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COURSE-SPECIFIC INFORMATION 
1 STAFF CONTACT DETAILS 

Position Name and 
Teaching Weeks Email 

Consultation 
Times and 
Location 

Phone 

Lecturer-in-
charge 

Professor David 
Feldman 
Weeks 1-6 

d.feldman@unsw.edu.au 
Tue 5-6 & by 
appointment, 

BUS 335 

9385-
5748 

Lecturer 
Mr Florent 
Rouxelin 
Weeks 7-12 

f.rouxelin@unsw.edu.au 
Tue 5-6 & by 
appointment, 
BUS 333BB 

 

2 COURSE DETAILS 
2.1 Teaching Times and Locations 
Lectures start in Week 1(to Week 12): The Time and Location are: 
Section B:  Tuesday, 2:00PM-5:00PM, Chemical Sc M10 
Section A:  Tuesday, 6:00PM-9:00PM, Law G02 
2.2 Units of Credit 
The course is worth 6 units of credit. 
2.3 Summary of Course  
The course reviews basic finance tools and develops the basic finance theory. It 
defines and demonstrates “asset pricing intelligence” and studies core asset pricing, 
investment, information, incentives, and corporate finance topics. Topics will include 
utility theory, portfolio theory, arbitrage pricing, equilibrium pricing, security prices’ 
informational efficiency, the term structure of interest rates, derivatives, performance 
measurement and capital structure. 
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. We will apply these to essential 
finance theory and applications, most of them conceived by Nobel Laureates. 
In addition, the course has two broad and inter-related aims: (i) to explain the essence 
of finance theory and how various financial aspects fit together; and (ii) to provide an 
intermediate treatment of some issues in corporate financial policy. These help 
practising finance executives and scholars to keep up to date with current 
developments. 
This is a “core” course within the Master of Finance program (see the handbook for 
specific details of MFIN courses). While the other core courses study financial 
institutions and empirical issues in finance, this course provides essential theoretical 
foundation for financial decision making. Much of the empirical issues and some 
institutional ones, studied in the other Master of Finance program courses, build on the 
theories studied in this course. 
2.5 Student Learning Outcomes 
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 Business School. Program Learning Goals are what we want you to BE or HAVE 

mailto:d.feldman@unsw.edu.au
mailto:f.rouxelin@unsw.edu.au
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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’). 
For more information on the Postgraduate Coursework Program Learning Goals and 
Outcomes, see Part B of the course outline. 

Business 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. 

The following table shows how your Course Learning Outcomes relate to the overall 
Program Learning Goals and Outcomes, and indicates where these are assessed (they 
may also be developed in tutorials and other activities): 

Program Learning Goals 
and Outcomes 

Course Learning Outcomes Course Assessment 
Item 

This course helps you to 
achieve the following 
learning goals for all 
Business 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 Know and explain what is finance, the 
role of financial markets, historical 
returns and indexing, decision under 
uncertainty, portfolio theory, arbitrage 
and equilibrium pricing, term structure 
of interest rates, agency / incentives, 
incomplete / asymmetric information, 
performance, derivative assets 

• Class discourse 
• Homework 

problems 
• Exams 
• Projects 
• Presentations 

2 Critical thinking and 
problem solving 

Construct written work which is 
logically and professionally presented. 
Answer question verbally in an 
articulate, precise, simple, short, clear 
manner. 

• Homework 
problems 

• Exams 
• Abstracts 
• Slides 
• Projects 
• Class discourse 
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3a Written 
communication 

Construct written work which is 
logically and professionally presented. 

• Homework 
problems 

• Exams 
• Abstracts 
• Slides 
• Projects 

3b Oral communication Communicate ideas in a succinct and 
clear manner. 

• Class discourse 
• Presentations 

4 Teamwork  Work collaboratively to complete a 
task. 

Not specifically 
assessed 

5a. Ethical, social and 
environmental 
responsibility 

Indirectly addressed in class discourse Not specifically 
assessed 

5b. Social and cultural 
awareness 

Indirectly addressed in class discourse Not specifically 
assessed 

3 LEARNING AND TEACHING ACTIVITIES 
3.1 Approach to Learning and Teaching in the Course 
The course provides the theoretical underpinnings of modern finance and its 
applications. The course emphasizes fundamental understanding and full construction 
of methods and result of finance theory. This will be done in class and with students as 
an integral part of this process. The course can be viewed as a series of questions to 
which students will give answers. 

In order to obtain the potential benefit from the course, fulfill 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, and solve the 

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

tutors or instructor. 
The rational for the above suggestions and requirements is following the above points 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, analyse 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. 

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

• Achieve a composite mark of at least 50% of the maximum grade; and 
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• Successfully satisfy all assessment tasks and 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 
The requirements and corresponding assessment weights below do not constitute a 
unique menu of requirements because one menu “does not fit all.” One menu cannot be 
optimal to different students with different academic histories, training, abilities, and 
skills. Thus, there is a freedom to students to self-select and choose optional activities 
that will consume effort on the one hand and enhance their skills on the other. These 
optional activities might enhance their grade, if assessed better than non-optional 
requirements, but can never lower it. Students will allocate their effort (optimally) 
between necessary and optional course requirements. Normally, it is advisable to 
engage in optional requirements only after the necessary requirements are satisfactorily 
fulfilled. 

Assessment Task Weighing Length Due Date 

Contribution to Class 
lectures and 
Homework 

Assignments* [Ats] 

11.5%  

Weekly; 
An interim grade of 4% 

weight, reflecting interim 
performance through 

week 4, will be given by 
week 5 

Oral Presentation, 
Project [P1] 9.7% 

2min15sec; 100-200 
Words Abstract; ~5-

12 Slides 
Weeks 10-11 

Midterm Exam 39.4% 2 Hours August 29, Week 6 

Final Exam 39.4% 2 Hours Exam Period, as 
Scheduled 

(Voluntary) Projects, 
papers,** quizzes, 

class participation [P2] 

W% 
(Bonus) Variable A Week before the Final 

Exam Date 

Total 100%   

*Contribution to Class lectures is measured by mere participation in class academic 
discourse, and does require “saying the right things” or “giving correct answers.” 
**Projects and papers need to be approved by the instructor. The instructor will 
consequently select W for each activity. 
Assignments 
Following each class, students will solve and submit the textbook’s end of chapter 
problems consulting the solution manual judiciously. In addition, students will solve 
problems assigned in lectures. Assignments will not be returned before the course grade 
is assigned so students should keep copies of the submitted assignments. Submitted 
assignments will earn credit but will not be graded. 
Projects 
Projects will be original, and use new data. Topics will have to be approved by the 
instructor. Each submission will include a signed statement “I have neither given, 
received, or taken unauthorized assistance on this submission” by each author. The 
report on the project should be brief and accompanied by presentation slides. 
Justifications of claims should be put in appendices. Students will submit both hard and 

https://my.unsw.edu.au/student/academiclife/assessment/AssessmentPolicyNew.html
https://my.unsw.edu.au/student/academiclife/assessment/AssessmentPolicyNew.html
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electronic copies. Projects could follow models from the “Financial Modelling” 
recommended textbook. 
Exams; General 
All exams are comprehensive with respect to all the material that was covered in the 
course up to the exam, including additional topics assigned by the instructor for students’ 
self-study, assigned readings, and related topics. It is recommended that studying in the 
course, including preparing for exams, student prioritize effort allocation “in concentric 
circles.” First, material covered in class including topics assigned for students’ self-study. 
Second, material covered in assignments. Third, material covered in assigned readings. 
Forth, related topics. Exams will typically include, both, “Gift questions” and 
implementation questions. The former were discussed in class and the latter apply tools 
developed in class to solve problems. Questions could be either “multiple choice,” or 
“open.” 
Each of the above requirements is associated with all of the learning outcomes listed in 
Section 2.5. Attending and continuously following and participating in class discourse are 
essential to success in the other requirements including the exam. It is important that all 
class material will be learned and disseminated immediately after each class, and that 
all questions and clarifications will be addressed by the next class. Please email 
questions and requests including for reviews and repeated explanations well before the 
following class so it is determined whether to provide the answers personally or to the 
whole class. Projects and oral presentation will build students’ knowledge of the subject 
matter, interest, presentation skills, ability “to think on their feet,” and interviewing skills. 
Most of the exam questions will be subsumed in the class lectures and discussions, and 
few will refer to issues not fully discussed. Students who will engage in private 
conversations in class will be asked questions relevant to the prevailing class discourse 
till they are able to give a satisfactory answer. 
The grade of this course, G, will be the following function of the individual requirement 
grades At, As, P1, P2, M and F, where At, As, P1, P2, M, and F [0,1]∈ , 

G1 = 11.5 x Ats + 9.7 x P1 + 39.4 x M + 39.4 x F 
G = G1 + W x Max [P2 - G1, 0] 

Note that a student involvement in voluntary projects, oral presentations, papers, 
quizzes, quantified by the weight W, is insurance (option) that can only increase the 
grade. 
It is essential that students participate in all class meetings and exams, and fulfil all 
course requirements. Failure to satisfy any of the course requirements will deny 
students the right to stand for further assessments. However, if makeup exams are 
approved, their formats will be determined by the instructors. Makeup exams might 
be verbal or include verbal parts. 

4.3 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’s full name, surname first, ID number, and the course code, and Course 
Section. Student will insert their individual submission in alphabetical order. Please see 
also the information in Section 4.2 above. Submission of assignments must be done 
electronically directly to Moodle. 

4.4 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, surname first, ID number, and the course 
code. 
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4.5 Late Submission and Penalties 
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 fulfilling any of the course requirements. 
Quality Assurance 
The Business School 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 Business School programs. All material used for such processes will be 
treated as confidential. 

5 COURSE RESOURCES 
Copeland, T. E., J. F. Weston, and K. Shastri, 2005, Financial Theory and Corporate 
Policy, 4th edition, Pearson Addison Wesley. (CWS) 
Copeland, T. E., J. F. Weston, and K. Shastri, 2005, Financial Theory and Corporate 
Policy, 4th edition, Student Solutions Manual, Pearson Addison Wesley. 
Bodie, Z., Kane, A. and A. Marcus, 2014, Investments, 10th Edition, McGraw-Hill, New 
York. (BKM) 
ADDITIONAL BOOKS 
Back, K., 2016, Asset Pricing and Portfolio Choice Theory, 2ND Edition, Oxford 
University Press. (B) 
Benninga, S., 2014, Financial Modeling, 4th Edition, MIT Press. 
Additional readings will be assigned in class lectures. 
Berk J. and P. DeMarzo, 2014, Corporate Finance, 3rd Edition, Prentice Hall, Boston. 
Brealey, R., Myers, S. and F. Allen, 2014, Principles of Corporate Finance, 11th Edition, 
McGraw-Hill, New York, New York. 
Elton, E. J., Gruber, M. J., Brown, S. J. and W. N. Goetzmann, 2010, Modern Portfolio 
Theory and Investment Analysis, 10th Edition, John Wiley & Sons, New York. 
Grinblatt, M. and S. Titman, 2011, Financial Markets and Corporate Strategy, 2nd 
Edition, McGraw Hill, New York. 
Huang, C-F. and R. Litzenberger, 1988, Foundations for Financial Economics, North-
Holland, New York. (HL) 
Hull, J., 2012, Options, futures and other derivatives, 8th Edition, Prentice Hall. 
Ingersoll, J. E., 1987, Theory of Financial Decision Making, Rowman & Littlefield, 
Maryland. 
Mas-Colell, A., Whinston, M. D. and J. R. Green, 1995, Microeconomic Theory, Oxford 
University Press. 
Pennacchi, G., 2008, Theory of Asset Pricing, Pearson Addison Wesley. (P) 
Ross, S., Westerfield, R.W and B. D. Jordan, 2012, Fundamentals of Corporate 
Finance, 11th Edition, McGraw-Hill, New York. 
Varian, H., 1993, Microeconomic Analysis, 3rd Edition, W. W. Norton and Company. 
Welch, I., 2011, Corporate Finance:  An Introduction, 2nd Edition, Prentice Hall, Boston. 
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SELECTED ARTICLES 
Black, F., 1972, “Capital Market Equilibrium with Restricted Borrowing,” Journal of 
Business, 45, 444-455. 
Black, F., Jensen, M. C. and Scholes, M, 1972, “The Capital Asset Pricing Model: 
Some Empirical Tests,” in Studies in the Theory of Capital Markets, Jensen, M. C., 
editor, Praeger Publishers. 
Diacogiannis, G. and Feldman, D., 2013, “Linear Beta Pricing with Inefficient 
Benchmarks,” Quarterly Journal of Finance, 3, 1350004-1–1350004-35, 
http://ssrn.com/abstract=893702 
Fama, E. F. and Macbeth, J. D., 1973, “Risk, Return, and Equilibrium - Empirical 
Tests,” Journal of Political Economy, 81, 607-636. 
Fama, E. F. and French, K. R., 1992, “The Cross-Section of Expected Stock Returns,” 
The Journal of Finance, 67, 427-465. 
Feldman, D. and Reisman, H., 2003, “Simple Construction of the Efficient Frontier,” 
European Financial Management, 9, 251-259. http://ssrn.com/abstract=291654 
Jagannathan, R. and Wang, Z., 1996, "The Conditional CAPM and the Cross-section of 
Expected Returns," Journal of Finance, 51, 3-53 
Kandel, S. and Stambaugh, R. F., 1995, “Portfolio Inefficiency and the Cross-section of 
Expected Returns,” The Journal of Finance, 50, 157-184. 
Lintner, J, 1965, “The Valuation of Risk Assets and the Selection of Risky Investments 
in Stock Portfolios and Capital Budgets,” Review of Economics and Statistics, 47, 13-
37. 
Markowitz, H., 1952, “Portfolio Selection,” Journal of Finance, 7, 77-91. 
Merton, R., 1972, “An Analytical Derivation of the Efficient Portfolio Frontier,” Journal of 
Financial and Quantitative Analysis, 7, 1851-1872. 
Mossin, J., 1966, “Equilibrium in a Capital Asset Market,” Econometrica, 34, 768-783. 
Roll, R., 1977, “A Critique of the Asset Pricing Theory’s Tests,” Journal of Financial 
Economics, 4, 129-176. 
Roll, R., 1980, “Orthogonal Portfolios,” Journal of Financial and Quantitative Analysis 
15, 1005-1023. 
Roll, R. and Ross, S. A., 1994, “On the Cross-sectional Relation between Expected 
Returns and Betas,” The Journal of Finance, 49, 101-121. 
Sharpe, W., 1963, “A Simplified Model for Portfolio Analysis,” Management Science, 9, 
277-293. 
Sharpe, W. F., 1964, “Capital Asset Prices: A Theory of Market Equilibrium Under 
Conditions of Risk,” The Journal of Finance, 19, 425-442. 
Spence, A. M., 1973, “Job Market Signaling,” Quarterly Journal of Economics, 87, 355-
374. 
MOODLE CONTENT 
Students must familiarize themselves with material posted on Moodle, Moodle 
announcements, Moodle Forums, etc. 

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 myExperience survey is one of the ways in which student evaluative feedback 
is gathered. In this course, we will seek your feedback through end of semester 
myExperience responses.  

http://ssrn.com/abstract=893702
http://ssrn.com/abstract=291654
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7 COURSE SCHEDULE* 
COURSE SCHEDULE 

Week Topic References 

Week 1 
24 July 

Asset Pricing Intelligence; What is Finance? 
Introduction to Capital Markets; The Two-
Period Model:  Consumption, Production, 
Capital Markets, Investments; Separation 

CWS1-2, HL1 

Week 2 
31 July 

The Two-Period Model, Time value of money 
analytics, Continuous compounding mappings; 
Historical Returns, Security Indices; Expected 

Utility Theory 

CWS1-2, HL1 
CWS3, HL1, B1, P1 

Week 3 
7 August 

Historical Returns, Security Indices; Expected 
Utility Theory; Stochastic Dominance; Mean 

Variance Portfolio Theory 

CWS3, HL1, B1, P1 
CW3, HL2 

Week 4 
14 August 

Mean Variance Portfolio Theory 
Pricing Models CWS5, HL3, B2-5, P2 

Week 5 
21 August 

Linear Beta Pricing; CAPM, APT, State 
Preference Theory; Simple Construction of the 

Efficient Frontier; Linear Beta Pricing with 
Inefficient Benchmarks 

CWS4,6, HL4,5, B6,7, P3,4, 
Feldman & Reisman (2003); 

Diacogiannis & Feldman 
(2013) 

Week 6 
28 August Midterm Exam  

Week 7 
4 September 

The Term Structure of Interest Rates; 
Informational Efficiency; 

CWS8 A & C; BKM15; 
CWS10-11 

Week 8 
11 September  

Portfolio performance; Derivatives, Real 
Options 

BKM 24; CWS A, C & E; 
BKM20 

Week 9 
18 September 

Capital Structure; Dividend Policy; Merger and 
Acquisitions 

CWS15,16,18 

Mid-semester break: 23 September – 2 October inclusive (2 Oct = Labour Day Public Holiday) 

Week 10 
3 October 

Capital Structure; Dividend Policy; Merger and 
Acquisitions, International Finance, Applied 

Issues 
CWS15,16,18,19,17 

Week 11 
9 October 

Applied Issues in Corporate; Finance 
International Financial Management   CWS 16; CWS 18 

Week 12 
16 October Information Asymmetry and Agency Theory CWS12 

Week 13 
23 October Make Up Lecture, as Necessary  

 
*Note that our text CWS, 4th ed., chapters 14,15,16,17,18,19, listed above,correspond 
to chapters13, 14,15,16,17,18 respectively in the 4th international edition.. 
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