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Summary

This course provides introduction to the analysis of financial markets. We start with motivation for the existence of financial markets and a brief review of the history of financial development. Then, we discuss the specifics of different types of financial instruments, markets, and intermediaries. We continue with the analysis of investments under certainty, with main applications in the fixed income valuation and capital budgeting. Finally, we browse through a range of more advanced topics, including arbitrage pricing and market efficiency. This course provides the basic preparation for the more specialized finance courses, especially for students lacking real-world finance experience.
Course materials 

Chapter 3 of [6] provides an excellent survey of the main finance concepts. The organization of financial markets is well described in [5] and, in less detail, in several other books including [4] and [8]. The investment analysis under certainty is covered by many sources, e.g., [1], [2], [3], [8], and [9]. [4] and [9] are especially valuable for the topics devoted to fixed income instruments and derivatives. The supplementary materials will be made available at the website of the course http://www.nes.ru/~agoriaev/FFinance.htm.

1. Copeland, Thomas E., and J. Fred Weston, 1992, Financial Theory and Corporate Policy (third edition), Addison Wesley.

2. Elton, Edwin J., and Martin J. Gruber, 2002, Modern Portfolio Theory and Investment Analysis (sixth edition), John Wiley and Sons.
3. Haugen, Robert A., 2001, Modern Investment Theory (fifth edition), Prentice Hall.

4. Hull, John C., 2000, Options, Futures, and Other Derivatives (fourth edition), Prentice-Hall.
5. Madura, Jeff, 2003, Financial markets and institutions (sixth edition), Thomson.

6. Megginson, William L., 2001, Corporate Finance Theory, Addison & Wiley.
7. Бригхем Ю., Гапенски Л. Финансовый менеджмент: полный курс. В 2-х т. СПб.: Экономическая школа, 1997.
8. Малюгин В.И., Рынок ценных бумаг: Количественные методы анализа, М., Дело, 2003.
9. Шарп У.Ф., Александер Г.Дж., Бэйли Дж.В., Инвестиции. – М: Инфра-М, 2003.
10. Энциклопедия финансового риск-менеджмента. Под ред. А.А.Лобанова и А.В.Чугунова. – М: Альпина Паблишер, 2003.

Course requirements and grading
The main theoretical and applied concepts will be discussed during the lectures. Seminars will be devoted to the specifics of trading in Russian and other emerging markets as well as cases and problems. The course grade will be based on two home assignments (50%) that can be done in the groups of 2 students and closed-book final exam (50%). The first assignment will involve writing an essay on a given topic and presentation in the class; the second one will be based on numerical problems. Active class participation will be rewarded by adjusting the grade upwards when it is on the margin. To receive a satisfactory grade, one should score at least 20% of the final exam points.

Course outline and readings
1. Introduction to financial markets: motivation, typical issues and myths
Sources: [1] ch. 1; [5] ch. 1; [9] ch. 1;
2. Financial instruments: specifics of stocks, bonds, and derivatives, term structure of interest rates, indices, typical investment strategies
Sources: [1] ch. 3, 8-9; [2] ch. 2, 20, 22-23; [3] ch. 2, 14, 17, 20; [4] ch. 1-2, 4-6; [5] ch. 3, 7, 10, 13-15; [6] ch. 9; [7] ch. 14-16; [8] ch. 1; [9] ch. 5, 14, 17, 20-21; [10] ch. 1-2;
3. Market microstructure: classification of financial markets, organization of trade
Sources: [2] ch. 3; [3] ch. 2; [5] ch. 12; [6] ch. 9; [8] ch. 1; [9] ch. 2-3;
4. Financial intermediation: commercial and investment banks, mutual and pension funds, etc.
Sources: [3] ch. 2; [5] ch. 17, 24-26; [6] ch. 9; [8] ch. 1; [9] ch. 22;
5. Investment analysis under certainty: capital budgeting, pricing of fixed income instruments
Sources: [1] ch. 2; [6] ch. 4, 6; [8] ch. 2; [9] ch. 15, 18;
6. Introduction to more advanced topics: arbitrage pricing, market efficiency, risk measurement, behavioral finance, law and finance, etc.
Sources: [4] ch. 9; [6] ch. 1;
Themes for assignment 1 (essay and presentation, for 2 people unless otherwise stated)
· Financial instruments: world (US) vs Russia
· Sources of financing of big corporations (e.g., top companies in each industry)

· Modern history of derivatives (types, trading volumes, etc.)

· Mortgage market
· Indices (different segments of stock and bond markets; real estate, mutual/hedge funds, etc.)
· Financial markets: history, organization of trade, statistics (# instruments, # traders, trading volume, dynamics of main indices, etc.)
· NYSE

· NASDAQ

· RTS and MICEX

· Financial intermediaries: world (US) vs Russia (industry numbers; structure, operations, strategy, performance, etc. of the leading company)
· Commercial banks

· Investment banks

· Mutual funds

· Pension funds (1 student)
· Hedge funds (1 student)
· Insurance companies (1 student)

· Private banking and wealth management (1 student)

· Supervisory bodies: world (US) vs Russia (structure, functions, evolution)

· Regulators (e.g., the Fed, SEC, and FDIC in the US)
· International financial institutions (World Bank, IMF, IFC, EBRD)

· BIS and Basel committee (1 student)

· Rating agencies (S&P, Moody’s, and Fitch)
· Behavioral finance
· Survey of selected articles
· Law and finance
· Survey of selected articles
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