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Program objective 1 Introducing frontier theories of finance, economics, and management; helping
students establish the ability to apply theoretical knowledge and solve real world financial problems.
Specific objectives include

- Obtaining systematic understanding of finance, economics, and management theories;

- Mastering quantitative analysis skills;

- Applying theoretical knowledge in class to real problems.

Program objective 2 Building strong communication skills to help students work in financial institutions
and companies. Specific objectives include

- Fostering strong oral communication skills;

- Fostering effective written communication skills;

- Building team work spirits.

Program objective 3 Establishing social responsibility and business ethics.

Program objective 4 Gaining an international perspective. Specific objectives include
- Understanding the cultural variety in the financial industry;

- Knowing different financial systems around the world;

- Preparing for effective work at multinational financial institutions.
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1. Doctrines from Classical Finance Theory
e Efficient Market Hypothesis: Friedman’s argument
e Price equals value formula
e Law of One Price—No Arbitrage Principle (Puzzles: closed-end funds, twin shares,
index inclusion, equity carve-outs, Chinese A shares and B shares)
e Diversification
2. Building Block I: Limits of Arbitrage
e Noise Trader Risk
3. Building Block II: Psychological Biases
e Benchmark: Rational Investors
e Beliefs (overconfidence and illusion of confidence, optimism, availability bias and
hindsight bias, the law of small numbers, anchoring, base rate neglect and
representativeness, confirmation bias, familiarity bias etc)
e Preference (Prospect Theory, Ambiguity Aversion)
4. Applications
e Cross-sectional Market Anomalies (Value versus growth, the small-firm effect,
momentum and reversal, lagged reactions to earnings announcement, etc)
e Aggregate stock market puzzles (equity premium, volatility, predictability)
e The behavior of individual investors (disposition effect, naive and insufficient
diversification)
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e Corporate finance (Security Issues and repurchases, Market timing theory, mergers
and acquisitions)
5. Recent Advances
e Social Interactions
e Financial Crisis
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Class participation 10%

Group Presentation 20%

Thesis writing 30%

Final Exam 40%



