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PART A: COURSE-SPECIFIC INFORMATION 

 

1 STAFF CONTACT DETAILS 

 

Position Name Email 

Availability; 

times and 

location 

Phone 

Lecturer 

 

Professor Peter 

Swan AM 

FASSA 

peter.swan@unsw.edu.au 

T 5–6 & by 

appointment 

ASB334 

9385-5871 

 

You find my office in the ASB building, Room 334. Please use the West wing elevator, 

find the phone pad next to the glass door, hit the key # and dial my extension: 55871.  

I’ll come to open the door for you. 
 

Communication with staff  
Students with questions regarding course administration or contents are encouraged to:  

• ask me during the class (or after for non-content issues)  

• contact me during the consultation hours for content issues  

• email me (for non-content issues)  

• check the course Web site on Moodle  

 
 

2 COURSE DETAILS 

2.1 Teaching Times and Locations 

Lectures start in Week 1 (to Week 12): The Time and Location are: 
Wednesday 10:00am – 1:00pm in Quad 1049 

 

2.2 Units of Credit 

This is a 6 units of credit course (6 UOC) and forms part of the Banking & Finance PhD 

(Academic Track) 

There is no parallel teaching of undergraduate (honours) and postgraduate (PhD) 

students in this course. 
 

2.3 Summary of Course  

 

This course studies models of financial markets (market microstructure), and in 

particular, how asset prices are established in actual markets such as the stock exchange. 

It differs from asset pricing theory in which prices are assumed to be set such that 

supply and demand are equated via some costless auction-type frictionless mechanism 

that remains an undisclosed ‘black box’. Actual markets require actual rules and these 

rules affect the way in which prices are established, the way in which information 

possessed by traders is incorporated into asset prices, why some markets and stocks are 

liquid and why some markets are more fragile and costly than others. This course is 

based on a brand-new excellent text by three leading lights in the field. It first presents 

file:///F:/Documents/Courses/MFIN6214/S1%202009/Syllabus/peter.swan@unsw.edu.au
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the basic modelling and tools used in the market microstructure field which analyses 

how prices are established in securities markets and whether or not markets are liquid. 

The course then analyses components of market design such as transparency and 

fragmentation and how market design affects asset prices and corporate performance. 

This market microstructure course helps to address many of these fundamental issues, 

as well as equip students to read, understand and apply the rapidly developing market 

microstructure field. 

 

2.4 Course Aims and Relationship to Other Courses 

The goal of the course is to establish perspectives, approaches, tools and methods of 

independent thinking, analysis, and problem solving. Topics include exchange design 

rules, transparency and opacity, asymmetric information, private information, liquidity 

provision and pricing, volatility, transaction costs, strategic and noise trading, 

algorithmic trading, information and trading profits, dark pools, liquidity and returns. 

Three groups of traders are considered: domestic and foreign institutions and 

households. Households can be clients of either ‘full-service’ brokers or ‘discount’ 

brokers. This course complements courses in asset pricing that you may have done, or 

be doing. Analysis of microstructure is becoming increasingly relevant for research in 

corporate finance, as well, for example, FINS5577: Advanced Topics in Corporate 

Finance. 
 

2.5 Student Learning Outcomes  

 

1. Explain how the design features of trading venues affects price discovery and the 

matching of buyers and sellers for financial instruments and the well-being of 

different participants.  

2. Analyse the role played by informed traders and other participants such as 

liquidity providers and “noise traders” in the functioning of security markets. 

3. Explain why some security trading venues globally are more successful than 

others and why. 

4. Be able to explain the links between market microstructure and related areas such 

as asset pricing, role of illiquidity in asset pricing, corporate finance, corporate 

governance and contract design. 

5. Demonstrate you critical thinking and teamwork skills by successfully completing 

your own market microstructure research project within a team. 

 

The Course Learning Outcomes are what you should be able to DO by the end of this 

course if you participate fully in learning activities and successfully complete the 

assessment items.  

The Learning Outcomes in this course also help you to achieve some of the overall 

Program Learning Goals and Outcomes for all postgraduate coursework students in the 

ASB. Program Learning Goals are what we want you to BE or HAVE by the time you 

successfully complete your degree (e.g. ‘be an effective team player’). You demonstrate 

this by achieving specific Program Learning Outcomes - what you are able to DO by the 

end of your degree (e.g. ‘participate collaboratively and responsibly in teams’).  
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.  
 

 

ASB Postgraduate Coursework Program Learning Goals and Outcomes 
 

1. Knowledge: Our graduates will have current disciplinary or interdisciplinary knowledge 
applicable in local and global contexts. 

You should be able to identify and apply current knowledge of disciplinary or interdisciplinary theory and 
professional practice to business in local and global environments. 
 
2. Critical thinking and problem solving: Our graduates will have critical thinking and problem 
solving skills applicable to business and management practice or issues.  

You should be able to identify, research and analyse complex issues and problems in business and/or 
management, and propose appropriate and well-justified solutions. 
 
3. Communication: Our graduates will be effective communicators in professional contexts.  

You should be able to: 
a. Produce written documents that communicate complex disciplinary ideas and 

information effectively for the intended audience and purpose, and 
b. Produce oral presentations that communicate complex disciplinary ideas and information 

effectively for the intended audience and purpose. 
 
4. Teamwork: Our graduates will be effective team participants.  

You should be able to participate collaboratively and responsibly in teams, and reflect on your own 
teamwork, and on the team’s processes and ability to achieve outcomes. 
 
5. Ethical, social and environmental responsibility: Our graduates will have a sound awareness of 
ethical, social, cultural and environmental implications of business issues and practice.  

You should be able to:  
a. Identify and assess ethical, environmental and/or sustainability considerations in business 

decision-making and practice, and  
b. Consider social and cultural implications of business and /or management practice. 

 
 

For more information on the Postgraduate Coursework Program Learning Goals and 
Outcomes, see Part B of the course outline.  
 
The following table shows how your Course Learning Outcomes relate to the overall 
Program Learning Goals and Outcomes, and indicates where these are assessed:  

Program Learning 
Goals and Outcomes 

Course Learning Outcomes Course Assessment 
Item 

This course helps you to 
achieve the following 
learning goals for all 
ASB postgraduate 
coursework students: 

On successful completion of the course, 
you should be able to: 

This learning outcome 
will be assessed in the 
following items: 
 

1 Knowledge 
 
 
 

Explain how the design features of 
trading venues affects price discovery 
and the matching of buyers and 
sellers for financial instruments and 
the well-being of different 
participants.  
 

Analyse the role played by informed 
traders and other participants such as 
liquidity providers and “noise traders” 
in the functioning of security markets. 
 

 Research Project  

 Exam 
 

2 Critical thinking   Research Project  
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and problem 
solving 
 

Demonstrate you critical thinking and 
teamwork skills by successfully 
completing your own market 
microstructure research project within 
a team. 
 

 Multiple Choice Test 
 
 
 

 

3a Written 
communication 
 

Demonstrate you critical thinking and 
teamwork skills by successfully 
completing your own market 
microstructure research project within 
a team. 
 

 Research Project 
 

 

3b Oral 
communication 
 

Communicate ideas in a succinct and 
clear manner. 

 Class participation 
mark 

4 Teamwork  
 

Demonstrate you critical thinking and 
teamwork skills by successfully 
completing your own market 
microstructure research project within 
a team. 
 

 Research Project 
 

5a. Ethical, 
environmental 
and sustainability 
responsibility 

Not specifically addressed in this course.  

5b. Social and 
cultural 
awareness 

Not specifically addressed in this course.  

 
 
 

3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 

The course provides the theoretical underpinnings of modern market microstructure and 

its applications. The course emphasizes fundamental understanding and full 

construction of methods and applications of market microstructure theory. This will be 

done in class and with students as an integral part of this process.  

The course consists of weekly three-hour lectures. Presentations and discussions of 

solutions to posed problems are part of the lectures. Readings will introduce students to 

the problems that will be presented in the next class lectures. After class they will 

clarify open questions and deepen the subject. Students will study book sections and 

articles that will not be covered in class lectures. A major group project is fundamental 

to learning outcomes in the course. Students will be encouraged to learn SAS, STATA 

and other programming languages to assist then with setting up and analysing their 

microstructure trade by trade data bases. Microstructure theory will help provide them 

with hypotheses to test with their datasets that can either be acquired by the group or 

supplied by the instructor. The group project can be thought of as a preparatory dummy 

run for part of their PhD thesis. 
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In order to obtain the potential benefit from the course, fulfil the course requirements, 

and succeed in the exams, assignments, and projects, students are required to follow the 

points below. 

1. Read the respective textbook chapters and other related readings before class 

lectures. This will make the class material easier to follow and comprehend. 

2. Attend class lectures (arrive on time). 

3. Actively participate in class: answer the instructors’ questions, and ask your own 

questions. 

4. After class lectures, study the lecture material, preferably in groups. Individually 

solve and submit the weekly homework problems. 

5. If issues from last lectures are still not clear, ask your questions or email them to the 

instructor. 

The rational for the above suggestions and requirements in following the above points is 

that it is necessary to achieve the learning outcomes specified in Section 2.5 above. 

3.2 Learning Activities and Teaching Strategies 

Readings will introduce students to issues and subject matters. Class lectures will 

define, analyze and resolve issues and raise subsequent ones. Students will study the 

book and other readings, attend lectures, participate in class lectures, solve problems 

from the book, perform other assignments, do projects individually and in groups, and 

make presentations individually and in groups. Students will study book sections and 

articles that will not be covered in class lectures. Class discourse will play an essential 

role. The course is designed to increase your critical thinking skills and encourages you 

to acquire ideas yourself rather than rely on “authority”. 
 
 

4 ASSESSMENT 

4.1 Formal Requirements 

In order to pass this course, you must: 

 achieve a composite mark of at least 50; and 

 Successfully satisfy all assessment tasks and course requirements (see below). 

4.2 Assessment Details 

Grades are awarded in the following categories: HD (for marks of 85-100), DN (75-84), 

CR (65-74), PS (50-64), FL ((0-49). Further information is available at: 

UNSW Assessment Policy (CTRL+Click). 

Group Project (two or possibly three students depending on class size and the 

instructor): 40% plus individual contribution/presentation 5%. Draft due Week 9 with 

oral presentations commencing 

Mid-Term Test: 20% (Week 6) 

Final Exam (in-class): 20 % 

Attendance/Participation in class discussions, complete and hand-in weekly problem-set 

from the text-book: 15% 

You will either have to obtain your own microstructure data or I will provide it. I 

suggest you form groups and talk with me about your project prior to the 

https://my.unsw.edu.au/student/academiclife/assessment/AssessmentPolicyNew.html
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commencement of the course. These are quite serious projects. Having SAS 

programming skills will greatly help with the project and I will arrange for an 

introductory SAS programming course that might be in Session 1. 

It is essential that students participate in all class meetings and exams. However, if 

makeup exams are approved, their formats will be determined by the instructors. 

The makeup exams might be verbal or include verbal parts. 

4.3 4.2 Assessment Details 

Assessment Task Weighting Length Due Date 

Class Participation and 
Weekly 
Problems/Assignments 

15% See 4.3 below Ongoing 

Midterm In-Class Test 20% To be 
announced 

Week 6 

Group Project 40% Max 20 pages 
+ appendicies 

Draft due Week 9 

Oral Project 
Presentation 

5% Max 10 
minutes 

From Week 9 

Final In-Class Exam 20% To be 
announced 

Week 12  

Total 100% 
  

 

4.4 Assessment Format 

 

The format of projects, assignments, and papers will be explained in class and will fit 

the particular item. However, all students’ submissions should include, in large block 

letters, the student full name, last name first, ID number, and the course code, and 

Course Section. Student will insert their individual submission in alphabetical order. 

Submission Please see also the information in Section 4.2 above. Submission of 

assignments could be done electronically directly to Blackboard or as instructed during 

the course. 

4.5 Assignment Submission Procedure 

 

Assignment submission procedures will be indicated in class. Please see also 

assignment details in the previous subsection. However, all student submissions should 

include, in block letters, the student full name, last name first, ID number, and the 

course code. 

4.6 Late Submission 

Late submissions will not be accepted. 

Special consideration is only granted in exceptional circumstances on medical or 

compassionate grounds. Medical certificates or other evidence of extreme misfortune 

must be attached. 

Work and/or other commitments are not considered as justification for late 

submission or for not withstanding any of the course requirements. 
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5 COURSE RESOURCES 

REQUIRED TEXTBOOK AND READINGS 

Thierry Foucault, Marco Pagano and Ailsa Roell, Market Liquidity: Theory, Evidence 

and Policy, Oxford University Press, Oxford, 2013 

Additional readings are set out below and additional ones will be assigned in class 

lectures. 

 

ADDITIONAL BOOKS 

de Jong, Frank and Barbara Rindi, The Microstructure of Financial Markets, Cambridge 

University Press, 2009. Both paperback and electronic versions are available. 

Amihud, Yakov and Lasse Pedersen (with Haim Mendelson), 2013, Market Liquidity: 

Asset Pricing, Risk and Crises, Cambridge University Press. 

http://www.cambridge.org/aus/catalogue/catalogue.asp?isbn=9780521139656 

O’Hara, M., 1995, Market Microstructure Theory, Blackwell. 

Harris, L., 2003, Trading and Exchanges: Microstructure for Practitioners, Oxford 

University Press. 

Hasbrouck, Joel, 2007, Empirical Market Microstructure: The Institutions, Economics 

and Econometrics of Securities Trading, Oxford University Press. 

Supplementary reading will be provided via Moodle. 

The website for this course is on Moodle at: 
http://moodle.telt.unsw.edu.au/course/view.php?id=5840 
 
 

6 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. In this course, we will seek 

your feedback through end of semester CATEI evaluations and students continuous 

feedback. 
 

7 COURSE SCHEDULE 

 

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. 
 

http://www.cambridge.org/aus/catalogue/catalogue.asp?isbn=9780521139656
http://moodle.telt.unsw.edu.au/course/view.php?id=5840
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LECTURE SCHEDULE 

Week Topic Reference 

Week 1 
3 March 

Introduction: basics FPR Ch.1 and Problem Set 1 

Week 2 
10 March 

Trading mechanisms FPR Ch.2 and Problem Set 2 

Week 3 
17 March 

Measuring liquidity 
FPR Ch.3 and Problem 

Set 3 

Week 4 
24 March 

Price dynamics and liquidity I 
FPR Ch.4 and Problem 

Set 4 

Week 5 
31 March 

Price dynamics and liquidity II FPR Ch. 5 and Problem Set 5 

Week 6 
7 April 

Trade size and market depth 
Mid-term exam 

FPR Ch.6 and Problem Set 6 
Mid-term test (in-class) 

Week 7 
14 April 

Empirical analyses I 
Note: Friday this week is Good Friday public holiday 

FPR Ch.7 and Problem Set 7 

Mid-Semester break: 18 April – 27 April 

Week 8 
28 April 

Empirical analyses II 
 

FPR Ch.8 and Problem Set 8 

Week 9 

5 May 
Transparency 

FPR Ch. 9 and Problem Set 9. 
Project draft due and oral 
presentations commence 

Week 10 
12 May 

Liquidity and asset prices 
FPR Ch.10 and 11  and Problem 

Set 10 

Week 11 

19 May 
Liquidity and corporate finance I 

FPR Ch. 12 

 

Week 12 
26 May 

Liquidity and corporate finance II 
FPR Ch. 13. Final Exam. 

Completed project submission 

Week 13 
2 June 

NO LECTURES  

 
 
 


