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PART A: COURSE-SPECIFIC INFORMATION 
 
1 STAFF CONTACT DETAILS 
 
Lecturer-in-charge:    Dr.  Chunhua Lan 
Room:    ASB 308 
Phone No:    9385 5952 
Email:    c.lan@unsw.edu.au 
Consultation Times – Friday 15:00-17:00 
  
A full list of tutors will be posted on Course Website. 
 
 
2 COURSE DETAILS 

2.1 Teaching Times and Locations 
Lecture time:  Thursday 18:00 - 21:00 
Location:       Quad GO 45  
 

2.2 Units of Credit 
The course is worth 6 units of credit. 
 

2.3 Summary of Course  
 
This course introduces how to model and solve decision making problems under 
uncertainty.  The first half of the course deals with uncertainty coming from strategic 
interactions among economic agents.  In particular, it focuses on game theory and its 
application in corporate finance. The second half of the course studies uncertainty 
coming from economic events and future investment opportunities.  
 

2.4 Course Aims and Relationship to Other Courses 
 
Aims:  This course aims to foster your critical understandings of the concepts and 
issues in decision making under uncertainty, as well as building up your independent 
thinking and problem solving skills. 

Prerequisites: Good knowledge in Algebra, and Statistics and Probability is required. 
 

2.5 Student Learning Outcomes  
 
By the completion of this course, you should be able to: 

1 Have developed basic knowledge and skills in analyzing a range of financial 
situations using theoretical concepts, frameworks, and models learned throughout 
the course. 

2 Endow with skills in reading and understanding existing research works that resolve 
research questions in finance. 

mailto:c.lan@unsw.edu.au
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3 Have the ability to develop a simple model and through the process of model 
construction, you should develop the ability to understand what parameters are 
important and how we might measure them. 

4 Develop skills of presenting academic works effectively to the audience. 
5 Build up team-work skills in doing a project. 

 
ASB Graduate Attributes 
 
This course contributes to your development of the following Australian School of 
Business Graduate Attributes, which are the qualities, skills and understandings we 
want you to have by the completion of your degree:  
 

Learning 
Outcomes 

ASB Graduate Attributes ASB GA 
No. 

1,2,3,4,5 Critical thinking and problem solving 1 
4,5 Communication 2 
1,5 Teamwork  3 
1,2,3,4 In-depth engagement with relevant disciplinary 

knowledge 
5 

1,2,3,4,5 Professional skills 6 
 
To see how the ASB Graduate Attributes relate to the UNSW Graduate Attributes, refer 
to the ASB website (Learning and Teaching >Graduate Attributes). 
 
 
3 LEARNING AND TEACHING ACTIVITIES 
 

3.1 Approach to Learning and Teaching in the Course 
This courses emphasizes on developing concepts and modeling skills, and focuses on 
both economic intuition and technical details.  

To achieve this, students are especially advised to do the followings. 

1. Familiarize themselves with reading materials before attending classes. 
2. Study lecture notes and work through assignments after the relevant lectures. 
3. Attend class lectures. 

3.2 Learning Activities and Teaching Strategies 
Lectures are conducted in 3-hour blocks. Students are required to attempt suggested 
exercises after relevant lectures. This course encourages students to form study 
groups to engage in interactive discussions and to do projects.  
 
 
4 ASSESSMENT 

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

 achieve a composite mark of at least 50; and 
 make a satisfactory attempt at all assessment tasks (see below). 

http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/Pages/default.aspx
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4.2 Assessment Details 
 

Assessment 
Task 

Weighting Learning 
Outcomes 
assessed 

ASB 
Graduate 
Attributes 
assessed 

Length Due Date 

In-Class Quiz 10% 1,3 1,5,6 50 minutes Week 4 
Mid-Session 
Exam 

40% 1,3  1,5,6 2 hours Week 6 

Critique 
Report 

25% 1,2,4,5 1,2,3,5,6 No more 
than 10 
pages 

Week 11 
before 
lecture 

Project 
Assignment 

25% 1,2,3,4,5 1,2,3,5,6 No more 
than 10 
pages 

23:59 on 
31 May, 
2012 

Total 100%     

 
In-Class Quiz (10%): 

Date & time: Week 4  
Location: During lecture 
Duration: 50 minutes 
The quiz comprises of analytical questions, which will be based on previous three 
weeks’ class materials and assigned readings. If you miss the quiz, you miss the quiz. 
There will be no make-up opportunities for the missed in-class quiz regardless of 
excuse. 
 
Mid-Session Examination (40%): 

Date & time: Week 6  
Location: During lecture 
Duration: 2 hours 
The mid-session examination tests materials covered in the lecture notes and any 
supplementary reading (including research papers covered in the lecture) during the 
first 5 weeks. The examination is closed book and it comprises of analytical and written 
questions. 
 
Paper Presentation and Critique Report (25%): 

Date & time: before Week 11 
Present an assigned academic paper and write a critique report on the paper. A 
full list of academic papers will be posted in the web site of this course. A group 
of two students will be expected to present the assigned paper in Week 7-10.  
One copy of the critique report from each group must be completed and due in 
week 11 before the lecture. Each group is required to conduct a 45- to 60-
minute presentation on the importance of the question asked in the academic 
paper, present essential part of the models or empirical methods used in the 
paper, and wrap up with a brief discussion of extension and critique of the 
paper. 
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Project Assignment (25%): 

Date & time: before 23:59 on 31 May, 2012 
Details about the project assignment are outlined in the last page of part A of this 
course outline. The project assignment must be completed and due before the midnight 
of 31 May, 2012. Each project group must conduct a 30-minute presentation on the 
models and results they obtained, which is worth 5% of the total assessment. A project 
group consists of three to four students. 
 

4.3 Assessment Format 
 
The format of all the assignments will be explained in class.  All student submissions 
should include, in large upper case letters, the student full names, last name first, ID 
numbers, and the course code.  These information must be written clearly. 
. 

4.4 Late Submission 
Late submissions will not be accepted unless exceptional medical or compassionate 
circumstances occur.  Medical certificates or the evidence of extreme misfortune must 
be provided. 
 
 
 
 
 
 
 
 
5 COURSE RESOURCES 
 
Textbook 
Rasmusen, Eric, 2007, Games and Information – An Introduction to GameTheory, 
Blackwell publishing. 
 
Lecture notes  

The subject home page is available at Blackboard (www.telt.unsw.edu.au) under the 
subject code FINS 4774/5574. It includes the course outline, relevant lecture notes, 
assignment topics/hints/resources, and important announcements.  
 
Other References 
Cochrane, John, 2005,  Asset Pricing, Princeton University Press. 
 
Gibbons, Robert, 1992, A Primer in Game Theory, Harvester Wheatsheaf. 
 
Admati, Anat R. and Paul Pfleiderer , 1988, “A Theory of Intraday Patterns: Volume 
and Price Variability”, The Review of Financial Studies 1, 3-40. 
 

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. 
 

http://www.telt.unsw.edu.au/
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Akerlof, G. A., 1970, "The Market for Lemons: Quality Uncertainty and the Market 
Mechanism," The Rand Journal of Economics 84, 488-500. 
 
Allen, Franklin and Morris, Stephen, 2001, “Finance Applications of Game Theory” 
Advances in Business Applications of Game Theory, ed. by Chatterjee and Samuelson, 
Kluwer Academic Press. 
 
Black, F. & R. Litterman, 1992, “Global Portfolio Optimization”, Financial Analysts 
Journal 48, 28-43. 
 
Cochrane, John, 2007, “Financial Markets and the Real Economy” in Rajnish Mehra, 
Ed. Handbook of the Equity Premium Elsevier, 237-325.   
 
Diamond, D., and Dybvig, P., 1983, “Bank Runs, Deposit Insurance, and Liquidity”, 
Journal of Political Economy 91, 401-19. 
 
Easley, David and Maureen O’Hara, 1987, “Price, Trade Size, and Information in 
Securities Markets”, Journal of Financial Economics 19, 69-90. 
 
Ferson, Wayne, 2003, "Tests of Mulitfactor Pricing Models, Volatility Bounds and 
Portfolio Performance", Chapter 12 in George M. Constantinides, Milton Harris and 
Rene M. Stultz, Editors: Handbook of the Economics of Finance, Elsevier Science 
Publishers, North Holland, 743-800. 
 
Ferson, Wayne and Andrew F. Siegel, 2001, "The Efficient Use of Conditioning 
Information in Portfolios", Journal of Finance 56, 967-982. 
 
Glosten, L. and Milgrom, P., 1985, “Bid, Ask, and Transaction Prices in a Specialist 
Market with Heterogeneously Informed Traders”, Journal of Financial Economics 13, 
71-100. 
 
Hansen, Lars P. and Scott F. Richard, 1987, "The Role of Conditioning Information in 
Deducing Testable Restrictions Implied by Dynamic Asset Pricing Models", 
Econometrica 55, 587-613. 
 
John, P. and J. Williams, 1985, "Dividends, Dilution, and Taxes: A Signalling 
Equilibrium", Journal of Finance 40, 1053-1070. 
 
Jorion, P., 1986, "Bayes-Stein Estimation for Portfolio Analysis", Journal of Financial 
and Quantitative Analysis 21, 279-292. 
 
Kyle, P., 1985, “Continuous Auctions and Insider Trading”, Econometrica 53, 1315-
1336. 
 
MacKinlay, Craig and Lubos Pastor, 2000, “Asset Pricing Models: Implications for 
Expected Returns and Portfolio Selection”, Review of Financial Studies 13, 883–916. 
 
Pastor, Lubos, 2000, “Portfolio Selection and Asset Pricing Models”, Journal of Finance 
55, 179–223. 
 
Spence, M., 1973, "Job Market Signaling," Quarterly Journal of Economics 87, 355-374. 

Thakor, Anjan V., 1991, “Game Theory in Finance” Financial Management 20, 71-94. 
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6 COURSE EVALUATION AND DEVELOPMENT 
 
Each year feedback is sought from students 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. Significant changes to courses and programs within 
the School are communicated to subsequent cohorts of students. 
 
You are also encouraged to provide constructive feedbacks to the lecturers and tutors 
directly in class, during consultation times or via email. We greatly value these 
suggestions, and even criticisms.  
 
 
7 COURSE SCHEDULE 
 
Lectures Relevant topic and references 

 
Week 1 Introduction to Game Theory  

Ref: Rasmusen (2007, Ch. 1-2), Allen and Morris (2001) 
  
Week 2 Mixed Strategies  and Continuous Strategies 

Ref: Rasmusen (2007, Ch. 3), Gibbons (1992, section 1.2) 
  
Week 3 Dynamic Games  

Ref: Rasmusen (2007, Ch. 4 & 6) 
  
Week 4 Adverse Selection & Signaling – Application I 

Ref: Rasmusen (2007, Ch. 9 & 11), Akerlof’s (1970), Spence (1973), 
Rothschild & Stiglitz (1976), Diamond & Dybvig (1983) 

  
Week 5 Adverse Selection & Signaling – Application II 

Ref: Bagehot (1971), Kyle (1985), Glosten and Milgrom (1985), John and 
Williams (1985), Easley and O’Hara (1987) 

  
Week 6 Mid-Session Exam 
  
Week 7 Mutual Fund Performance 

Ref: Blackboard Posting 
  
Week 8 Liquidity  

Ref: Blackboard Posting 
  
Week 9-10 Asset Pricing 

Ref: Blackboard Posting 
  
Week 11-
12 

Project Presentation  
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Project Assignment (20% + 5% presentation) 
 

Due: Midnight of 31 May, 2012 
Page length: No more than 10 pages 

 
The objective of this assignment is to demonstrate your ability to apply what you have 
learned in this course to resolve research questions in finance. In this assignment, you 
must 

1. Develop a simple financial model using concepts of decision making under 
uncertainty; 
2. Outline the research question and state the importance of the question; 
3. Justify the assumptions and structures of the model; 
4. Describe the model’s properties; 
5. Work out the equilibrium of the model if it is a purely theoretical model;  
6. Do simple tests if it is an empirical model and discuss data sources and procedures. 
 
As a suggestion, you may wish to take your inspiration from a published paper but in 
that case, you must underline the differences and explain why your method may be 
better suited to the problem. 
 
The hand-in assignment is worth 20%. 
To earn the remaining 5%, you are required to conduct a 30-minutes presentation on 
your model and results in the class in week 11 to week 12. This would give you a 
chance to receive constructive feedbacks from the lecturer and classmates before 
finalizing the project.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

PART B: KEY POLICIES, STUDENT RESPONSIBILITIES AND 
SUPPORT 
 
1 ACADEMIC HONESTY AND PLAGIARISM 
 
The University regards plagiarism as a form of academic misconduct, and has very 
strict rules regarding plagiarism. For UNSW policies, penalties, and information to help 
you avoid plagiarism see: http://www.lc.unsw.edu.au/plagiarism/index.html as well as 
the guidelines in the online ELISE and ELISE Plus tutorials for all new UNSW students: 
http://info.library.unsw.edu.au/skills/tutorials/InfoSkills/index.htm. 
 
To see if you understand plagiarism, do this short quiz: 
http://www.lc.unsw.edu.au/plagiarism/plagquiz.html 
For information on how to acknowledge your sources and reference correctly, see: 
http://www.lc.unsw.edu.au/onlib/ref.html 
 

For the ASB Harvard Referencing Guide, see ASB Referencing and Plagiarism 
webpage (ASB >Learning and Teaching>Student services>Referencing and 
plagiarism)   
 
 
2 STUDENT RESPONSIBILITIES AND CONDUCT 
Students are expected to be familiar with and adhere to university policies in relation to 
class attendance and general conduct and behaviour, including maintaining a safe, 
respectful environment; and to understand their obligations in relation to workload, 
assessment and keeping informed.  
 
Information and policies on these topics can be found in the ‘A-Z Student Guide’: 
https://my.unsw.edu.au/student/atoz/A.html. See, especially, information on 
‘Attendance and Absence’, ‘Academic Misconduct’, ‘Assessment Information’, 
‘Examinations’, ‘Student Responsibilities’, ‘Workload’ and policies such as 
‘Occupational Health and Safety’. 
. 

2.1 Workload 
 
It is expected that you will spend at least ten hours per week studying this course. This 
time should be made up of reading, research, working on exercises and problems, and 
attending classes. In periods where you need to complete assignments or prepare for 
examinations, the workload may be greater. 
 
Over-commitment has been a cause of failure for many students. You should take the 
required workload into account when planning how to balance study with employment 
and other activities.  
 
 
 
 

http://www.lc.unsw.edu.au/plagiarism/index.html
http://info.library.unsw.edu.au/skills/tutorials/InfoSkills/index.htm
http://www.lc.unsw.edu.au/plagiarism/plagquiz.html
http://www.lc.unsw.edu.au/onlib/ref.html
http://www.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/referencingandplagiarism.aspx
http://www.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/referencingandplagiarism.aspx
https://my.unsw.edu.au/student/atoz/A.html
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2.2 Attendance 
 
Your regular and punctual attendance at lectures and seminars is expected in this 
course. University regulations indicate that if students attend less than 80% of 
scheduled classes they may be refused final assessment.  
 

2.3 General Conduct and Behaviour 
 
You are expected to conduct yourself with consideration and respect for the needs of 
your fellow students and teaching staff.  Conduct which unduly disrupts or interferes 
with a class, such as ringing or talking on mobile phones, is not acceptable and 
students may be asked to leave the class. More information on student conduct is 
available at: https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html 
 

2.4 Occupational Health and Safety 
 
UNSW Policy requires each person to work safely and responsibly, in order to avoid 
personal injury and to protect the safety of others. For more information, see 
http://www.ohs.unsw.edu.au/. 
 

2.5 Keeping Informed 
 
You should take note of all announcements made in lectures, tutorials or on the course 
web site.  From time to time, the University will send important announcements to your 
university e-mail address without providing you with a paper copy.  You will be deemed 
to have received this information. It is also your responsibility to keep the University 
informed of all changes to your contact details. 
 
 
3 SPECIAL CONSIDERATION AND SUPPLEMENTARY 

EXAMINATIONS 
 
You must submit all assignments and attend all examinations scheduled for your 
course. You should seek assistance early if you suffer illness or misadventure which 
affects your course progress.  
 
 
General Information on Special Consideration: 

1. For assessments worth 20% or more, all applications for special 
consideration must go through UNSW Student Central 
(https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.ht
ml) and be lodged within 3 working days of the assessment to which it 
refers.  

2. If an assessment task is worth less than 20% of the total course 
assessment, UNSW Student Central will not accept the special 
consideration unless the student can provide a Medical Certificate that 
covers three consecutive days.  

https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html
https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html
http://www.ohs.unsw.edu.au/
https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html
https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html
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3. Applications will not be accepted by teaching staff, but you should notify the 
lecture-in-charge when you make an application for special consideration 
through UNSW Student Central; 

4. Applying for special consideration does not automatically mean that you will 
be granted a supplementary exam; 

5. Special consideration requests do not allow lecturers-in-charge to award 
students additional marks. 

 
 
Special Consideration and the Final Exam: 
Applications for special consideration in relation to the final exam are considered by an 
ASB Faculty panel to which lecturers-in-charge provide their recommendations for 
each request. If the Faculty panel grants a special consideration request, this will entitle 
the student to sit a supplementary examination. No other form of consideration will be 
granted. The following procedures will apply: 

1. Supplementary exams will be scheduled centrally and will be held 
approximately two weeks after the formal examination period. The dates for 
ASB supplementary exams for Session 1, 2012 are: 
10 July 2012 – exams for the School of Accounting 
11 July 2012 – exams for all Schools other than Accounting and Economics 
 12 July 2012 – exams for the School of Economics 
If a student lodges a special consideration for the final exam, they are stating 
they will be available on the above dates. Supplementary exams will not be 
held at any other time. 

2. Where a student is granted a supplementary examination as a result of a 
request for special consideration, the student’s original exam (if completed) 
will be ignored and only the mark achieved in the supplementary examination 
will count towards the final grade. Failure to attend the supplementary exam 
will not entitle the student to have the original exam paper marked and may 
result in a zero mark for the final exam. 

 
If you attend the regular final exam, you are extremely unlikely to be granted a 
supplementary exam. Hence if you are too ill to perform up to your normal standard in 
the regular final exam, you are strongly advised not to attend. However, granting of a 
supplementary exam in such cases is not automatic. You would still need to satisfy the 
criteria stated above. 
 
The ASB’s Special Consideration and Supplementary Examination Policy and 
Procedures for Final Exams for Undergraduate Courses is available at: 
http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementa
ryexamprocedures.pdf. 

 
 
 
4 STUDENT RESOURCES AND SUPPORT  
 
The University and the ASB provide a wide range of support services for students, 
including: 

http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamprocedures.pdf
http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamprocedures.pdf
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• ASB Education Development Unit  (EDU) (www.business.unsw.edu.au/edu) 
Academic writing, study skills and maths support specifically for ASB students. 
Services include workshops, online and printed resources, and individual 
consultations. EDU Office: Room GO7, Ground Floor, ASB Building (opposite 
Student Centre); Ph: 9385 5584; Email: edu@unsw.edu.au   

• Blackboard eLearning Support: For online help using Blackboard, follow the 
links from www.elearning.unsw.edu.au to UNSW Blackboard Support / Support 
for Students. For technical support, email: itservicecentre@unsw.edu.au; ph: 
9385 1333 

• UNSW Learning Centre (www.lc.unsw.edu.au ) 
Academic skills support services, including workshops and resources, for all 
UNSW students.  See website for details. 

• Library training and search support services:   
http://info.library.unsw.edu.au/web/services/services.html  

• IT Service Centre: Technical support for problems logging in to websites, 
downloading documents etc. https://www.it.unsw.edu.au/students/index.html 
UNSW Library Annexe (Ground floor) 

• UNSW Counselling and Psychological Services  
(http://www.counselling.unsw.edu.au) 
Free, confidential service for problems of a personal or academic nature; and 
workshops on study issues such as ‘Coping With Stress’ and ‘Procrastination’.  
Office:  Level 2, Quadrangle East Wing; Ph: 9385 5418 

• Student Equity & Disabilities Unit (http://www.studentequity.unsw.edu.au) 
Advice regarding equity and diversity issues, and support for students who have 
a disability or disadvantage that interferes with their learning.  Office: Ground 
Floor, John Goodsell Building; Ph: 9385 4734   

 
 
 

http://www.business.unsw.edu.au/edu
mailto:edu@unsw.edu.au
http://www.elearning.unsw.edu.au/
mailto:itservicecentre@unsw.edu.au
http://www.lc.unsw.edu.au/
http://info.library.unsw.edu.au/web/services/services.html
https://www.it.unsw.edu.au/students/index.html
http://www.counselling.unsw.edu.au/
http://www.studentequity.unsw.edu.au/
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