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NYU Madrid 

FINC-UB 9002.M01 
Foundations of Finance 

Fall 2018 

Instructor Information 

● Name: Luis Garvía 

● Office hours: Monday (5:30 - 6:00 p.m.) & Wednesday (6:30 - 7:30 p.m.) 

● Email address: lg139@nyu.edu  

Course Description 

This course is a rigorous, quantitative introduction to financial market structure and financial 

asset valuation. The main topics of the course are arbitrage, portfolio selection, equilibrium 

asset pricing (CAPM), fixed income and equity securities and derivative pricing. You are 

expected to understand valuation formulas and can 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. 

 

● Co-requisite or prerequisite:  Co-requisite or prerequisite:  1) STAT-UB 103 Statistics for 

Business Control and Regression/Forecasting Models OR STAT-UB 1 Statistics for 

Business Control (4 credit) plus STAT-UB 3 Regression/Forecasting (2 credit) OR 

equivalent AND (2) one of the following: ECON-UB 1 Microeconomics OR ECON-UA 2 

Economic Principles II, OR ECON-UA 5 Introduction to Economic Analysis, AND (3) 

ACCT-UB 1 Principles of Financial Accounting AND (4) At least Sophomore Standing 

 

● Class meeting days and times: Monday (6:00-7:20 p.m.) & Wednesday (7:30-8:50 p.m.) 

 

Assessment Components 

The assignments for the course consist of 6 problem sets, an in-class midterm examination and 

a final examination. Problem set questions will be handed out in class. Each student or group of 

students should hand in a set of solutions with his/her/all names displayed on the top. Midterm 

and final exam questions will draw heavily from the problem sets. The in-class midterm and the 

final exam will consist of multiple choice questions and short problems like those on the problem 

sets, in the textbook, and in the lecture notes. They will be closed book exams. 
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Grading of Assignments 

The grade for this course will be determined according to the following formula: 

Assignments/Activities % of Final Grade 

Class participation 5% 

Problem sets 20% 

Midterm exam 30% 

Final exam 45% 

 

Failure to submit or fulfill any required course component will result in failure of the class, 

regardless of grades achieved in other assignments. 

 

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. 

 

Course Schedule 

Topics and Assignments 

 

Week/Date Topic Reading 

Session 1, 
August 29th 

 

Introduction 

Course overview 

 

 

Session 2, 
September 3rd 

 

Financial Instruments & Markets 

 

 

  Skim: BKM 1-3 

Session 3, 
September 5th 

 

Time Value of Money 

PV, FV, r 

 

  Read: RWJ 4, 5.1-5.2 
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Week/Date Topic Reading 

Annuities, perpetuities 

 

Session 4, 
September 
10th 

 

Performance Measurement 

Compounding 

Investment evaluation (NPV, IRR) 

 

 

  Read: RWJ 5.3, 8.1, 8.4 

 

Session 5, 
September 
12th 

Portfolio Theory I 

Statistics review 

Risk and return 

 

Read: BKM 5.1-5.3 

 

Session 6, 
September 
17th 

Portfolio Theory II 

Combining 2 risky assets 

Portfolio terminology 

 

Read: BKM 6.1-6.2 

Session 7, 
September 
19th 

 

Portfolio Theory III 

Investor preferences 

Efficient portfolios 

 

Session 8, 
September 
24th 

 

Portfolio Theory IV 

Adding a riskless asset 

 

 

Read: BKM 5.4-5.6, 6.3 

Session 9, 
September 
26th 

 

Portfolio Theory V 

Multiple risky assets 

 

 

Read: BKM 6.4-6.6 

 

Session 10, 
October 1st 

 

The CAPM I 

Equilibrium asset pricing 

 

 

Read: BKM 7.1-7.2 

 

Session 11, 
October 3rd 

The CAPM II 

Applying the CAPM 

 

 

Read: BKM 7.3-7.5 

Session 12, 
October 8th Market Efficiency 

 

 

Read: BKM 8 

 

Session 13, 
October 10th 

 
Review/Problem Session 
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Week/Date Topic Reading 

Session 14, 
October 15th 

 
Midterm Exam 
 

 

Session 15, 
October 17th  

Equity Valuation I 

Valuation ratios 
Dividend discount models 
 

 

Read: BKM 13 

Session 16, 
October 22nd  

Equity Valuation II 

Growth 
 

 

Session 17, 
October 24th  

Arbitrage 

Arbitrage and the law of one price 
 
 

 

Session 18, 
October 29th  

Fixed Income Securities I 

Bond prices and yields 

 

 

Read: BKM 2.1-2.2, 10.1-10.4 

 

Session 19, 
November 5th  

Fixed Income Securities II 

Forward rates and the yield curve 

 

 

Read: BKM 10.6 

 

Session 20, 
November 7th  

Fixed Income Securities III 

Interest rate risk and default risk 

 

 

Read: BKM 10.5, 11.1, 11.3 

Session 21, 
November 12th  

Fixed Income Securities IV 

Interest rate risk management and 

active management 

 

Read: BKM 11.2, 11.4 

 

Session 22, 
November 14th 
 

 

Options I 

Options markets and option 

payoffs 

 

 

Read: BKM 15 

Problem Set 5 

Session 23, 
November 
19th 

 

Options II 

Option strategies and the 

determinants of option value 

 

Read: BKM 16.1-16.2 
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Week/Date Topic Reading 

 

Session 24, 
November 
21st 

 

Options III 

Binomial and Black-Scholes option 

pricing 

 

 

Read: BKM 16.3-16.5 

Session 25, 
November 
26th 

Futures 

Forward and futures contracts 

 

 

Read: BKM 17.1-17.5 

 
Session 26, 
November 28th 
 

 
Swaps 

 
Read: BKM 17.6 

Session 27, 
December 3rd 

 

Investment Management 

Mutual funds, hedge funds and 
performance evaluation 
 

 

Skim: BKM 4, 18 

 

Session 28, 
December 5th 

 
Review Session 
 

 

 

Note: BKM refers to Bodie, Kane and Marcus, Essentials of Investments, and RWJ refers to 

Ross, Westerfield, and Jordan, Essentials of Corporate Finance. Readings should be done prior 

to the class session in which the material is discussed. 

Course Materials 

Required Textbooks & Materials  

The main textbook for the course is 

Zvi Bodie, Alex Kane, and Alan J. Marcus, Essentials of Investments, 10th Edition, 

McGraw-Hill Irwin, 2017. 

 

The text comes with a solutions manual for the end-of-chapter problems. Further required 

material is in the custom published version of selected chapters from 

Stephen A. Ross, Randolph W. Westerfield, and Bradford D. Jordan, Essentials of 

Corporate Finance, 9th Edition, McGraw-Hill Irwin, 2017. 
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Finally, you need a calculator for this class. It is a distinct advantage to have a financial 

calculator, but not an absolute requirement. However, if you plan to take other finance classes, 

you will get good use out of a financial calculator. 

 

Resources 

● Access your course materials: NYU Classes (nyu.edu/its/classes) 

● Databases, journal articles, and more: Bobst Library (library.nyu.edu) 

● Assistance with strengthening your writing: NYU Writing Center 

(nyu.mywconline.com) 

● Obtain 24/7 technology assistance: IT Help Desk (nyu.edu/it/servicedesk) 

 

Course Policies 

Attendance Policy 

Study abroad at Global Academic Centers is an academically intensive and immersive 

experience in which students from a wide range of backgrounds exchange ideas in 

discussion-based seminars. Learning in such an environment depends on the active 

participation of all students. And since classes typically meet once or twice a week, 

even a single absence can cause a student to miss a significant portion of a course. To 

ensure the integrity of this academic experience, class attendance at the centers is 

mandatory, and unexcused absences will be penalized with a two percent deduction 

from the student’s final course grade for every week's worth of classes missed. 

Students are responsible for making up any work missed due to absence. Repeated 

absences in a course may result in harsher penalties including failure.  

 

Unexcused absences affect students’ grades:  In classes meeting twice a week, a 1% 

deduction from the student’s final course grade occurs on the occasion of each 

unexcused absence.  

 

Absences are excused only for illness, religious observance, and emergencies. 

  

Illness: For a single absence, students may be required to provide a doctor’s note, at 

the discretion of the Assistant Directors of Academics.  In the case of two consecutive 

absences, students must provide a doctor’s note.  Exams, quizzes, and presentations 

will not be made up without a doctor’s note. 

 

Religious Observance:  Students observing a religious holiday during regularly 

http://www.nyu.edu/its/classes
http://library.nyu.edu/
https://nyu.mywconline.com/
http://www.nyu.edu/it/servicedesk
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scheduled class time are entitled to miss class without any penalty to their grade. This is 

for the holiday only and does not include the days of travel that may come before and/or 

after the holiday. Students must notify their instructor and the Academic Office in writing 

via email one week in advance before being absent for this purpose.  If exams, quizzes, 

and presentations are scheduled on a holiday a student will observe, the Assistant 

Directors, in coordination with the instructor, will reschedule them. 

 

Please note:  if you are unable to attend class, you are required to email your 

professors directly and notify them. 

Late Submission of Work 

The problem sets should be handed in before the end of the class session in which they 

are due. They can be given to me in class or emailed. Regardless of the method of 

delivery, the same deadline applies. Assignments that are late but within 24 hours of the 

deadline, will receive ½ credit. After 24 hours, no assignments will be accepted (unless 

due to documented serious illness or family emergency); it is unfair to the other students 

in the class. 

Academic Honesty/Plagiarism 

At NYU, a commitment to excellence, fairness, honesty, and respect within and outside 

the classroom is essential to maintaining the integrity of our community.  

Plagiarism: presenting others' work without adequate acknowledgement of its source, 

as though it were one’s own.  Plagiarism is a form of fraud.  We all stand on the 

shoulders of others, and we must give credit to the creators of the works that we 

incorporate into products that we call our own.  Some examples of plagiarism: 

 a sequence of words incorporated without quotation marks 

 an unacknowledged passage paraphrased from another's work 

 the use of ideas, sound recordings, computer data or images created by 

others as  though it were one’s own 

 submitting evaluations of group members’ work for an assigned group 

project which misrepresent the work that was performed by another group 

member 

 altering or forging academic documents, including but not limited to 

admissions materials, academic records, grade reports, add/drop forms, 

course registration forms, etc. 

 using language translation software. 

 

For further information, students are encouraged to check NYU Policies and Guidelines 

https://www.nyu.edu/about/policies-guidelines-compliance/policies-and-guidelines/academic-integrity-for-students-at-nyu.html
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on Academic Integrity (about/policies-guidelines-compliance/policies-and-

guidelines/academic-integrity-for-students-at-nyu.html) 

Disability Disclosure Statement 

Academic accommodations are available for students with disabilities. Please contact 

the Moses Center for Students with Disabilities (212-998-4980 or mosescsd@nyu.edu) 

for further information. Students who are requesting academic accommodations are 

advised to reach out to the Moses Center as early as possible in the semester for 

assistance. For more information, see Study Away and Disability 

(https://www.nyu.edu/students/communities-and-groups/students-with-disabilities/study-

away.html). 

 

https://www.nyu.edu/about/policies-guidelines-compliance/policies-and-guidelines/academic-integrity-for-students-at-nyu.html
mailto:mosescsd@nyu.edu
https://www.nyu.edu/students/communities-and-groups/students-with-disabilities/study-away.html

