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1 STAFF CONTACT DETAILS 
 
Lecturer-in-charge: Minxian Yang 
Room:   ASB452 
Phone No:  9385 3353 
Email:   m.yang@unsw.edu.au 
 
Consultation Times: Fridays 11-14 (or by appointment) 
 
Tutor names:  A full list of tutors will be posted on Course Website. 
 

1.1 Communications with staff 
 
You should feel free to contact your lecturer(s) about any academic matter. However, it 
is strongly encouraged, for efficiency, that all enquiries about the subject material be 
made at lectures or tutorials or during consultation time. Discussion of course subject 
material will not be entered into via lengthy emails.  
 
Email correspondence on administrative matters (e.g. advising inability to attend a 
tutorial) will be responded to within 48 hours, but not over weekends. Please note that 
the lecturer has no advance notice of the date and time of the exam. 
 
2 COURSE DETAILS 

2.1 Teaching Times and Locations 
Lectures start in Week 1 (to Week 13, except Week 11 with Labour Day, 1/Oct/2012): 
The time and location are 
 
Monday 14:00-16:00, Law Theatre G04 (K-F8-G04) 
 
Tutorials start in Week 2 (to Week 13, except Week 11 with the Labour Day): 
A full list of tutorials, times and tutors will be on the Course Website. 
 

2.2 Units of Credit 
The course is worth 6 units of credit. This course is taught in parallel to both 
undergraduate and postgraduate students.  
 

2.3 Summary of Course  
This course is an introduction to the econometric principles and techniques commonly 
used for analysing financial data. This course will cover 

• key empirical characteristics of financial data; 
• inference methods for the capital asset pricing model, arbitrage pricing model 

and market efficiency; 
• inference methods in simple time series models; 
• concepts of volatility, loss, risk and “Value-at-Risk”; 
• modelling volatility and applications in GARCH framework; 
• multiple time series models; 
• modelling long-run relationships among financial time series. 

mailto:m.yang@unsw.edu.au�
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2.4 Aims and Relationship to Other Courses 
The course aims to provide students with the basic framework for modelling financial 
time series data. In particular, it will benefit students in terms of: 
 

1. Developing their ability to model the expected mean and volatility in financial 
data as a means to a more informed assessment of the risk and return 
associated with different investment strategies; 

2. An awareness of the empirical evidence supporting alternative models of 
asset price determination; 

3. Developing their proficiency with the computer skills required to actually 
model financial data in practice (students should be proficient in EViews by 
the end of the course). 

 
This course is offered as part of the economics stream in the B.Com and B.Econ 
degrees (ECON3206) and M.Com degree (ECON5206).  
 
A prerequisite for ECON3206 is ECON2206 Introductory Econometrics (or more 
advanced course in Econometrics or Statistics), and ECON2209 Business Forecasting 
or ECON3107 Financial Economics or ECON3208 Econometric Methods or 
ECON3209 Statistics for Econometrics. The course requires good mathematical and 
statistical skills.  
 
A prerequisite for ECON5206 is ECON5248 Business Forecasting or ECON5203 Data, 
Models and Decisions if completed (no longer offered). 
 

2.5 Student Learning Outcomes  
On completion of the course, students should be able to: 
 

1. Statistically describe financial data  
2. Interpret financial data 
3. Apply basic models/methods to analyse financial time series 
4. Model the mean behaviour of financial time series. 
5. Model the volatility in financial data and perform Value-at-Risk calculations that 

are used as an input into the financial decision making process. 
6. Model the long-run relationships among financial time series.  
7. Be proficient at econometric modelling of financial data using the software 

program EViews, which is widely used in the commercial world.  
 
Graduate Attributes 
 

Learning 
Outcomes 

ASB Graduate Attributes Attribute 
No. 

1-7 Critical thinking and problem solving 1 
1, 2 Communication 2 
1, 2 Teamwork and leadership 3 
1, 2, 3 Social, ethical and global perspectives 4 
1-7 In-depth engagement with relevant disciplinary 

knowledge 
5 

1-7 Professional skills 6 
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3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 
The philosophy underpinning this course and its Teaching and Learning Strategies are 
based on “Guidelines on Learning that Inform Teaching at UNSW. These guidelines 
may be viewed at: www.guidelinesonlearning.unsw.edu.au. Specifically, the lectures, 
tutorials and assessment have been designed to appropriately challenge students and 
support the achievement of the desired learning outcomes. A climate of inquiry and 
dialogue is encouraged between students and teachers and among students (in and 
out of class).  The lecturers and tutors aim to provide meaningful and timely feedback 
to students to improve learning outcome. 
 

3.2 Learning Activities and Teaching Strategies 
The examinable content of the course is defined by the references given in the Lecture 
Schedule, the content of Lectures, and the content of the Tutorial Program. 
 
Lectures 
The purpose of Lectures is to provide a logical structure for the topics that make up the 
course; to emphasize the important concepts and methods of each topic, and to 
provide relevant examples to which the concepts and methods are applied. 
 
Tutorials 
Tutorials are an integral part of the subject. Tutorial questions and discussions will 
gradually build on the material discussed in lectures. These exercises allow students to 
practise and better their understanding of the material covered in lectures. 
 
Out-of-Class Study 
While students may have preferred individual learning strategies, it is important to note 
that most learning will be achieved outside of class time. Lectures can only provide a 
structure to assist your study, and tutorial time is limited. 
 
A recommended strategy (on which the provision of the course materials is based): 
 

• Reading of the relevant chapter(s) of the text/notes/slides and other required 
material (if any) before the lecture. This will give you a general idea of the 
topic area. 

• Attending lectures, where the context of the topic in the course and the 
important elements of the topic are identified. The relevance of the topic should 
be explained.  

• Attending tutorials and attempting the tutorial questions beforehand. 
 
  

http://www.guidelinesonlearning.unsw.edu.au/�
http://www.guidelinesonlearning.unsw.edu.au/guideline16.cfm�
http://www.guidelinesonlearning.unsw.edu.au/guideline16.cfm�
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4 ASSESSMENT 

4.1 Formal Requirements 
In order to pass this course, you must: 
 

• achieve a composite mark of at least 50 out of 100; 
• make a satisfactory attempt at ALL assessment tasks. This means attendance 

at 80% of tutorials (9 tutorials) and a mark of at least 40% in all assessment 
items; 

AND  
• Achieve a satisfactory level of performance in the final exam, which means a 

minimum 46% of the final exam.  
 

4.2 Assessment Details 
Assessment details are listed in the table below. Please note that employment 
obligations or holiday/travel plans of any kind are not acceptable reasons for 
failing to complete any assessment items.  
 

Assessment 
Task 

Weighting Learning Outcomes 
assessed 

Length Due Date 

Tutorial 
participation 
and discussion 

5% 1-7 See 4.3 below  

Assignment 15% 1-7 No more than 
8 pages 

Tut time 
Week 12, 
8-12 Oct 
2012 

In-tutorial Tests 20% 1-6 15 minutes 
each 

Weeks 5 
and 9 

Final Exam 60% 1-6 2 hours University 
Exam 
Period 

 100%    

 

4.3 Tutorial Participation and Discussion 
 
Marks Guide for Tutorial Participation and Discussion 
0  Below 80% of attendance (9 tutorials) as required by UNSW and ASB 

rules. Students must sign on by 10 minutes from start of tutorial to 
qualify as ‘in attendance’. Signing on for another student will be treated 
as misconduct. 

2 Has satisfied the attendance requirement (attended 9 tutorials). 
3-5 Has attended more than 9 tutorials and contributed to class discussion in 

relevant and constructive ways. 
If, owing to illness or other exceptional circumstances, you are unable to attend your 
usual tutorial, you may try to attend another tutorial in the same week. However, you 
are required to attend your usual tutorial class at least 9 times during the session. This 
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allows for occasional absence due to minor illness and other reasons, hence special 
consideration applications will not reduce this requirement.  
 
Students should also note that, in certain circumstances, such as where a request for 
special consideration is made in relation to assessment items, tutorial attendance will 
be taken into account in determining your final assessment or whether special 
consideration is granted.  
 

4.4 In-tutorial Tests  
There will be two written in-tutorial tests in Weeks 5 and 9. Students will have 15 
minutes to complete each test. The tests will cover learned material up to Weeks 4 and 
8 respectively. 
 
Students must sit the tutorial tests in the tutorial group to which they have been 
allocated.  
 
No supplementary in-tutorial tests will be offered. Students who do not attend and 
do not have adequate reasons will be awarded a mark of zero.  
 
In cases of serious illness, students will need to apply for Special Consideration with 
full and convincing documentation of that illness. Students who are found to be 
genuinely too ill to have attended an in-tutorial test will have their mark in the final 
exam re-weighted to include the mark reserved for the missed test. Regardless, an 
absence will only be approved for one of the in-tutorial tests. 
 
Work commitment, holiday/travel plans are NOT valid reasons for Special 
Consideration. 
 
Applications for special consideration must be lodged online through myUNSW 
within 3 working days of the assessment (Log into myUNSW and go to My Student 
Profile tab > My Student Services channel > Online Services > Special Consideration). 
Then submit the originals or certified copies of your completed Professional Authority 
form (pdf - download here) and any supporting documentation to Student Central.  
 

4.5 Assignment  
The assignment gives students opportunities to demonstrate their understanding of the 
learned principles/techniques and their ability to independently apply them to practical 
problems. The assignment topic, format and marking criteria are set out in a separate 
document on the course website (TBA). 
 

4.5.1 Submission Procedure for Assignment 
Students must submit 1 hard copy AND 1 electronic copy of their assignment. 
The electronic copy must be submitted to the course website by 23:59, Monday, 8 
October. Instructions will be available on the website. Browse and upload a copy of 
your document - do not paste text. Use your student ID in the file name. 
 
All electronic copies of essays will checked for plagiarism on the Turnitin software into 
which they are uploaded. See notes on Plagiarism below and also note that the Turnitin 
software will automatically check against all other assignments submitted. 
 

https://my.unsw.edu.au/student/academiclife/ProfessionalAuthority.pdf�
https://my.unsw.edu.au/student/academiclife/ProfessionalAuthority.pdf�
https://my.unsw.edu.au/student/atoz/SpecialConsideration.html#Supportingdocumentation�
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The hard copy must be submitted to your Tutor at the beginning of the tutorial class in 
Week 12. Do not use plastic sheets or binders. Simply staple the pages together. Your 
name and ID should be on the cover page.  
 
 

4.5.2 Late Submission of Assignment 
20% of the value of each assignment will be deducted for each day (24 hours) or part 
thereof which the electronic copy of an assignment is submitted to the course website 
after the deadline. Assignments submitted more than five days late will not be marked. 
 
Special Consideration does not apply to late submission of assignments. 
 

4.6 Final Exam Format 
The final exam will cover the entire course, consisting of short-answer type questions 
and simple deduction/calculations. All material covered in the lectures, tutorial program 
and the assignment is examinable. The duration of the final exam will be 2 hours and 
will be held in the University’s final examination period. 
  

4.7 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. 
  
 
5 COURSE EVALUATION AND DEVELOPMENT 
Each year feedback is sought from students and other stakeholders about the courses 
offered in the School and continual improvements are made based on this feedback.  
UNSW's Course and Teaching Evaluation and Improvement (CATEI) Process is one of 
the ways in which student evaluative feedback is gathered. You are strongly 
encouraged to take part in the feedback process. 
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6 COURSE RESOURCES 
The website for this course is on UNSW Blackboard at: 
http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp 
   
Lecture notes, lecture slides and tutorial questions, with additional readings, will be 
posted on the Blackboard Course website. Lecture notes provide concise description of  
lecture material, but cannot be used as a substitute for the textbook. 
 
Textbook: 
 
The main textbook for the subject is: 
 
Brooks, Chris (2008) Introductory Econometrics for Finance, Cambridge University 
Press. Second Edition. 
 
This book is recommended, but it is not mandatory. This book is written at an 
introductory level and covers most of the material we will discuss in class. In addition, it 
describes how to estimate the econometric models in the software program EViews. 
 
Other econometrics book which covers the discussed topics may also be useful. For 
more advanced treatment you may consult books listed below. 
 
Advanced texts: 
  
Campbell, J.Y., A.W. Lo, and A.C. MacKinlay (1997). The Econometrics of Financial 
Markets. Princeton University Press. 
 
Tsay, Ruey S. (2002), Analysis of Financial Time Series, John Willey & Sons. 
 
These books treat the material at a more advanced level than the Brooks textbook. 
They are recommended for graduate and honours students and for undergraduate 
students who feel comfortable with more quantitative treatment and plan to pursue this 
subject in the future.  
 
Journal Articles: 
 
Cont, R., (2001) Empirical properties of asset returns: stylized facts and statistical 
issues, Quantitative Finance 1, 223–236 
  
Sharpe, W.F., (1991) Capital Asset Prices with and without Negative Holdings, Journal 
of Finance, 46(2), 489-509 
 
Engle, R.F., (2001) GARCH 101: The Use of ARCH/GARCH Models in Applied 
Econometrics, Journal of Economic Perspectives, 15(4), 157-168. 
 
Lee T.-H. & Bao Y., Saltoglu B., (2007) Comparing density forecast models, Journal of 
Forecasting, 26(3), 203-225. 
 
 
  

http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp�
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7 COURSE SCHEDULE 

7.1 Lecture Schedule 
Lectures start in Week 1 and finish in Week 13 (no lecture in Week 11 because of the 
Labour Day). 
 

LECTURE SCHEDULE  
Week  Topic Reference  

 
Week 1 
16 - 20 Jul 

Introduction and Topic 1: Understanding 
Financial Data 

Brooks: Chapter 1  
Lecture notes: Topic 1 
 

Week 2 
23 - 27 Jul 

Topic 2:  
Linear Regression Tests of Financial 
Models 

Brooks: Chapters 2-4 
Lecture notes: Topic 2 
 

Week 3 
30 Jul - 3 Aug 

Topic 2 Continues 
 

Week 4 
6 - 10 Aug 

Topic 3:  
Linear Time Series Methods 
 

Brooks: Chapter 5 
Lecture notes: Topic 3 
 

Week 5  
13 - 17 Aug 

Topic 3 Continues 
 

Week 6  
20 - 24 Aug 

Topic 4: 
Risk and Volatility Models 

 

Brooks: Chapter 8 (8.1-8.9) 
Lecture notes: Topic 4 

Week 7 
27 - 31 Aug 

Topic 4 Continues 
 

Mid-Session Break: 3 - 7 September 

Week 8 
10 - 14 Sept 

Topic 5:  
Value at Risk 
 

Lecture notes: Topic 5 
 

Week 9 
17 - 21 Sept 

Topic 6: 
Extensions of ARCH/GARCH models 

Brooks: Chapter 8,  
Lecture notes: Topic 6 
 

Week 10  
24 - 28 Sept 

Topic 7: 
Modelling long-run relationships in 
Finance 
 

Brooks: Chapters 6.11-7 
Lecture notes: Topic 7 

Week 11 
2 - 5 Oct  

Note: Monday 1st this week is a holiday. It will be shifted 
to Week 13 Monday.  

Week 12 
8 - 12 Oct Topic 7 Continues  

Week 13 
15 - 19 Oct Remaining material and summary   

 
* This schedule is approximate and is subject to changes.  



ECON3206/ECON5206 Financial Econometrics   9 

7.2 Tutorial Schedule 
 
Tutorials start in Week 2 and finish in Week 13. While there will be no tutorials in Week 
11 (because of the Labour Day), students should use Week 11 for their assignment. 
 
 

TUTORIAL SCHEDULE  
Week  Topic Reference  

 
Week 1 
16 - 20 Jul 

NO TUTORIALS  

Week 2 
23 - 27 Jul 

Topic 1: Understanding Financial Data Tutorial 1 

Week 3 
30 Jul - 3 Aug 

Lab: Introduction to Eviews Tutorial 2 

Week 4 
6 - 10 Aug 

Topic 2. Linear Regression Tests of 
Financial Models 

Tutorial 3 

Week 5  
13 - 17 Aug 

Topic 3. Linear Time Series Methods Tutorial 4 

Week 6  
20 - 24 Aug 

Topic 3 cont. 
 

Tutorial 5 

Week 7 
27 - 31 Aug 

Topic 4. Risk and Volatility Models 
 

Tutorial 6 

Mid-Session Break: Week 3 - 7 September 

Week 8 
10 - 14 Sept 

Topic 4 cont. Tutorial 7 

Week 9 
17 - 21 Sept 

Lab: Topic 5. Value at Risk  Tutorial 8 

Week 10  
24 - 28 Sept 

Topic 6. Extensions of ARCH/GARCH 
models 

Tutorial 9 

Week 11 
2 - 5 Oct  

Note: Monday 1st this week is a holiday. There will be no 
tutorials for this week 

 

Week 12 
8 - 12 Oct 

Topic 7. Modelling long-run relationships 
in Finance 

Tutorial 10 

Week 13 
15 - 19 Oct 

Topic 7 cont. Tutorial 11 

* This schedule is approximate and is subject to changes. 
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