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1 STAFF CONTACT DETAILS 

 

Position Name Email 
Availability; 
times and 
location 

Phone 

Lecturer-
in-
charge 

Anthony Asher a.asher@unsw.edu.au
By 
appointment. 
Quad 2058 

9385 7619 

Invitations will be extended to guest lecturers with significant experience in the 
management of investment markets or financial institutions to provide background 
knowledge on the role of actuaries.  
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2 COURSE DETAILS 

2.1 Teaching Times and Locations 

Lectures will be held at the Kensington campus at times and in lecture rooms as 
shown in myUNSW. Students will be assigned to one of two groups (A or B) at the 
beginning of the Semester & except for weeks 1, 6 and 12, the format of the face to 
face learning will be: 

Time Groups 
5pm thru 6:30pm A 
6:30 pm thru 7:30pm A & B

7:30 pm thru 9:00pm B

In weeks 1, 6 & 12 all students should attend from 6pm through 8pm. 

This course is available to both 4th year Honours and Co-op undergraduate students and 
Master of Actuarial Studies and non-award postgraduate students. The undergraduate 
and postgraduate classes will be combined for the lecture, but separate tutorials will be 
held. The assessment is the same for both classes. 

2.2 Units of Credit 

The course is 6 UOC.  

2.3 Summary of Course  

This course covers the knowledge, skills and judgement necessary to understand 
investment management, and asset liability modelling with an emphasis on practical 
application in areas of actuarial work. It covers the design and monitoring of investment 
strategies for a range of liability profiles including those of life insurers, general insurers 
and superannuation funds.  

2.4 Course Aims and Relationship to Other Courses 

The course relies on earlier courses in economics, accounting and the mathematics of 
finance. It brings together concepts from each of these areas and applies them to the 
determination of appropriate assumptions for actuarial processes such as asset and 
liability valuations and projections, and the selection of investment strategies.  

The course has been designed to cover the International Actuarial Association syllabus 
covering Investments and Asset Analysis, and the Institute of Actuaries of Australia 
Investments professional syllabus for part IIB. (see Appendix for the reconciliation with 
part IIB)  

2.5 Student Learning Outcomes 

By the end of this course, you should be able to:  

1) Identify the motivations of the main classes of investors: explicit and implicit, rational and 
behaviourally biased. Use this to provide a coherent critique of the investment objectives of 
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individuals and financial institutions, and be able to construct appropriate alternatives. 
[LO1] 

2) Understand the characteristics of the main asset classes, how they might be rationally 
valued, and the impact of socio-economic uncertainty, demographic and technological 
change and behavioural biases on their underlying returns and valuation. [LO2] 

3) Explain the behaviour of investment markets in terms of the changing resources and 
motivations of investors and of changing valuations, and be able to provide a convincing 
refutation of naive versions of the major economic and financial theories relevant to 
investments. [LO3] 

4) Judge whether asset and liability models are fit for purpose, determine appropriate 
investment market assumptions for asset and liability valuations and projections, and 
construct simple models. [LO4] 

2.6 ASB Graduate Attributes 

UNSW puts considerable emphasis on Graduate Attributes. The UNSW graduate 
attributes are available on: https://my.unsw.edu.au/student/atoz/GraduateAttributes.html.  
These are translated into the ASB’s Graduate Attributes:  

 Critical thinking and problem solving: Graduates will be able to collect, analyse and 
evaluate information and ideas, and define and solve problems [GA1] 

 Communication: Graduates will be able to communicate effectively and confidently 
in oral and written forms, in a diverse range of contexts [GA2] 

 Teamwork and Leadership: Graduates will be able to display collaborative skills in 
teamwork and a capacity for leadership [GA3] 

 Social, ethical and global perspectives: Graduates will be able to demonstrate 
understanding of social and global perspectives on a range of cultural, 
environmental and economic spheres of engagement [GA4] 

 In-depth engagement with relevant disciplinary knowledge: Graduates will be able 
to apply their in-depth knowledge of disciplinary fields in their practice [GA5] 

 Professional skills: Graduates will be able to demonstrate the capacity to plan and 
manage their study and workloads to achieve self-direction, and personal and 
professional goals [GA6] 

(http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattri
butes/Pages/default.aspx ) 

These are the qualities, skills and understandings we want you to have by the completion 
of your degree. 

 In this course, the aim is to contribute to the development of all of these attributes through 
lectures, interactive class discussions, individual presentations, and assignments. They 
are assessed by your presentation and the ability to concisely answer the assignment and 
the examination questions.  
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3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approaches to Learning and Teaching in the Course 

The primary learning approach used in this course is “guided self-learning”. This approach 
is used as this is expected to allow students the best opportunity to learn and retain the 
course material through self-learning, assisted by discussions to develop the main 
concepts. Guided self-learning is expected to provide a greater depth of understanding of 
the concepts compared to traditional lecture styles and facilitate a higher level of 
understanding of the issues so that students can apply their knowledge to new situations 
encountered in the financial sector. Guided self-learning also equips students for lifelong 
learning through providing the framework for self-learning. 

3.2 Learning Activities and Teaching Strategies 

The teaching strategy involves: 

 Students preparing for a lecture by reading relevant material, and identifying 
issues they are uncertain of for discussion in the class 

 Lectures consisting of highlighting the main points that need to be understood, 
accompanied by discussion points where the class is expected to contribute and to 
provide feedback to the lecturer that the topics have been understood 

 Presentations where the student is expected to research a topic and then develop 
a lecture for their peers, accompanied by discussions by the class 

 Overall the strategy revolves around highlighting the main issues that need to be 
understood, accompanied by extensive discussion to provide feedback that the 
issues were understood and to correct misunderstandings. 

The learning experience will primarily involve guided self-learning through a 
combination of: 

 Interactive lectures by the course coordinator or industry practitioners 
 Class discussions in small groups 
 Student presentations 
 One to one discussions with the course coordinator where students have 

difficulties with particular concepts 
 Feedback through assignments, comments on class discussions 

The period when all students are present will include: 

 Any announcements relevant to the course (which will also be on the Course 
website) 

 The lecture by the course coordinator or guest 
 Discussions on assessments 
 Small group discussions 

The periods when only one group of students is present will include: 

 Student presentations 
 Feedback on what students learnt during the discussion 

Students are not permitted to bring into the lectures any sound or video recording 
devices. 
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4 ASSESSMENT 

4.1 Formal Requirements 

In order to pass these courses, you must: 

 achieve a composite mark of at least 50%; and 
 make a satisfactory attempt at all assessment tasks. 

In order to gain an exemption from the Institute of Actuaries of Australia Part II course you 
must obtain an aggregate 75% in ACTL4001 and ACTL4002 and ACTL4303 or 
ACTL5100 and ACTL5200 and ACTL5303. 

4.2 Assessment Details 

Assessmen
t Task 

Weightin
g 

Learning 
Outcome
s 
assesse
d 

ASB Graduate 
Attributes 
assessed 

Length Due Date 

Mid Session 
exam 

10% LO1-LO4 
GA1, GA2, 
GA4, GA5 

1 hour Week 6 

Presentation  15% LO1-LO4 
GA1, GA2, 
GA4, GA5, GA6 

10 mins 
As scheduled 

on Course 
website 

Assignment 15% LO1-LO4 
GA1, GA2, 
GA3, GA4, GA6 

4 pages Week 10 

Final 
Examination 

60% LO1-LO4 
GA1, GA2, 
GA4, GA5, GA6 

2 hours 
As advised by 

UNSW 
TOTAL 100%     

Whilst feedback will be provided to students after their assessment tasks have been 
completed, students should note that the final assessment can involve scaling of 
overall marks to adjust for varying difficulty across years and to adjust for variations in 
marking standards of different examiners. In addition, in this course, the Institute of 
Actuaries of Australia will assess the results and needs to agree on the overall level of 
marks, which may result in some further scaling of marks.  

4.2.1 Presentations 

The presentations are intended to develop your skills in research and your ability to 
concisely and coherently present your ideas. They are intended to be part of achieving the 
relevant learning outcomes and graduate attributes. 

The presentation topics are as set out in this Course Outline and your presentation is due 
as scheduled on the Course website. The presentations must be between 10 to 12 
minutes each, and you would be expected to spend some 4or 5 hours on preparing. Some 
topics will require some research of your own; others refer to specific papers, which you 
will need to summarise. Wikipedia is often a useful source, but you must check their 
references. Some of the topics can be answered easily, but you are expected to give 
background and reasoning for your answer. Other topics are more complex and so the 
extent and depth of your research will necessarily be limited to the main points.  
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Students may agree between themselves to swap presentations provided both students 
involved notify the Course Coordinator at least 1 week before the first presentation is due. 

Grading will take into account: 

 Has the topic been adequately covered? (ie have you addressed the topic?) 
 Thought given to how best to answer the topic (ie how can I best communicate the 

main ideas particularly?) 
 Structure (ie do the ideas flow properly?) 
 Depth of understanding (ie has the student thought through the issues or just 

regurgitated the class discussion/notes/text book/Wikipedia?)  
 Presentations must include PowerPoint slides and a copy made available to the 

Course Coordinator to put onto the Course website in the week following the 
presentation. 

4.2.2 Mid Session & Final Exam 

The exam content is reviewed by the Actuaries’ Institute, and the papers are also 
reviewed by a representative of the Actuaries’ Institute. The exams are intended to test 
your knowledge of the material covered as well as your ability to concisely express 
yourself. You will be expected to be able to apply material learned to different situations.  

4.2.3 Assignment 

The assignment is intended to develop your skills in research, your understanding ability 
to concisely and coherently present your ideas, as well as work in groups.  

The assignment requires you to model stock market returns, inflation and short term 
interest rates based on data of the past 40 years at least – for either Australia or the USA. 
Your model must provide at least 5 different but realistic scenarios for the next 20 years 
for stock market and interest rates. 

You will be assigned to a group of three or four. The group must meet enough times for 
each member to have a chance to chair the meeting and to take the minutes for that 
meeting. Different members must be allocated different tasks on which they must report 
progress at least once. Each stage (collection of data, modelling, documentation and 
graphing) must be checked by a different member of the group. 

Your group report must in 11 point Arial font on A4 paper. It should include no more than 
two pages of minutes, a page of summary documentation of the Excel or other code, and 
a page of graphs that show both your historical data and the projected scenarios. (If you 
have an internal group dispute over the minutes, the dissenting party or parties can 
include a comment as to the reason for their dissent attached to the offending item). Each 
member must also attach a personal report of no more than one page reflecting on the 
briefly on the functioning of the group, your justification for the choice of the model 
chosen, and your opinion on the quality of the calibration. 

Grading will take into account: 

 The structure and content of your report  
 Have team meetings (the minutes you took), and the model been appropriately 

documented? 
 Do the projections appear consistent with the historic data? 
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 Do you appear to have made a positive contribution to the team? 
 

4.2.4 Quality Assurance 

The ASB is actively monitoring student learning and quality of the student experience in all 
its programs. A random selection of completed assessment tasks may be used for quality 
assurance, such as to determine the extent to which program learning goals are being 
achieved. The information is required for accreditation purposes, and aggregated findings 
will be used to inform changes aimed at improving the quality of ASB programs. All 
material used for such processes will be treated as confidential and will not be related to 
course grades. 
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5 COURSE RESOURCES 

The textbooks for this course are: 

 Fitzherbert R (2004) Investment Principles for Actuaries, Institute of Actuaries of 
Australia 

 MPPV- McMillan, MG, Pinto, JE, Pirie, WL & Van de Venter G (2011) Investments: 
Principles of Portfolio and Equity Analysis CFA Institute 

 UAM (ACC) • C Bellis, Richard Lyon, Stuart Klugman and John Shepherd,(2010) 
Understanding Actuarial Management, Institute of Actuaries of Australia & Society 
of Actuaries, Second Edition 

Other papers that are considered relevant will be available on Course website. 

The Course website site for this course will contain the Course Outline, presentations 
made by lecturers, presentations made by students, and any notices relevant to this 
course. It is important that you visit the site regularly to see any notices posted there by 
the Course Coordinator. 
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6 COURSE SCHEDULE 

Week 
Number 

Lecture & Tutorial Topic 
Recommended 

Reading 

1 

 Introduction to the course and learning methods  
 A helicopter view of asset and liabilities across society 
 The nature & role of judgement in professional 

education 

Fitzherbert 1 

2 

 The main classes of investors: 
o Individuals and families 
o Financial institutions (Long term investors & banks) 
o Private & public business corporations 
o Private & public endowments (incl. sovereign 

funds) 
 Motivation of investors and managers: explicit and 

implicit (incl. utility, collateral objectives and ethical 
constraints) 

 Inflation risks 

Fitzherbert 6 

UAM(ACC) Ch4 

MPPV Ch 1,5 

3 

 Characteristics of main asset classes & instruments 
(equity, debt, property & commodities, derivatives), 
complex & heuristic valuation techniques, data 
requirements & sources  

Fitzherbert 2,4 

MPPV Ch 1,8-10 

4 

 Market structure: stock markets etc 
 Forces of change: economic, environmental, 

demographic & technological and economic cycles 
 Behavioural biases and agency theory 
 Returns, volatility and dependence 

Fitzherbert 3 

MPPV Ch 1,3 

5 

 The banking system  
o The payment system (including currencies)  
o Central banks and monetary policy 
o Money and credit – and pro-cyclicality 

 Derivative markets and their function 

 

6 

 Positive economics vs professionalism 
o The role of assumptions 
o The role of standards and ethics 

 The inadequacies of naïve theories (EMH, CAPM) 
 Testing alternative theories  

MPPV Ch 3,5,6, (12) 

Midsession Exam 

7 

 Building investment models 
o Dependence structures, clustering and mean 

reversion 
o Calibrating assumptions (including tax) 

UAM(ACC) Ch9  

8  Developing and communicating investment objectives 
 Matching assets and liabilities 

Fitzherbert 7 
MPPV Ch 7 

9  Asset allocation and portfolio construction 
Fitzherbert 8 
MPPV Ch 4 

10 
 Management of an investment management company 
 Measuring performance and the control cycle 

 

MPPV Ch 2 
Assignment Due 
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11 

 Regulation and disclosure 
o ASIC and accounting standards 
o FSC, ASFA and other industry bodies   
o Actuarial Codes and Guidance 
o CFA, GIPS & other codes of standards and ethics 

UAM(ACC) Ch3 

12  Revision  
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7  PRESENTATION TOPICS 

Week 2 

Topic 1 
Do we need to contribute 12% of our salaries to achieve a comfortable 
retirement? 1 

Topic 2 
How much do the world’s sovereign wealth funds have to invest, and where 
do they invest it? 

Topic 3 
Tobacco manufacturers appear to have returned higher returns than other 
companies. Could this be because ethical investors have avoided them? 

Topic 4 The history of inflation – as far back as we can go. 

Topic 5 Australian financial institutions: history of their assets and liabilities2 

 

Week 3 
Topic 
1 

How much equity does a company need? Is it different for financial and other 
companies, and does it affect the value of their shares? 

Topic Explain why firms use different forms of debt and preference shares to raise 
capital 

Topic 
3 

How reliable are rating agencies especially when comparing different types of 
borrowers? 

Topic 
4 

What are the assumptions underlying common heuristic models: PER, DY, 
Tobin’s Q? 

Topic 
5 

What are the assumptions underlying common heuristic models in the 
property market: capitalization rates, rent reversions, refurbishment 

 

Week 4 
Topic 
1 

Outline the main business cycle theories.  

Topic 
2 

Why do investment banks in the USA charge more than elsewhere for 
IPO’s and other services? 

Topic 
3 

What are the expected impacts of aging on the world’s supply of capital and 
market returns? 

Topic 
4 

Is there a link between the legal rules governing agency and economic 
agency theory? 

Topic 
5 

Can investment managers be real experts?3 

                                                 

1 Probably needs some simple Excel calculations 

2 APRA and RBA websites have lots of data 

3 Kahneman D,&  Klein G (2009) Conditions for intuitive expertise: a failure to disagree.  American 
Psychologist.  64(6):515-26. 
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Week 5 

Topic 1 
Discuss whether monetary and fiscal policy has more impact through the 
media on public opinion than directly on spending and investment 
decisions. 

Topic 2 Does money creation cause asset price inflation?  

Topic 3 
Would a “Tobin tax” reduce speculation or increase risk to the banking 
sector?  

Topic 4 How much market volatility risk can the Australian banking sector absorb? 

Topic 5 Do hedge funds increase or reduce market volatility? 

 

Week 7 

Topic 1 
Contrast the role of assumptions in positive economics and in actuarial 
work4 

Topic 2 How can we estimate the equity risk premium?5 

Topic 3 What are the main characteristics of market volatility?6  

Topic 4 
Compare and contrast regime shifting models of investment markets with 
those incorporating ARCH?       

Topic 5 Do investment markets mean revert? 

 

Week 8 

Topic 1 
Compare the investment objectives of one of the balanced options in each 
of the PDS’s of a retail super fund, a managed fund from another 
organization and of an industry fund. 

Topic 2 
How can utility functions reflect different understandings of people’s 
objectives?7 

Topic 3 Contrast matching, hedging and immunization and where they are used. 

Topic 4 
Can employers offer meaningful guarantees that a DB superannuation fund 
will meet member’s reasonable benefit expectations? 

Topic 5 
What is the likely impact of the Australian Future Fund’s investment 
objective on the amount of risk it takes over time? 

 

                                                 

4 Friedman, M. (1953) “The methodology of positive economics” Essays in Positive Economics 
University of Chicago Press 
5 Damodaran, A. (2011) “Equity Risk Premiums (ERP): Determinants, Estimation and Implications - 
– The 2011 Edition”. http://pages.stern.nyu.edu/~adamodar/ 
6 Can start with the Actuaries’ Institute information note on Volatility 
7 See Clark, A, Frijters, P & Shields, M, 2008, Relative income, happiness, and utility: An 
explanation for the Easterlin paradox and other puzzles. Journal of Economic Literature 46.1: 95-
144. 
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Week 9 

Topic 1 Does the Kelly criterion provide a useful investment strategy? 

Topic 2 Bottom up vs top down: which do you think is a better guide? 

Topic 3 
Dependence structures: can we expect correlations between asset classes 
to be stable? 

Topic 4 The impact of changes in interest rates on equity prices and vice versa?8 

Topic 5 What is the real relationship between equities and inflation? 

 

Week 10 

Topic 1 
What are the criteria for choosing investment managers in the Australian 
market? 

Topic 2 Boutique managers: why do they get business?  

Topic 3 
Why do you think the Barra analysis of investment markets has not caught 
on as a practical method of reporting investment performance? 

Topic 4 
How do you measure the market impact of your dealing if you have delegated 
investment management to a professional company?

Topic 5 
How would you measure the total charges paid by an Australian 
superannuation fund for all its investment management costs? 

 

Week 11 

Topic 1 
What common (or public goods) goods can be created in the investment 
management industry?  

Topic 2 
In the context of accounting standards, what is fair value and is it helpful in 
determining the value of a company?  

Topic 3 Do you think insider trading should be illegal? 

Topic 4 
Can investment managers deal ethically on their own account or should 
they only “eat their own cooking”? 

Topic 5 
Do you think Australia’s new Future of Financial Advice legislation will fulfil 
its objectives? 

                                                 

8 Adams, A, Armitage S & FitzGerald A, " An analysis of stock market volatility”  Annals of Actuarial 
Science (2012), 6 : pp 153-170 
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APPENDIX: COVERAGE OF ACTUARIES’ INSTITUTE LEARNING 
OUTCOMES 

The following table indicates the Actuaries’ Institute Learning Outcomes and in which 
lectures these are covered in these courses: 

AI Learning Objectives Covered in Lecture 
1  Describe and critically evaluate the types of investments; their 

attributes in varying circumstances; valuation methods including 
assumptions and limitations; and the critical application of models 
from economics and finance to investment management. 

1,3,7 

1.1 Describe and critically discuss the characteristics and behavior of 
different investment types under different economic conditions, 
understanding the relationship between risk and return  

2,3,4 

and recognizing risk factors which include: 
 issuer default,  
 counterparty failure,  

3 

 systemic liquidity,  
 the collapse of speculative bubbles, shocks to the economic 

system and  
 cyclical/structural changes. 

4,5 

1.2 Develop an understanding of the methods used for valuation of 
the common forms of debt, equity, property and derivative 
securities. In particular students should be aware of: 

 the valuation methods and principles 
 data requirements and sources 
 the implicit assumptions and limitations of these models 

3,6 

1.3 Develop an understanding of the application and limitations of the 
major economic and financial theories relevant to investment, and 
be able to critically evaluate these theories including: 

 the efficient market hypothesis 
 the capital asset pricing model 
 multi-factor pricing models 
 theories from behavioural finance 

6 

2  Construct, critically evaluate and apply asset models of a stochastic 
nature that are appropriate to the management of liabilities, and be 
able to: 

7 

2.1  Define appropriate investment objectives based on the liability 
profile of a fund 

8 

2.2  Specify appropriate investment constraints, based on the liability 
profile of a fund 

8 

2.3  Identify the characteristics of different types of asset models. 7 
2.4  Critically evaluate the appropriateness of an asset model for a 

given context 
6,7,8 

2.5  Derive consistent asset assumptions for asset models, taking into 
account historical data, prevailing industry expectations, 
contemporary investment literature, and other practical 
considerations such as tax. 

6,7,8,11 

2.6 Apply asset assumptions, and the linkages contained within asset 
models, to real world situations. 

8,9,10 
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2.7  Describe and critically evaluate different approaches to asset 
allocation. 

9 

 


