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Overview 
	     Students will study the application of quantitative methods to the field of finance, including investment theory and risk management. Among topics covered will be regression analysis, building asset/business cash flow models of a business, sensitivity analysis, value at risk (VAR) models, probability transition matrices and stochastic difference equations(SDE’s)
Prerequisites:   QF   201.


Learning Goals

	At the end of this course,  students should be able to
1. Construct a simple cash flow model with sensitivity analysis
2. Critically evaluate VAR models
3. Back test and revise a simple investment model
4. Understand basic SDE’s and probability transition matrices


Pedagogy

	Each class there will normally be a brief discussion about new developments in the financial markets and a lecture by the instructor or student presentations. Students will be required to subscribe to and  read the Wall Street Journal (WSJ)  and the business section and front page of the New York Times (NYT). Starting in the second week there will be quizzes each class on the previous lecture material, new financial developments, material from student presentations and articles from the WSJ or NYT or other handouts or assignments including assigned textbook chapters. Normally, quizzes will be graded, returned and reviewed in the following class.  In addition, the instructor will assign  teams of three to four students who will  prepare a short book report presentation followed by student and instructor Q&A on a nonfiction financial book that I choose. These teams will also further develop the virtual hedge fund models from QF201, and make three short presentations followed by Q & A from the class and the instructor.



Required Text(s)

	Neftci, Salih N.,  Principles of Financial Engineering, 2nd Edition, Elsevier (2008)
Wilmott , Paul, Quantitative Finance, 2d Edition, Wiley


Required Readings

	Daily Subscription to WSJ and NYT. One nonfiction financial book assigned by instructor and other occasional articles or readings as handed out or electronically distributed by the instructor



Grading and Evaluation

	Daily quizzes and class participation, a midterm and a final exam. One student team presentation on an assigned book (with Q & A to follow). Three student team presentations of a financial model designed and tested by each team.  The Instructor reserves the right to modify these criteria.



	Assignment
	Grade 

Percent

	Quizzes and participation
	20

	Midterm
	25

	Final
	25

	Presentations
	30

	Total Grade
	100%


Ethical Conduct

	Stevens Honor System:  Enrollment into the undergraduate class of Stevens signifies a student’s commitment to the Honor System.  It is the responsibility of each student to become acquainted with and to uphold the ideals set forth in the Honor System Constitution.  All students are reminded that, as a condition of being admitted to Stevens, they will uphold and adhere to the standards of the Stevens Honor System.  Specific student responsibilities include:
· Maintaining honesty and fair play in all aspects of academic life at Stevens

· Writing and signing the pledge, in full, on all submitted academic work

· Reporting any suspected violations to an Honor Board member or to the Dean of Undergraduate Academics

· Cooperating with the Honor Board during investigations and hearings


Course Schedule 

	Week

Number
	Date
	Topic Covered
	Reading /Assignments

	1.
	
	Introduction and Expectations –book and team  assignments 
	Wilmott Ch. 1

Neftci Ch. 1 

Start assigned book for report

	2.
	
	Financial instruments  – read Wilmott chs. 2 and 3, Neftci ch. 2
	Wilmott Chs. 2 and 3

Neftci Ch. 2

	3.
	
	Least Squares Estimators and Confidence 
	Wilmott Ch. 4

	4.
	
	Student Team Book Reports  
	Wilmott Ch. 5

	5.
	
	Intro to VAR 
	Wilmott Ch. 20 -25

	6.
	
	Other Risk Models
	Wilmott Ch. 6

	7.
	
	Student Team model presentations 
	Wilmott Ch. 7

Review notes, past quizzes, reading

	8.
	
	Midterm Exam
	Review notes

	9.
	
	SDE’s and Black Scholes
	Wilmott Ch. 8

Neftci Ch. 3

	10.
	
	Review Midterm
	

	11.
	
	Student Team model Presentations
	

	12.
	
	 Maximum Likelihood Estimation  and Probability Transition matrices 
	Wilmott Ch. 9

	13.
	
	Intro to Vector Space Methods
	Homework example given Tuesday due Thursday

	14.
	
	Review Class/ Final Student Team Presentations
	

	
	
	Final Exam  early in Exam Week
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