Investment Analysis 
Syllabus for BUS 320
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Dr. Philip Taylor

Office: Tate Hall, Room 13

Voice Mail: 757-5184

E-mail: ptaylor@wesleyancollege.edu
PREREQUISITES:  None

REQUIRED TEXTS:

Essentials of Investments by Bodie, Kane, and Marcus 
The Wall Street Journal
OPTIONAL TEXTS:

Daily news source, such as Washington Post, New York Times or USA Today

Weekly news source, such as The Economist, Fortune or Money
    

COURSE GOAL:   To acquaint students with the selection of common stocks, bonds, and other securities from the perspectives of both the individual and institutional investor.      

COURSE CONTENT:   Basic concepts of investment management using risk/return analysis and empirical evidence to examine security valuation, the efficient markets hypothesis, portfolio diversification strategies, and investment decision making in changing markets. 

Library Resources:         
See attached sheet from Willet Library

The Wall Street Journal
www.wsj.com
Barron's


www.barrons.com
Business Week

www.businessweek.com
The Economist

www.theeconomist.com
Fortune


www.fortune.com
Forbes



www.forbes.com
Money



www.money.com
Broadcast Resources:
MSNBC
www.msnbc.com
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Databases:
GALILEO 







 http://www.wesleyancollege.edu/academics/library/electronic.html

 
Internet Resources:
 
http://www.finpipe.com/




http://finance.yahoo.com/




http://moneycentral.msn.com/home.asp




http://money.cnn.com/




http://www.reuters/com/




http://www.sec.gov/




http://www.federalreserve.gov/




http://www.nyse.com/




http://www.nasdaq.com/
EVALUATION  CRITERIA:

Exam #1 (Financial Securities and Markets)



15%

Exam #2 (Portfolio Theory)






15%

Exam #3 (Security Analysis)





15%

Stock Market Project






25%

Final Exam (“Where’s the Market Headed? and WIN Portfolio”)
20%

Class Participation







10%









         100%
COMPUTER/WRITING ASSIGNMENTS:

Stock Market Project
The objective of the Portfolio Management Project is to practice making reasoned, intelligent investment decisions.  Your project allows you to use a commercial website to record and chart the value of your investments, to make trades, and use the Internet to aid your research.  (Please refer to page 4 for a more detailed description of The Stock Market Project.)

Final Exam
A two-part question makes up your final exam.  First, you are asked to use your experiences in examining the historical ups and downs of the marketplace to forecast where the market-place will head in the next six months.  Second, given your forecast, how would you reallocate the WIN (Wesleyan Investment Club) portfolio?
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 ATTENDANCE POLICY:

You are expected to attend all class sessions and lectures of guest speakers at other designated times.  Your participation is important!  If you are absent for assigned work, I will use my discretion as to the nature (if any) of the make-up work.  Unexcused absences which exceed two will be reported to the Dean.  In addition, each unexcused absence in excess of one will result in the lowering of your course grade by half a letter grade.  An excused absence is when you notify me prior to class and I give you permission to be absent.

Class participation is important in a number of respects.  First, it prepares you for the personal interaction that takes place in business and in life on a daily basis.  Second, it forces you to prepare better (and regularly) because you know you will have to discuss the subject in class.  You must prepare for class discussion by spending time on the reading assignments.  Third, it helps you reach your own conclusions by testing your thoughts against those of others.

HONOR CODE: The Honor Code is the foundation upon which life in the Wesleyan College community is built.  It is based upon the idea that individual freedom is a right founded upon responsibility.  A student is expected to tell the truth, respect others and their property, and maintain academic integrity and honesty in all areas of her college life.  If a student violates a principle of the Honor Code at any time, she is honor-bound to turn herself in.  Likewise, if she is aware that a fellow student has violated an honor principle, she is honor-bound to ask the violator to turn herself in within 24 hours or report the violation herself.


Maintaining these principles of honor is the ideal toward which we strive.  Our Honor Code is not destroyed by infractions of the rules; it is damaged when violations are tolerated. Membership in the college community involves establishing and maintaining these broad honor principles.  It is understood that by becoming a student at Wesleyan, an individual signifies her acceptance of the Honor Code.

Honor Pledge. As a member of the Wesleyan College student body, I will uphold the Honor Code, strive for personal honesty and integrity in all areas of my life, and fulfill my responsibility for maintaining the Honor Code in the college community.
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STOCK MARKET PROJECT:

One philosophy on “picking winners” in the stock market is to find those investments whose intrinsic (fundamental) value is greater than its market price.  You will become familiar with the discounted cash flow model (in Chapter 6 for bonds) and the constant dividend growth model (in Chapter 7 for stocks) that calculate this intrinsic value. Value Line (our library has a complete notebook on 2nd floor) is an excellent reference for the problem of stock valuation using fundamental analysis.  Fundamental modelers take a long-term perspective on stock valuation.

A second philosophy, one more suited to a semester-long “game,” is what the famous economist John Maynard Keynes called the Castle-in-the-Air Theory.  It was his opinion that investors prefer to devote their energies not to estimating intrinsic values, but rather to how the crowd of investors is likely to behave in the future and how during periods of optimism they tend to build their hopes into castle in the air.  He wrote, “It is not sensible to pay 25 for an investment of which you believe the prospective yield to justify a value of 30, if you also believe that the market will value it at 20 three months hence.”

Keynes likened playing the stock market to entering a newspaper beauty-judging contest in which one must select the six prettiest faces out of a hundred photographs, with the prize going to the person whose selections most nearly conform to those of the group as a whole.  The smart player recognizes that personal criteria of beauty are irrelevant in determining the contest winner.  This logic tends to snowball.  After all, the other participants are likely to play the game with at least as keen a perception.  Thus, the optimal strategy is not to pick those faces the player thinks are prettiest, or those the other players are likely to fancy, but rather to predict what the average opinion is likely to be about what the average opinion will be, and so on.

Part 1.
Choose two companies (major competitors of one another) whose stocks are publicly traded on either NYSE or NASDAQ.  You will make selections (first-come, first-serve) via email.  

Part 2.
You will follow your companies’ prices over the past year.   CNN’s business page has some good tools to chart the performance of your stock versus the market, as well as search links for company “news.”   

Part 3.
Relate these price changes to events that affect the variables (D1, k, g) in the fundamental valuation model.  As examples, Federal Reserve changes in the discount rate will affect k, and “good news” or “bad news” about your company’s future earnings – or about the stock market in general – will affect g.  Include in this report, a graph or graphs of the price of common stock over the course of the semester and research you collected in Part 2 above.
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