
 
 

Class code FINC-UB 0002 

Instructor Details Dr. Lan Sun 
 
Lan.sun@nyu.edu 
 

Class Details Foundations of Finance 
 
Mondays 9am-12pm 
Rm 308 NYU Sydney Academic Center 
 

Prerequisites This is a core course that assumes no prior background in finance. However, you are 
expected to have an understanding of basic economic and statistical concepts beforehand. 
From economics you should understand supply and demand curves, including how shifts in 
the curves change the equilibrium price. From statistics you should understand mean, 
standard deviation, covariance and correlation as descriptive statistics. The course website 
contains a statistics primer that covers this material. Students are strongly encouraged to 
study the review statistics at the beginning of the semester. 
 

Class Description This course is a rigorous, quantitative introduction to financial market structure and 
financial asset valuation. This course seeks to equip students with a fundamental 
understanding of the concepts and principles of finance. The main topics of the course are 
time value of money, portfolio selection, equilibrium asset pricing (CAPM), equity valuation, 
arbitrage pricing, fixed income securities and derivatives. You are expected to understand 
valuation formulas and be able to apply them to new problems. The appropriate tools 
necessary for solving these problems will be developed at each stage and practiced in the 
homework assignments. The models we will cover have immediate applications and 
implications for real-world financial decisions. Every effort will be made to relate the course 
material to current financial news. 
 
Throughout the course the emphasis will be on two main areas: learning conceptual 
knowledge through theory and problem solving; and critical thinking through the application 
of real-life scenarios and local cases. The course will incorporate aspects of Australian 
securities market and financial institutions and a comparative approach will be adopted in 
demonstrating similarities and differences between the U.S. capital market and the 
Australian capital market.  
 
This course consists of one lecture (two hours) and one tutorial (one hour) each week. 
Lecture will introduce the relevant concepts and methods to understand important issues 
relating to each topic and how one should resolve particular problems. Tutorials will provide 
students with the opportunity to discuss questions and problems that assigned each week.  
Tutorials are hands-on workshop sessions where students will work on the problems 
specified in the subject calendar, individually or with a partner. This time and space in 
lectures and class discussion is provided to consolidate the learning so students are strongly 
encouraged to make use of the opportunity. It is also expected that students have familiarity 
with basic quantitative analysis and the required academic skills in information collection, 
evaluation and presentation.  
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In addition, students should spend at least five to six hours each week in private study to 
read handout notes, required readings, textbook chapters; to prepare for, and undertake 
assessment tasks; and to complete learning activities specified in the course.  The remainder 
of this syllabus describes the course and your responsibilities in it.  
 

 

Desired 
Outcomes 

1. Demonstrate knowledge and understanding of the financial system and financial 
concepts 

2. Demonstrate skills in performing accurate financial calculations 
3. Demonstrate the ability to link theory with real-life financial issues 
4. Demonstrate knowledge and understanding of the Australian securities market 

 
Assessment 
Components 

• Class participation     5%  
• Assignment: Problem sets  20% (Week  3, 6, 9, 12) 
• Midterm exam    30% (Week  8) 
• Final exam    45% (Week  15) 

Failure to submit or fulfill any required course component results in failure of the class.  

NYU Sydney has a strict policy about course attendance and late submission of work. 
Make sure you familiarise yourself with the policies on attendance and late submission of 
work in the NYU Sydney Student Handbook. 
 
Class participation:  5%  

Class attendance is an important part of the learning experience. Keep in mind that class 
participation does account for 5% of the final grade. Students are expected to participate in 
all facets of classroom learning. In particular, you are expected to contribute, in a 
constructive manner, to classroom discussions. These contributions plus class attendance 
will make up the class participation grade. Inappropriate classroom behavior (such as 
coming late repeatedly, disrupting the class, etc.) will negatively affect your final grade. 
 
Assignment (Problem sets):  20% 

There will be 4 problem sets over the course of the semester. Each problem set contains an 
Excel question, emphasizing a practical implementation of a concept from class. The 
problem sets are graded on a 5-point scale. Problem set questions will be handed out in 
class. Each student should hand in an individual set of solutions with his/her name and 
section prominently displayed on the top. However, you may discuss the problem sets with 
other students as long as you acknowledge any help you receive on the front page of your 
solutions. 
 
Midterm exam:  30% 

The in-class midterm will consist of multiple choice questions and short problems like those 
on the problem sets, in the textbook, and in the lecture notes. The exam tests your 
understanding of the key concepts in the class. It does not test your ability to memorize or 
to use your calculator. Rather it probes your deeper understanding of the material. As a 
result, the midterm exam may be more challenging than the exams you are used to. The 
same approach will be applied to the final exam.  
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Final exam:  45% 

To prepare for final exam, you should review the slides together with your own class notes, 
the concept questions, the readings, the problem sets, the sample exams (located in your 
course pack behind the homework), and preferably also the suggested problem sets. The 
final exam will be cumulative. There will be no make-up-up exams. 
 
You will be allowed one double-sided page of notes at the midterm exam and two double-
sided pages of notes at the final exam. The sheets must be no larger than 8.5 inch by 11 
inch. There are no restrictions on the content of the formula sheets, except that you are not 
allowed to reprint my PowerPoint slides verbatim. You will be asked to turn in these 
formula sheets after the midterm and exam, but you will be able to recover the midterm 
sheet in the week after the midterm. You are not allowed to take the exam questions home, 
and no written answers will be provided. In addition, a formula sheet will be provided.  
 

Grading Policy At NYU Stern, we strive to create courses that challenge students intellectually and that 
meet the Stern standards of academic excellence. To ensure fairness and clarity of grading, 
the Stern faculty have adopted a grading guideline for core courses with enrollments of 
more than 25 students in which approximately 35% of students will receive an “A” or “A-
“grade. In core classes of less than 25 students, the instructor is at liberty to give 
whatever grades they think the students deserve, while maintaining rigorous academic 
standards. 
 

Assessment 
Expectations 

Grade A:  Excellent performance showing a thorough knowledge and understanding of the 
topics of the course; all work includes clear, logical explanations, insight, and original 
thought and reasoning.  

Grade B:  Good performance with general knowledge and understanding of the topics; all 
work includes general analysis and coherent explanations showing some independent 
reasoning, reading and research.  

Grade C:  Satisfactory performance with some broad explanation and reasoning; the work 
will typically demonstrate an understanding of the course on a basic level. 

Grade D:  Passable performance showing a general and superficial understanding of the 
course’s topics; work lacks satisfactory insight, analysis or reasoned explanations. 

Grade F:  Unsatisfactory performance in all assessed criteria. Work is weak, unfinished or 
unsubmitted. 

Plagiarism Policy The academic standards of New York University apply to all coursework at NYU Sydney. NYU 
Sydney policies are in accordance with New York University’s plagiarism policy. The 
presentation of another person’s words, ideas, judgment, images or data as though they 
were your own, whether intentionally or unintentionally, constitutes an act of plagiarism. 
 
It is a serious academic offence to use the work of others (written, printed or in any other 
form) without acknowledgement. Cases of plagiarism are not dealt with by your instructor. 
They are referred to the Director, who will determine the appropriate penalty (up to and 
including failure in the course as a whole) taking into account the codes of conduct and 
academic standards for NYU’s various schools and colleges.  
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Required Text(s) Zvi Bodie, Alex Kane, and Alan J. Marcus, Essentials of Investments, 9th Global Edition, 

McGraw-Hill, 2013, ISBN: 9780077148249, abbreviated BKM below. 
 
“Solutions Manual for use with Essentials of Investments” by Zvi Bodie, Alex Kane, Alan J. 
Marcus, Alan Marcus, 9th edition. 
 

Supplemental 
Texts(s)  

Selected Materials from “Essentials of Corporate Finance” by Stephen A. Ross, Randolph 
W. Westerfield, Bradford D. Jordan, 6th edition, McGraw-Hill, abbreviated RWJ below. 
 
There will be lecture notes, handouts, and supplementary materials (e.g., sample Excel 
spreadsheets) for many classes. Lecture notes and handouts will be distributed at the 
beginning of class, and they will also be available on NYU Classes, usually before the relevant 
class session. If you miss or lose the handouts, you should print them out from NYU Classes. 
The supplementary materials will also be available on NYU Classes, as will links to other 
relevant information.  The assigned reading should be done before the corresponding class 
session, and you are also expected to keep up with current business news by reading a 
publication such as the Wall Street Journal and the Australian Financial Review etc that 
listed in the Internet Research Guidelines.  
 

Internet 
Research  
Guidelines 

International Sources: 
 

• Reuters : http://www.reuters.com/finance 
 

• Wall Street Journal: http://online.wsj.com/public/page/news-business-
us.html?mod=WSJ_topnav_business_main 

 
• The Economist- Business and Finance: http://www.economist.com/business-finance 

 
• Harvard Business Review: http://hbr.org/ 

 
Australian Sources: 
 

• The Australian Financial Review: http://www.afr.com/ 
 

• The Australian Business Briefing: http://www.theaustralian.com.au/business 
 

• ABC Business News: http://www.abc.net.au/news/business/ 
 

• Bloomberg Aus and NZ: http://www.bloomberg.com/news/australia-newzealand/ 
 
Share Market Data: 
 

• New York Stock Exchange: https://nyse.nyx.com/ 
 

• Australian Securities Exchange: http://www.asx.com.au/ 
 

• Yahoo Finance Australia: http://au.finance.yahoo.com/ 
 

• Quote.com: http://au.quote.com/home_au.aspx 
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Additional 
Required 
Equipment  

You need a calculator for this class. Please bring your calculator to class. It is an advantage 
to have a financial calculator, but not a requirement. Standard financial calculators include 
the HP 12C, the SHARP EL-735S, the HP 10B-II and the TI BA-II Plus. You are expected to 
learn how to operate the calculator on your own. However, I will guide you with some 
useful resources on how to work with the calculator and you can practice in class and 
tutorial. 
 
Every student of Stern is expected to be comfortable with EXCEL tools. In particular any 
Finance area major is expected to have a knowledge of these tools that extends beyond 
familiarity to an awareness of the uses, and limitations, of this technology. 
 
 

Week 1 
Monday 3 Feb 
 
 

Introduction & Course Overview (BKM, Ch 1, 2, 3) 
Financial instruments and markets  

Week  2 
Monday 10 Feb 
 
 

Time Value of Money (RWJ, Ch 4, 5.1-5.2) 
PV, FV, r, annuities, perpetuities 
 

Week  3 
Monday 17 Feb 
 

Performance Measurement (RWJ, Ch 5.3, 8.1, 8.4) 
Compounding, investment evaluation, HPR, IRR  
 
Assignment: Problem Set 1 due in class (5%) 
 
 

Week  4 
Monday 24 Feb 
 
 

Portfolio Theory 1 (BKM, Ch 5.1-5.6) 
Risk and return, portfolio terminology 
 
 

Week 5 
Monday 3 Mar 
 

Portfolio Theory 2 (BKM, Ch 6.1-6.5) 
Efficient portfolios, two risky assets, multiple risky assets, risk free assets 
 
 

Week 6 
Monday 10 Mar 
 

The CAPM (BKM, Ch 7.1-7.4) 
Equilibrium asset pricing 
Review for Midterm Exam 
 
Assignment: Problem Set 2 due in class (5%) 
 
Spring Semester Break 17-21 March  
 
 

Week  7 
Monday 24 Mar 
 

Equity Valuation (BKM, Ch 13)  
Valuation ratios, Dividend discount models  
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Week  8 
Monday 31 Mar 
 
 

Arbitrage and Midterm Exam 
Arbitrage and the law of one price (BKM, Ch 7.5) 
 
Midterm Exam (30%)  
 

Week  9 
Monday 7 Apr 
 
 

Fixed Income Securities 1 (BKM, Ch 10.1-10.5 ) 
Bond prices and yields 
 
Assignment: Problem Set 3 due in class (5%) 
 
 

Week  10 
Monday 14 Apr 
 

Fixed Income Securities 2 (BKM, Ch 10.5-10.6, 11.1-11. 3 ) 
Yield Curve Theories and duration 

Week  11 
Monday 21 Apr 

NO CLASS: EASTER MONDAY PUBLIC HOLIDAY 
 
 
 

Week  12 
Monday 28 Apr 
& Friday 2 May 
(Make-up 
Class) 

Monday: Options (BKM, Ch 15, 16)  
Options markets and option payoffs, option strategies  
 
Friday: Futures & Swaps (BKM, Ch 17) 
Forward and futures contracts, swaps 
 
Assignment: Problem Set 4 due in class (5%) 
 
 

Week  13 
Monday 5 May 
 
 

Market Efficiency (BKM, Ch 8) 
The efficient market hypothesis, mutual fund and analyst performance 
 

Week  14 
Monday 12 
May 

Review   
 
 
Final Exam Monday 19 May (45%) 9.30-11.30am 
 
 

Classroom 
Etiquette 

This is a seminar subject and requires active participation. It also requires respectful and 
engaged discussion, including listening to and respecting other points of view.  Attendance 
is mandatory and counts towards class participation. Your behavior in class should respect 
your classmates’ desire to learn. Each lecture begins and ends exactly on time. I understand 
your busy schedules, but try not to come late. Because of the classroom layout, it is 
disruptive no matter how quiet you are. Laptops, cell phones, and other electronic devices 
with wireless connections are not permitted during class. If you carry a cell phone or any 
other type of ‘audible alert device’, please turn it off before entering class. Do not engage in 
side conversations during the lecture. Repeated occurrence of such disruptions will be 
reflected in the final grade. 
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Your Instructor 
 
Dr. Lan Sun is an Adjunct Senior Lecturer from University of New England. She holds a Ph.D. from Curtin 
University and MAF and MBA from the University of Newcastle. She has teaching experience across 
universities including the University of Newcastle, Curtin, and University of New England with a focus on 
finance foundations, corporate finance, postgraduate finance, international accounting and auditing. She 
received the VC Commendation for the unit Introductory Finance taught in UNE. Her research interests cover 
financial reporting quality, earnings management, corporate governance, executive compensation, market 
efficiency, and fair value. She published in journals including Australasian Accounting Business and Finance 
Journal, Asian Academy of Management Journal of Accounting and Finance, Journal of Modern Accounting and 
Auditing, Journal of Risk and Decision Analysis, Global Review of Accounting and Finance, International Journal 
of Business, Economics, Finance and Management Sciences, Academy of Taiwan Business Management 
Review,  International Review of Business Research Papers and International Journal of Innovation, 
Management and Technology. She is a member of American Finance Association, Accounting and Finance 
Association of Australian and New Zealand,  Chinese Economists Society and CPA Australia.   
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