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Course Objective:

The Applied Investment Management course blends traditional academic objectives with the practical experience of hands-on investment management. The course will provide students with a thorough grounding in the process of portfolio management, from the broad asset allocation decision through individual stock evaluation. Topics covered include the way trading takes place and the types of trades; economic, technical and fundamental analysis, including EPS forecasting; market efficiency and trading strategies based on inefficiencies; and the portfolio management process, including asset allocation, active and passive strategies, and portfolio evaluation. Throughout the course, emphasis will be placed on linking the theoretical and practical aspects of ​the money management process.

Each class inherits the portfolio handed over by the previous class, together with a set of working policies and guidelines. Subject to University restrictions that apply to all equity managers of endowment funds, the new class will review and amend the portfolio and management policies left by the previous class.  They will assume responsibility for all portfolio decisions and report to an advisory board on their performance at the end of the semester. They will also handle all issues relating to the transition of the portfolio to the next class.

Class Format:

The class is divided into two rounds culminating in a formal presentation to the AIM Advisory Board.  In the first round you will analyze a stock assigned from the existing portfolio through a series of structured reports.  You will provide a class presentation for each written report.  Detailed specifications for all reports discussed in this syllabus are provided in the class packet.   In the second round, you will analyze a stock you have selected as a potential addition to the AIM portfolio.  Near the end of the semester the class will vote on the composition of the final portfolio.  Throughout both rounds, there will be group projects relating to industry analysis (only in round 1), economic analysis, and portfolio performance.  There will be a few lectures and labs in the first half of the course to provide context for your analysis, but the majority of the course consists of student presentations.  We will take a trip to Boston in March and spend time speaking with a diverse set of leading players in the industry.
Grades:

Round 1:



1.  Company background report


 3%



2.  Fundamental analysis report


 5%



3.  Earnings forecast report


 6%



4.  Beta report




 4%



5.  Valuation report



 8%



6.
  Technical analysis report


 4%




Total round 1:




 30%

          Round 2:



1.  Company background & Industry report
 7%



2.  Fundamental / Beta / Technical analysis report
11%




3.  Earnings forecast / valuation


12%





Total round 2:




 30%


Class participation, presentations, group projects,


    article reports, and other assignments

 25%


Advisory Board presentation



 15%










100%

Attendance Policy:

Attendance at all classes, trips and activities is compulsory.   This includes any special sessions we need to schedule, dinners and our trip to Boston.  If you have a job interview or other compelling reason to miss class, be sure to contact us ahead of time. 
Class Text:
Frank K. Reilly and Keith C. Brown:  Investment Analysis and Portfolio Management, (Southwestern, 2006).  
Group Activities:
Industry/Sector groups - For round 1, you will be assigned to an “Industry/Sector” group that will provide a class presentation on the assigned industry.  In round 2, you will provide an industry overview in your company background report.
Reporting groups - You will also be assigned to three "reporting" groups.  These groups will be responsible, on a rotating basis, for the following activities:

· Economic Analysis Report
· Portfolio Performance Report


Activity groups - You will be assigned to one of the following “activity” groups.  

· Newsletter 1

· Newsletter 2

· Trading 

· Visiting Speakers & Trips

· Web master - one or two students will be assigned the responsibility of maintaining the AIM web page (http://aim.nd.edu).  The person(s) with this assignment will not be required to participate in an Activity group.
Group assignments and specifics for each activity will be provided in class. 

Hedge Position:  Toward the end of the semester, and in light of your industry analyses, we will vote to identify the strongest and weakest industries in terms of our expectations.  When we reset our primary portfolio at the end of the semester, we will separately take a long and short position in corresponding industry/sector ETF’s in an attempt to exploit our predicted performance differential.  The hedge position is intended to provide students with an introductory exposure to the essential methods frequently employed by hedge funds.

Class CIO:  

Students will be assigned to be a Chief Investment Officer (CIO) for one or two classes.  The CIO will be responsible for organizing and "chairing" the class including all introductions, timekeeping of activities, and conducting votes on stocks.  Every class will begin with analysts providing pertinent new information, the extent to which this information was anticipated, and its impact on price.
Reading and Preparation:
All students must read the following articles over Christmas break.  For each article, write a two-page double-spaced (using 12-point font) summary of the main points you learned from the reading, and, more importantly, a discussion of how the article impacts your perspective and understanding of finance.  Create four separate reports, each with a cover page.  The reports will be due on the first day of class.

1. Henry, David, October 4, 2004, Fuzzy numbers, Business Week. 

2. Kiff, John and Paul Mills, Money for nothing and checks for free:  Recent developments in U.S. Subprime Mortgage Markets, IMF Working Paper, 2007.


3. Stulz, Rene, Hedge funds:  Past, present, and future, Journal of Economic Perspectives, 21, 175-194.

4. Lo, Andrew, Efficient markets hypothesis, The New Palgrave:  A Dictionary of Economics, Second Edition, 2007


Also, please read the attached "Investment Objectives, Policies and Procedures."  This document details the rules that govern the portfolio management approach of the Applied Investment Management course.  

Over the break, please familiarize yourself with each of the stocks in the portfolio (listed at www.nd.edu/~AIM). Although you have been allocated a particular stock, you are ultimately responsible for the performance of the entire portfolio.  Consequently you need to have a working knowledge and understanding of all the stocks in the portfolio. Finally, you have to become an expert on your assigned stock. Please read and gather as much information as possible on your stock. You are encouraged to contact former AIM students who analyzed the stock or Wall Street analysts.  We expect you to be well-informed about your company, its financial performance, and its recent stock price performance from the first day of class.
You are encouraged to assemble a data bank of historical financial information on your assigned company from annual reports or SEC filings.  Web-based information sources are plentiful, with past students finding the following most useful:  
· finance.yahoo.com - good overview of financials and market data.

· 
Most companies have downloadable statements available from their web sites.

· EDGAR - The SEC makes all mandated filings available at http://www.sec.gov/edgar.shtml. 
· Mergent Online - provides financials along with a wealth of other useful information.  Mergent is accessible through the Business Information Center (http://bic.library.nd.edu), which, if you are accessing from off campus requires setting up an ND VPN (see https://www.oit.nd.edu/security/vpn.shtml).
The more information you can assemble over the semester break, the easier your work will be during the semester.
�TODO:


Ed Trubac lecture


Inv Office - Mellon tools & trading


Dinners


Boston


Assign students to groups / CIO


Reserve rooms for Labs


Make ticker slips for first day


Seating chart





