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1. STAFF CONTACT DETAILS 
 
Course Coordinator/Lecturer: Dr. Li Yang     
Location:  ASB 362     
Contact no.:  (02) 93855857     
Email:   l.yang@unsw.edu.au  
Consultation:  11:00 – 13:00 Mondays  
 
The preferred communication with the lectures is via email. Please use the UNSW provided 
student email address. 
 
2. COURSE DETAILS 
 
2.1 Teaching Times and Locations 
 
Mondays  13:00 – 16:00  Macauley Theatre (Quad 1027) 
Mondays  18:00 – 21:00   Old Main Building 145 
 
You must follow the course schedule as outlined in section 7 of this document.   
 
2.2 Units of Credit 
 
This course has six units of credit and three contact hours per week. 
 
2.3 Summary of Course  
 
This course provides both introductory theory and a working knowledge of futures, options, and 
swaps, with an emphasis on the use of derivatives in risk management. The theory component 
is important, as with the rapid expansion of different derivative types we must know the 
fundamental pricing principle. The working knowledge component will cover the main types of 
derivatives contracts and valuation techniques. This subject is both theoretical and practical; the 
emphasis will be on problem solving. 
 
2.4 Course Aims and Relationship to Other Courses 
 
The aims of the course are to: 

 provide a rigorous understanding of different derivative instruments 
 develop working knowledge on the use of derivatives in risk management 
 provide necessary skills to value options and futures. 

  
This course is introductory in nature. It does, however, assume a working knowledge of finance 
concepts, including time value of money, and of higher mathematics, including probability 
distribution and calculus. There is some overlap with material discussed in Security Valuation, 
though the course will explore these topics in much greater depth. Students interested in 
Interest Rate Derivatives or Applied Portfolio Management will benefit from concepts explained 
in FINS5535. 
 
Students also need to be able to use a word processing package (such as WORD) and a 
spreadsheet (such as EXCEL). Some quantitative skill such as basic mathematical ability in 
dealing with algebraic manipulation is expected. 
 
2.5 Student Learning Outcomes 
 
By the end of this course you will have a working knowledge of: 

1. buying, selling, exercising, and settling the derivative instruments discussed in class, 
2. principles of valuation of such instruments, 
3. difference between discrete time and continuous time valuation principles, 
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4. how to use such instruments for managing portfolio risks. 

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. 
 

Course 
Learning 
Outcomes 

ASB Graduate Attributes 

1-4 
1. Critical thinking and problem solving 

 
2. Communication 

 
3. Teamwork and leadership 

 
4. Social, ethical and global perspectives 

1-4 
5. In-depth engagement with relevant disciplinary knowledge 

1-4 
6. Professional skills 

 
3. LEARNING AND TEACHING ACTIVITIES 
 
3.1 Approach to Learning and Teaching in the Course 

 engaging students in learning  
 contextualising students’ learning experiences  
 taking into account research on student learning  
 encouraging critical reflection on practice  

 
3.2 Learning Activities and Teaching Strategies 
 
The primary source for teaching material in this subject is the textbook. The chapters and/or 
section numbers to be covered in this course are identified later in this document. The 
instructors will explain the relevant concepts in the class and where appropriate will use 
exercises/problems from the textbook to illustrate the points. Additional problems from the text 
will be recommended for practice. Depending on the topic being covered any relevant current 
issues may also be discussed in the class. The lecture notes and important announcements will 
be available at the course Blackboard. 
 
Students are strongly encouraged to read the topics before attending the lectures. This subject 
is very analytical and there are many new concepts to be understood. It will be difficult to grasp 
all the underlying principles without preparation. The second half of this course, in particular, 
requires use of calculus. Instructors will assume that the students have such knowledge. If any 
student(s) feels that they should revise these concepts, then they should do so prior to attending 
the lectures. 
 
Finally, it should be realized that attendance in class lectures is extremely important. If you miss 
a lecture, it is your responsibility to prepare the topic yourself. You cannot use the consultation 
time to have a private tuition for the missed lecture. 
 
 
4. ASSESSMENT 
 
4.1 Formal Requirements 
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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). 

 
4.2 Assessment Details 
 
There are three components of the assessment process in this course. These are aimed at 
individual as well as group performances. The components have been designed to make the 
students feel and become confident about solving problems in derivative market.  
 

Assessment 
Task 

Weighting Learning 
Outcomes 
assessed 

ASB Graduate 
Attributes 
assessed 

Length Due Date 

1. Midsession 
exam 

40% 1-4  1, 5, 6 2.5 hours 
 
Week 6 

2.Final exam 45% 1-4  1, 5, 6 3 hours  
Final exam 
period  

3. One group 
assignment 

15% 1-4   1, 2, 3, 5, 6 N/A 10/10/2011 

 
 
4.3 Assessment Format 

 
Both the mid-session and final examinations are closed book. The midsession examination will 
be held in week 6. The time and venue will be announced when the detailed booking 
information is available. The final examination will be held during the formal examination period. 
 
The group assignment will be described on the Blackboard under the assignment segments. 
The assignment is almost solely based on material from the second half of the course, and will 
be available on the course Blackboard. 
 
 
4.4 Assignment Submission Procedure  
 
You must upload your assignment on Blackboard before 1pm on 10/10/2011 and hand in a 
printed copy during the lectures. Only one submission is required for each group. 
 
4.5 Late Submission 
 
Late submission of assignment in this course will not be accepted. This will help meet all the 
result submission deadlines. 
 
5. COURSE RESOURCES 
 
Textbook - The prescribed textbook for this course is: 

Options, Futures and Other Derivative Securities, by John C. Hull, 7th Ed., Prentice-Hall, 
2008. This textbook is widely used in courses and on the “street”. It includes almost 
everything you want to know about derivatives. It can be hard reading, but it is well worth 
the effort.  

 
Reference Books 

Fundamentals of Futures and Options Markets, by John C. Hull, 7th Ed., Prentice-Hall, 
2008. 
 
Futures, Options and Swaps, by R. W. Kolb, 4th Ed, Blackwell Publishing, 2003 
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Lecture Notes 

The lecture notes and important announcements will be available at the course 
Blackboard 
 

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. 
 
7. COURSE SCHEDULE 
 
The reference to the chapters in the table below is with respect to the required textbook 
described before.  
 

Lecture Topics 
  
Lecture 01 Fundamentals of Forwards and Futures (Ch. 1, and 2) 
Lecture 02 Hedging with Futures; Pricing Futures (Ch. 3, and 5) 
Lecture 03 Currency Swaps (Ch. 7, sections 7.8 and 7.9), Fundamentals of Options (Ch. 8, and 9) 
Lecture 04 Option Trading Strategies (Ch. 10) 
Lecture 05 Binomial Option Pricing Models (Ch. 11) 
Lecture 06 Midsession exam (Covers all topics discussed in lectures so far) 
  
Lecture 07 Wiener Processes & Ito’s Lemma (Ch. 12) 
Lecture 08 Black-Scholes Option Pricing Model (Ch. 13) 
Lecture 09 Options on indices, currencies and futures (Ch. 15 and 16) 
Lecture 10 The Greek Letters (Ch. 17) 
Lecture 11 Numerical Procedures (Ch. 19) 
Lecture 12 Exotic options (Ch. 24) 
  
 
  


