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Iiatioililie: l:inancial markei provides instruments of saving for households an6 sourcps olinvestment
funds lor fitr:s. To nalie profitable investrnent in the financial market and avoid losses investors need
basic l<norviedge about tire marliet. The course shorvs how prices of various types of securities are
detelnrinr:d ancl i'ou,the;, are affected by variorrs f'actors in the market.

i)rerequisites: lVlicloeconornics, Macroeconomics. and Statistics.

Cctrt'se {}b;ttctive: l'he main purpose oi'1he course is to make students farniliarwith the various ti'pes
olfillancial inslt'tltilents available in the marliet and horv to invest in these instruments. Throu{:hout
the coilrse. studettis will learn when to bu,v ancl rvhen to sell financial securities.

Intended Learning Outcomes: After successltl completion of the course, students willbe able to:
l. ciiiierentiate betrveen printarl, and secondary securities;
2. treasure the riskiness ol securities:
i. unclelstand the trading system ofa stock exchange,
'1 deterrrne the prices olfixed-income securities like bonds and treasury bills; ancl
5. rrndersta*d the pricing of cierivative securities like options and slvaps.

Course Content:

1. Introriurtion: Secr,rities; Security mar"1<ets; Fi.anciai intermediaries.
2. Investinent: Meanir.rg ol investment; Financial and economic meaninq of investrnent:

Characteristic of investment; Objectives of investment: Investrnent vs. speculation: Investment
vs. gambling; Types of investment.

3. Sccriritv N{arkets: Class of securities: Financral marhet; Segments olfinancial market; Types of
finrnciai mat'l<et; Participants in the financial market; Regulafory en'ironment, trri*u,--u
trarkets: Metht'd of floating nerv issues; Principal steps in floating a public issue; Book
btriiding; Roie ol primary marl<et; Regulation of primary marliet; Oiganized exchanges call
rnarkets: Continuous rnarket; Clearing houses.

'{. Vaiuation of Risi<less Securities: Spot rates; I'onvarciratcs: Discount factors: yieicl curves term;
StrLicttlre theories; Ur-lbiased expectation theory; I-iqtiiciity perlormance theory; Marl<el
segrlentatj0n theory.
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: : ,i.i - r.3 selection pioblJln: -:asri.e s3t rrf poltfolios: Efficient set ot'pcrtfblios;
- -r.:. ,..orrtblio: Liuritarion. ol \1a:'ko',r.itz moclel; Single index model; Multi-

, : ll'.lrket nodel: Diversifi;ation

. .'r: irng & Borrorving: Allor.ving lor risk ti'ee lentiing and borrolving: effects on the

' , .:-.: orl Poltfolio selection

- j',i;il .\sset Pricing Model (CAPM): The capital trlarket line; The security market line;

, ,: 13. ::lOdel.

-i Arbitrage Pricing TheorY: A new

Slathesis of APT and CAPM'
approach to explaining asset prices (APT); Factor tncdels;

.: ik f rchanges: What is a stocli exchange; Functior.rs of stock

i,,:-.;.aciesh: Organization, membership and tr.ianagernent of I

.;ut'ities: Permitted securities: Regulatiorr of stock exchange'

Irading system in Stoch Exchanges: 
-lrading system; Types of orders: Settler.ncltt;

speculation; t ypes of speculators; H,tar*gin trading; Depositories; Stock market quotations anil

n Jices.

I L. S5are Valuation: Concept of present Yalue; Share valuation model: Orte-year holding period;

Vultiple- year holding period; Constant grorvth model; Muitiple grorvth nioCel; I\,1Lrltiplier

approach to share valuation; Regression arlal-vsis'

D.. Bond valuation: Bond returnsl coupon rate; current yield; Spot interest rate; \'icld 1o

ruraturitl, (YTM); Yield to call (YTC): Bond prices; Bond pricing theoretns; Bond risks;

Defauli risk; lnterest ra'ie risk: Bond duriition: Convexity, Irr-rmunization: Active lnanagelllcni:

Passive managenlent; Bond vs. stoci(s.

13. Options
a..lypesoloptioncontraots;Call&putoptions;Index&ctheroptions.
b. Valua1ion of options.

c. 'fhe binomial option pricing moclel; The Black-scholes modei for call op'Lions'

d. The valuatiort of Put oPtions.

e" Porllolio insurance.

14. F:utures: lledging and speculation: Futurers contract: Futures markets; Futi.tres prices: Expectecl

spot and current spot piicls; Commoditv futlu'es & financial plice futures; S.vnthetic tirtures:

F utures vs. oPtions.

15. pr,Iutual i-unds & Performance Evaluation: Investtnent compatlies: Calculation ol' fund

t.etllsts. Risk-acljusted perlorntance; Conrponents of iuvestment pellotmancc.

16. The Sn,ap Marliet: Plain vanilla s\!aps: Motivation lor srvaps; Srvap faciiitators; Srrap p|icirlg'
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