concentrates on the relation between risk and return, optimal portfolio selection, money 
management, and practical aspects of asset allocation. The second half of the course focuses on 
the pricing, trading, and use of specific assets (stocks, bonds, and derivatives). The course also 
emphasizes the interaction between investment decisions and financial intermediaries and the 
broader macroeconomic environment. 
 
The course is quantitative and challenging. It takes a rigorous and critical view of the process of 
investing. The aim is to provide the students with a lasting conceptual framework in which to view 
and analyze investment decisions. The course will relate the material to current financial news, the 
recent financial crisis and problems relevant to the practitioner. Students will also get first-hand 
experience about investing and trading using a real-time brokerage account. 
 
TEXTBOOK 
 “Investments” (10th edition) by Zvi Bodie, Alex Kane and Alan J. Marcus. The book is available in 
the library. Older versions are also fine just pay attention that the chapters and problems might 
have different numbering. It is good practice to go through the relevant chapters of the book after 
the lecture, since it gives you additional details and insights. 
 
CLASSES 
You are expected to attend lectures and seminars and participate in the discussions. Missing a few 
classes is fine, there is no need to notify me. However, please let me know if you cannot attend on 
a regular basis. We will discuss a recent newspaper article (or webpage) in every class. Please 
read and think about the discussion article before class, I will cold-call students. Your participation 
grade will be based on how active and prepared you are in class discussions, not on your 
attendance. However, low attendance will lower your participation grade. 
 
Slides, articles, etc. will be posted in advance in the folder of the appropriate lecture. Please review 
the slides before class. It is good practice to print the slides, and use them to take notes in class. 
Relevant chapters are indicated on slides in parenthesis. Please bring your calculator to every 
class, since we do practice problems in class, especially in seminars.  



 
I believe you get the most out of class if you turn all wireless devices off. However, if you choose to 
use them during class, please follow the following guidelines: tablets and cell phones need to be 
silenced and flat on the table; laptops are only allowed in the back row since they might distract 
others. If your usage of wireless devices disturbs the class, I will ask you to turn it off. You are 
encouraged to take your laptop to seminars, since we will do some practice Excel projects.  
 
A tent-card with your name should be visibly displayed on your desk every class. A template can be 
downloaded from the class website. Classes start exactly on time, please do your best to arrive on 
time. Behavior that disturbs class or violates the rules set out in the syllabus will decrease your 
participation grade.  
 
ASSIGNMENTS 
First, you will be given 6 homework assignments. The homework will contain concept questions in 
multiple answer test form and numerical calculations or problems. The objective is to help you keep 
up with the material and check how well you have understood the material; it is also a great way to 
practice for the exams. Feel free to discuss homework problems with each other, however, you are 
responsible for doing and submitting your own work. You have two attempts and the last one will 
count towards your grade. You will get feedback on the number of points you have after the first 
attempt. Solutions will be posted online right after the deadline. Relevant end of chapter problems 
are indicated in the topic outline; some of them will be solved in class. If you need more practice, 
please solve the rest on your own: remember, practice makes perfect.  
 
Second, there will be 8 data assignments using real data. These are designed to help you apply the 
concepts we have learned to the data. The data assignments should be done in groups of 2 or 3. 
Groups are formed by the TA after the first class based on your preferences. Only one person from 
the group should submit the solution of the project. You may not share any part of your data file with 
other groups.  
 
Third, there will be 10 trading assignments using StockTrack. These are designed to help you apply 
the concepts we have learned to real world investments. These assignments will be posted in a pdf 
file on the course website. The trading assignments should be done in groups of 3 students (I 
encourage you to use the same group as for the data assignment). Once the groups have been set 
after the first class, please create one account for your group using the link on the website. All 
trading orders are to be fulfilled by the deadline, allow for time to check back that your order has 
been executed. Be prepared to discuss your trades in class. Do not forget that US markets are 
typically open 3:30pm to 10pm Budapest time and closed on US holidays. Grading will be based on 
participation: i.e. whether you execute the trades and how well you explain them online and in 
class. Given the short horizons, your investment performance will not affect your grade at all. 
 
All assignments are to be submitted online by 12:00AM on the due date, i.e. midnight the day 
before they are due. For all three types of assignments, your assignment with the lowest 
percentage grade will be dropped and all other assignments will have an equal weight in your final 
grade. Beyond the one dropped assignment, no special excuses will be accepted for missing an 
assignment. For group assignments, all members of the group are expected to fully understand 
your submission. 
 
EXAMS 
You are responsible for the material covered in class and/or on the slides, whether or not in the 
book. Please read the relevant book chapters since they deepen your understanding of concepts 
we talked about in class. Suggested readings are for your own benefit and will not be part of the 
exam. As for the assigned articles: you should know the concepts and questions related to the 
articles we discussed in class but do not need to know the details of the articles. The final exam 
covers the material we learned after the midterm but this strongly builds on material from the first 
half of class. 



 
You will receive a formula sheet for your exams but you are not allowed to write any additional 
information on it. You need to bring your own calculator to the exams, including a back-up if you are 
risk averse. I cannot provide calculators during the exam, even if they break. Calculators with built-
in text memory are not allowed for the exam. 
 
We will do our best correcting the exams. In case you find some mistake in the grading, you need to 
submit a written appeal by e-mail explaining the problem within 48 hours of receiving the grade. Any 
request will lead to a complete regrade of the exam, thus your final score might go up or down. If 
you miss any of the exams without advance permission or not due to a serious medical emergency, 
you will receive zero points for that exam.  
 
GRADING 
Letter grades will be assigned following departmental guidelines. The weights on different parts of 
the class are: 
    final exam    30% 
    midterm exam    25% 

participation    15%    
homework assignments  10% 

    trading assignments   10% 
    data assignments                 10% 
 
Violations of the exam and assignment rules will be punished, serious violations will also 
automatically result in failing the course. If you are taking the class for audit, you still have to 
participate in class and do the assignments but you do not have to sit in for the exam (you need to 
get at least 50% in every individual category that apply).  
 
PRELIMINARY TOPIC OUTLINE (DATES NOT YET UPDATED) 
The following table describes the material that we will cover during each class, the required and 
suggested readings (denoted by S, in italics), and some additional information. We might slightly 
deviate from this schedule if necessary.  
 

Dates Topics Readings Deadlines, practice problems 
Jan 9, M 
Lecture 1  

Introduction, Assets, 
Investment Companies  

1:1-4,6; 2:1;  
4:1-3,6 
S: 1:5, 4:4-5  

1: 1,4-6,17;  2: 2,3  
4: 3,5,6,9,11,12,16,20;   

Jan 11, W 
Lecture 2 

Trading, Margins, Short 
Sales, Liquidity 

3:1-2,4-5,7-9; 9:2 
(p.310-313); 13:4 
S: 3:3, 3:6, 3:8 

3: 6-12,16-17 

Jan 18, W 
Lecture 3 

Risk, Return  5:2,4-8; 28:1-4; 
 

Trade 1; 
5: 2-4,7,9,CFA 1-7;  28: CFA 2-3 

Jan 19, Th 
Seminar 1 

Analyzing financial data 
 

  

Jan 25, W 
Lecture 4 

Efficient Diversification 6:1-5; 7:1-4 
S: 6:6, 7:B 

HW 1;  Data 1;  
6: 1-2,4-5,11-22, CFA 1-9; 
7: 1,11-19,CFA 1-8,12-13 

Jan 26, Th 
Seminar 2 

Portfolio optimization   

Jan 30, M 
Lecture 5 

Index Models and the 
CAPM 

2:4; 7:A; 8:1-3; 
9:1; 
S: 9:2-4 

Trade 2; Data 2;  
2: 11a,15;    8: 3,6-9,15-16, CFA 5; 
9: 1,4,6-7,9-20,23, CFA 1-12 

Feb 1, W 
Lecture 6 

Fama-French Factors, 
Arbitrage Pricing Theory 

10:1-5; 13:3; 
S: 13:1-2,5 

Trade 3; 
10: 4-7,19, CFA 2-8; 

Feb 6, M CAPM in practice   



Seminar 3 
Feb 8, W 
Lecture 7 

Evaluating Portfolios, 
Market Efficiency, Alpha 

4:7-8; 11:1-3,5, 
24:1;    
S: 24:5-6 

HW 2; Data 3;  
11: 1-6,9,12,14,17,19,21,24,26,  
CFA 1-5,8-10;   24: 15 

Feb 13, M 
Lecture 8 

Long-term investing: 
Retirement and 
Endowments 

5:9; 28:5-7 
posted articles 

Trade 4;   

Feb 15, W 
Seminar 4 

Calculating alpha, 
practice midterm 

practice midterm 
posted online 

 

Feb 16, Th 
Lecture 9 

Behavioral Finance, 
Bubbles, midterm review 

12:1 HW 3; Data 4; Trade 5;   
12: 2-3,6-11, CFA 1-4 

Feb 22, W midterm  practice HW (not graded) 
Feb 27, M 
Lecture 10 

Present Value, Bonds 2:2; 5:1-3; 14:1-4; 
15:1-2,4-5; 
S: 15:3,6 

5: 1,5-6,13-15; 
15: 1-11,17, CFA 1-5 

Mar 1, W 
Lecture 11 

Yield Curve, Duration, 
Bond Portfolios 

16:1,3; 
S: 16.2,4 

Trade 6;   
16: 1-4,7,9,12-15 

Mar 6, M 
Lecture 12 

Equity Valuation, Price-
Earning Ratios 

2.3; 18.1-4,6; 
S: 18.5; 19 

18: 4,7,9-10,13-14,17,20, CFA 1-2 

Mar 8, W 
Seminar 5 

Bond pricing and duration 
matching 

  

Mar 10, F 
Lecture 13 

Default Risk, Credit 
Default Swaps, Sovereign 
Debt 

14:5 
 

HW 4; Data 5;  
14: 4-5,8-10,15-17,22-24,26-28, CFA 6 

Mar 16, Th  
Lecture 14 

The Credit Crisis 1:7, posted 
articles 

Trade 7;   
 

Mar 17, F  
Seminar 6 

Equity valuation   

Mar 20, M  
Lecture 15 

Option Strategies,  
Embedded Options 

20:1-4; 
S: 20:5-7 

HW 5; Data 6;  
20: 5-11,15,17-22,25-28 

Mar 22, W  
Lecture 16 

Option Pricing,  
Black-Scholes Formula, 
Greeks 

21:1-3; 20:5; 
S: 21:4-6 

Trade 8;   
21: 1-7,9-10,33,38, CFA 4 

Mar 29, W 
Lecture 17 

Futures and 
Commodities, VIX 

22:1-5; 23:5; 
posted articles; 
S: 23:1-4 

Trade 9;  
22: 2-5,7-10,12-14,16 

Mar 30, Th 
Seminar 7 

Option pricing I 
 

  

Apr 5, W 
Seminar 8 

Option pricing II, practice 
final 

practice final 
posted online 

Data 7; 
 

Apr 7, F 
Lecture 18 

Hedge Funds, final review 26:1-3,6;  
posted articles; 
S: 26:4-5 

HW 6; Data 8; Trade 10;  
26: 2,4,7-9 

Apr 12, W final exam  practice HW (not graded) 
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