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SYLLABUS

PART | — FINANCIAL MARKET STRUCTURE AND INSTRUMENTS

1. Market Organization and Structure
1.1. Functions of the financial system
1.2. Market Classification
1.3. Financial Instruments
1.4. Trading in Financial Markets
1.5. Security Market Indices
2. Pooled Investments
2.1. Investment Funds
2.2. The process of portfolio management

PART Il = THEORY OF PORTFOLIO MANAGEMENT

1. Portfolio Concepts
1.1. Definitions of risk and return
1.2. Emergence of portfolio theory
2. Mean — Variance Theory (MVT)
2.1. Efficient Portfolios: the two-asset case
2.2. Portfolios with a risk-free asset
2.3. Finding the efficient Frontier
2.4, Safety restrictions
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2.5. Internationally diversified portfolios

3. Return Generating Models
3.1. Single-factor models
3.2. Multi-factor Models
3.3. Estimation risk versus model risk

PART [l = SELECTING OF OPTIMAL PORTFOLIOS

1. Expected Utility Theory (EUT)
1.1. Introducing utility
1.2. Utility and risk aversion
1.3. Foundations of utility theory
1.4. Risk Tolerance functions
1.5. Optimal Portfolios
1.6. Basics on prospect theory
2. Alternatives to Utility
2.1. Maximizing long-term growth
2.2. Stochastic Dominance
2.3. Safety Criteria
2.4. Value-at-Risk
2.5. Conditional expected shortfall
2.6. Other risk issues

PART IV — MODELS OF EQUILIBRUM IN CAPITAL MARKETS

1. The Capital Asset Pricing Model (CAPM)
1.1. Assumptions of standard CAPM
1.2. Using CAPM
1.3. Empirically testing CAPM

2. The Arbitrage Pricing Theory (APT)
2.1. Assumptions of APT
2.2. Estimating and testing APT
2.3. APT versus CAPM

3. Market Efficiency
3.1. Forms of efficiency
3.2. Testing market’s efficiency
3.3. Week versus strong arbitrage

4. Behavioral Finance
4.1. Anomalies in financial markets



4.2. Behavioral issues and APT
4.3. Anomalies in financial markets
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