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Investment Planning is one of seven courses in the AFS and CFP Board Model Financial Planning Curriculum.  Other courses are:

· Personal Financial Planning

· Insurance Planning

· Income Tax Planning

· Retirement Planning

· Estate Planning

· Personal Financial Planning Capstone

Each course is designed as a three-credit (semester) course at the upper division baccalaureate level or, with suggested enhancements, at the master’s level.  With the prerequisite courses suggested in course syllabi, these courses meet CFP Board’s curriculum registration requirements for content, level and length.  Programs that do not include prerequisite courses would need to make modest modifications to some courses to meet CFP Board’s requirements for program registration.

For additional information about the Academy of Financial Services (AFS) see www.academyfinancial.org .   The Web site for Financial Services Review, the journal of AFS, can be accessed from the AFS Web site.

For additional information about Certified Financial Planner Board of Standards Inc. (CFP Board) see www.CFP.net. 

For information about registering a financial planning curriculum with CFP Board, contact

Education Department, CFP Board at 800-613-6240or education@CFP-Board.org.  CFP Board’s mailing address is:


CFP Board


1670 Broadway, Suite 600


Denver, CO  80202-4809

Course Title: 
Investment Planning
Part of the AFS and CFP Board Model Financial Planning Curriculum
Contact Hours:
minimum 3 contact hours per week over 15 weeks
Course Level:


Upper division baccalaureate

Masters
Certificate

Prerequisites:
Undergraduate:

Time value of money


Economic principles


Basic statistics

Accounting principles

Graduate:
(Includes all undergraduate pre-requisites and any additional listed below)

Course Description:
This course provides the student with an understanding of the various types of securities traded in financial markets, investment theory and practice, portfolio construction and management, and investment strategies and tactics. 

Course Objectives: 


Upon successful completion of this course, students should be able to:

· Understand the importance of financial markets and instruments in the wealth creation process

· Understand where the investment process fits into the achievement of investor’s financial goals

· Evaluate different types of financial instruments

· Evaluate the return and risk implications of different investing strategies and tactics
Intellectual Development:
[Insert appropriate statement of larger educational objectives that are dealt with in the course. Projects and classroom approaches will determine what is appropriate to include, and the language preferred by the university will dictate the descriptors used. For example, in a course that includes a case project complete in teams and presented both orally and in writing, plus a paper on a current issue in the field, the statement could be as follows: 

[“In addition to developing technical expertise in the course subject matter, this course develops and fosters:

· Communication skills, both written and oral

· Critical thinking

· Decision-making

· Team work

· Intellectual curiosity and lifelong learning”]
Faculty, Office Hours and Contact Information: [insert appropriate information]

Course Website: 


[Insert appropriate information]
Required Textbook(s):

The most current editions of one or more of the following textbooks are recommended by course designers.  This does not imply endorsement by CFP Board.  Other textbooks not named here may also be appropriate.  


Undergraduate:
	Title
	Author 
	Publisher

	Essentials of Investments
	Bodie, Kane and Marcus
	McGraw-Hill Irwin

	Fundamentals of Investments
	Gitman & Joehnk
	Addison Wesley

	Investments: An Introduction
	Mayo
	Wiley

	Investments
	Reilly and Norton
	Thompson Southwestern

	Fundamentals of Investments for Financial Planning
	Cordell & Woerheide
	The American College

	Investments: Analysis and Management
	Jones
	Thompson Southwestern

	Graduate Texts

	Investments
	Bodie, Kane and Marcus
	McGraw-Hill Irwin

	Investment Analysis and Management
	Reilly & Brown
	Thompson Southwestern



Graduate:
	Title
	Author 
	Publisher

	Essentials of Investments
	Bodie, Kane and Marcus
	McGraw-Hill Irwin

	Fundamentals of Investments
	Gitman & Joehnk
	Addison Wesley


Certificate:

	Title
	Author 
	Publisher

	Same as Undergraduate
	
	


Other Required Knowledge/Materials:


Spreadsheet knowledge

Financial calculator

Other Recommended Material:



Access to financial publications: The Wall Street Journal, Investor’s Business Daily 
Access to the Internet

Suggested Web Sites:
http://www.sec.gov/
http://www.nasd.com/
http://www.bloomberg.com/
http://www.morningstar.com/
http://www.nber.com/
http://www.cme.com/
www.bondmarkets.com
Supplementary Graduate Reading: 

A Random Walk Down Wall Street, by Burton Malkiel

Market Wizards, by Jack Schrager

Capital Ideas, by William Bernstein 

Stocks for the Long Run, by Jeremy Seigel

A Mathematician Plays the Stock Market, by John Paulos

The Intelligent Investor, by Benjamin Graham and Jason Zweig
What Practitioners Need to Know ….. About Utility, by Mark Kritzman
In Search of Excellence: The Investors Viewpoint, by Michelle Clayman

The Use of Futures in Immunized Portfolios, by Jess B. Yawitz and William J. Marshall

Trading Strategies Involving Options, by John Hull
Detailed mutual fund analysis

Detailed evaluation of portfolio manager’s rationale

Case analyses 

Suitability analysis – risk tolerance, investment appropriateness, time horizon issues
Course Projects and Assignments:


Undergraduate:
· Simulations include SIMGame, Stock-Trak,  etc.

· Portfolio Project. See the description of an example project that is appended to the end of this syllabus 
Graduate:

(Includes all undergraduate projects and assignments and any additional listed below)

Certificate:

(Includes all undergraduate projects and assignments and any additional listed below)

Course Policies:


[Insert policies specific to the course, such as, make-up exams, late papers/projects, and so on] 

Grading – Assessment of Student Mastery of Course Content:
[The university’s/professor’s grading policy should be inserted here.]

Intellectual Honesty:

[Insert university’s policy on intellectual honesty, plagiarism, and related matters] 

Other University Policies:
[Insert other relevant university policies] 

Course Outline – the professor retains the right to modify this outline:

The following outline is organized by week and requires the class will meet for at least three hours per week for 15 weeks. [insert appropriate number of out of class preparation required for your course]

Note: PM indicates “Project Material” and shows the topics included in the attached project

Note: PM indicates “Project Material” and shows the topics included in the attached project

	Week
	Content; Assignments; Tests
	Reading and Preparation
[Faculty to add]
	CFP Board 

Topics

	1
	Overview: Goals/purposes, Securities Markets and Instruments; Inst’l Issues

Importance of investment planning in the financial planning process, ethical issues for advisors, regulation of advisors

The role and types of financial markets

Financial instrument: CDs and cash equivalents, municipal and corporate bonds, promissory notes, insurance-based investments, stocks, derivatives, 

Types of orders, margin

Additional issues: 

Steps in investing – the investment process

Overview-pooled investments: hedge funds, reits, variable annuities 

Alternative investments (e.g., small business valuation)  
	
	1A-C

2A

34A-34D

41G



	2
	Investment Return and Risk: Return measures, Risk Measures

Types of investment risk

Measures of investment risk

Measures of investment returns

Time vs. dollar-weighted rate of return

Tax Risk
Additional issues:

Arithmetic mean, geometric mean, real after-tax return, expected return vs. required return 

Coefficient of variation
	PM

	35A-35J

36B-36H

37A-37L

37C

35L
37A,B

	3-

4
	Portfolio Concepts: diversification, performance measurement, and the EMH 

Modern portfolio theory 

Benchmarks 

Indexing, buy-and-hold 

Probability analysis/Monte Carlo simulation

Additional issues:

Money manager selection and monitoring 

Efficient Markets Hypothesis 

EMH anomalies 

Market timing 

Additional issues:

Behavioral finance 

Technical analysis 
	PM
PM

	39A

40D

41B,C

36A, 40E

39B

39B

41A

39C
40B

	5
	Portfolio Management: Asset Allocation and Diversification

Investment policy statements

Strategic asset allocation: life cycle analysis, risk tolerance assessment, asset class analysis

Tactical asset allocation

Passive vs. active portfolio management

Stock selection

Concentrated portfolios
	PM

	40C

42A,D

42B-C

42A

40A-D

42E

	6
	Fundamental analysis  

Economic analysis

Industry analysis

Security selection

	PM
	40A

10A-G

40C

	7-8
	Equity valuation

Capitalized earnings 

Dividend discount models 

Valuation ratio approaches 

Intrinsic value 

Book value 

Investment Strategies: formula investing 

Dollar-cost averaging 

Dividend reinvestment plans 

Additional issues

Direct stock purchase plans 
	
	38B

38C

38D

38E

41F

41F

	9
	Asset Pricing Models  
Capital asset pricing model

Multi-factor asset pricing model (APT)

Other models

	
	43A

43B



	10-

11
	Introduction to Bonds 

Types of Bonds

Bond ratings and rating agencies 

Bond Covenants 

Innovations in Bonds 

Additional Topics
Introduction to Term Structure of Interest Rates 

Bond Valuation

Yield-to-maturity, yield-to-call, IRR 

Duration, convexity

Formula investing: ladders and barbells 

Tax-equivalent yield, SEC yield, 

Portfolio immunization 

Additional Topics
Managing Fixed Income Portfolios 

Bond indexing 

Active-passive Management of Bonds 

CMO’s, Strips, etc. 


	
	40B-D

37H,37J 37H

38A

41F

40F

41D

40D

41B



	12
	Pooled investments: analysis and selection

Mutual fund evaluation

Closed-end funds

ETFs

REITS

UITs

Hedge funds 

Variable annuities

Other Investment Media: GIC’s and Real Estate
Additional issues

Third-party evaluation: Morningstar, Wiesenberger’s, Lippert’s

Manager Risk
	
	40G

34E

34E

34G

34E

34H

34F.G
35L


	13-

14
	Derivative Instruments and Markets

Options and futures 

Types of Securities 

Mechanics of Derivative Trading 

Option pricing models 

Options pricing Models (Contd.) 

Hedging and option strategies 

Swaps and collars 

Institutional/Individual Strategies 
	
	34H

43C,D

41E

41G-I



	15
	Taxation and Tax Strategies

Tax-efficient investing

Investment strategies in tax-advantaged accounts

Taxation of investment vehicles
	
	40F

53A-67F-66G

34B-E

	
	Final Exam – as shown on university schedule
	
	


Example of Portfolio Project


Security Analysis and Portfolio Management: The Real Time Exercises.
BUS 593 SUPPLEMENTARY SYLLABUS CONTAINS PROJECT SAMPLE.XLS
The project is initiated with the construction of  portfolios (P1-P3).  The project will continue through the term and will require monitoring the portfolios on an ongoing basis.  Each Portfolio will begin with an initial capital of $1 million. The project begin date ( first observation; for valuation using end of week closing prices i.e. Friday, July 29th, 2005) is Monday, August 1, 2005, i.e. you’ll have 4 weeks of hindsight – not to worry, it’s the next 9 weeks that will matter most.  The last observation will be on October 31, using  Friday closing prices of October the 28th . Thus, the portfolios will have a 13 week span or one quarter. The descriptions of each of the portfolios follow:

P1:

This is the managed portfolio.  This portfolio may consist of all possible assets, with some limiting conditions, as follows:

1) The proportion of equity in this portfolio is restricted through restrictions on holdings of other assets.  Choose up to 15 stocks that you feel are stocks you will buy today. Else, you may choose equity (mutual) funds, international equity funds or any combination of all above. The stock value of the portfolio CANNOT exceed 60% of the portfolio value, in any week.  If your stocks appreciate such that the total stock value exceeds 60%, the excess must be sold and reallocated among other asset classes.
2) The value of this portfolio invested in Money Market Funds (Cash) must be >= 5%. To find MMFs, go to www.ibcdata.com/mfs/toppers.htm for a huge list. Or simply use the MM interest rate prevailing in the market. Make sure to divide the rate by 52 to use in weekly compounding.

3) The portfolio must invest at least 20% of its funds in bonds (or bond funds) and/or other assets.

4) This portfolio may invest in any other assets that are traded as funds or indexes, e.g. real estate (REITs), International Bonds, commodities, currencies, etc.

For 3, and 4, above, I suggest the use of mutual funds (simpler), though you are welcome to use individual bonds and other assets.  To find mutual funds, go to  websites.

Here’s an example: go to (free)

www.yahoo.com/finance or www.morningstar.com for information on various funds. 

You will find about many different categories of funds.  You can specify a category and then return criteria (e.g. 1 year HPR) and it’ll show you the top 25 funds using that criteria.  Choose whichever you like. Do the same for any type of asset (e.g. money market, real estate, etc.)  Do the same for other categories (Real Estate, etc.)

You can use 1 or more funds for each of the above categories.

P2:

This is a random portfolio.  Each of you will setup your own randomly drawn p’folio with 15 stocks (In class exercise). This portfolio will be equally weighted (i.e. approx. $66,667/stock, to begin with).  You are asked to choose 20 numbers (any 20) between 1 and 7000 when you come to class the first day. Put these 20 numbers on a piece of paper with your name.   I’ll provide you with the appropriate stocks denoted by those numbers. The nature of this assignment will become clearer as we progress through the class

P3:

S&P 500 portfolio with the entire $1 million in the index. Note the value of the S&P 500 on the Friday before the last class day. (Ticker symbol: ^GSPC)

You will now create an Excel workbook (name the workbook by the syllables of your name, e.g. Mary Joe Smith would name MJS.xls) with two sheets for each portfolio.  For each portfolio, create a calculation sheet and a chart sheet.  The Calc sheet will contain a column for the securities in the p’folio, their weights (or # of shares, etc.) and then a week by week compilation of values.  The first week is the week beginning the first day of class.  Compile the prices/wts for each component of the portfolio. (note: total value of all p’folios in wk 1 is $ 1 million).  Now, each week, compute the value of each portfolio using the previous day (Friday) closing prices.  (Use a portfolio service like “Quicken” or “Morningstar” to find end of day values.  They’re free and easy to use).  For each week, find the change in p’folio value (Do not include any dividends in any calculations).  I am appending a sample of such a portfolio at the end of this description

To find closing prices, go tomoneycentral.msn.com , www.yahoo.com and a host of other sites to find data. Click on charts on the side panel and enter a ticker symbol. When the chart is displayed, go to the bottom of the chart and click the “show table” button. The historical closing prices will be shown.

You will also create a worksheet for entry of weekly performance.  Each week, you will have to compute the $ value of the 3 portfolios (i.e. what happens to your $1 million in each of the p’folios on a weekly basis) in one chart.  You will also calculate on a weekly basis, the weekly holding period return (HPR). This computation will be for the equity portion only, of P1 and for P2 and P3. The HPR is given as:

HPR= [value (this week)-value (last week)]/value(last week)

You will email me these two results on a weekly basis beginning with the third class week, i.e. September 13, 2005.  

Project Report

This will be a typed, 2-3 page report of your experiment.  These  pages will explore the issues involved in portfolio management.  Essentially, the report will delve into the why’s/how’s of the differences of the portfolios.  This section will become much clearer when we are close to completing the course; hence, it will be clarified later.


[image: image2.emf]P1:  Managed Portfolio Week 1

Price/Sh-Week 1 Shares Actual Price/Sh-Week 2 Shares Actual

Equity (<=60%) (prev. Friday closing) (prev. Friday closing)

GE 41.25 1,696.970 70000.00 41.38 1,696.970 70220.60606

MSFT 66.54 751.428 50000.00 70.04 751.428 52629.99699

MU 27.32 2,745.242 75000.00 25.92 2,745.242 71156.66179

AMEX 22.45 1,781.737 40000.00 30.08 1,781.737 53594.65479

BA 35.1 1,566.952 55000.00 33 1,566.952 51709.40171

PEP 49.92 1,502.404 75000.00 52.12 1,502.404 78305.28846

MCD 27.86 1,794.688 50000.00 29.92 1,794.688 53697.05671

VTSMX NAV 25.27 2,374.357 60000.00 24.05 2,374.357 57103.28453

FMAGX NAV 103.28 580.945 60000.00 100.78 580.945 58547.63749

Total 535000.00 546964.5885< = 60% of total $P1 value

HPR 0.0224

Bonds & Other Assets (> 20 % of Total Portfolio)

     Managers Funds $22.31 4,500.0 100395.00 24.62 4,500.0 110790

     Galaxy Funds Trust (CorpBd) $10.44 12,700.0 132588.00 11.02 12,700.0 139954

     Oppenheimer A (Bond A) $9.90 11,000.0 108900.00 10.75 11,000.0 118250

Total Bonds 341883.00 368994.00

REITs $8.00 3,908.4 31267.00 8.92 3,908.4 34862.705

Currencies EURO's $0.0000 0.0 0.00 0.0 0

Currencies Brit Pound $1.4220 25,000.0 35550.00 1.4724 25,000.0 36810

Commodities $0.00 0.0 0.00

Precious Metals

Total(other assets) 408700.00 440666.71

Proportion 42.21%> = 20% of total $P1 value

Total Portfolio 943700.00 987631.29

Cash (>=5% of portfolio) yield 3%/yr, this week 56300.00 Note calc 56,332.48> = 5% of total $P1 value

Total Project Investments 1000000.00 $ Value (P1) 1043963.77

P2: Random Portfolio

List Investment Price # of Actual value

# ID Name per share Shares

3,099 HAF Hallmark Financial Serv 0.55 121,212.109 66666.66

179 AIRM Air Methods 3.85 17,316.016 66666.66

6,450 SFT Stratesec 1.58 42,194.089 66666.66

1,210 AB Cannon Express 1.50 44,444.440 66666.66

4,095 LCBM LifeCore Biomedical 6.75 9,876.542 66666.66

3,830 JNJ Johnson & Johnso 92.25 722.674 66666.67

6,290 SZB Southfirst Banchares 11.33 5,884.084 66666.67

2,746 FS Four Seasons Hotels 61.70 1,080.497 66666.67

327 ABFI American Bus Fin Serv. 12.80 5,208.334 66666.67

1,500 CIT CIT Group 38.98 1,710.279 66666.67

2,906 GEOI Geo Resources 2.20 30,303.032 66666.67

5,558 PRBZ ProBusiness Services 25.75 2,588.997 66666.67

4,920 NBN Northwest Bancorp 11.00 6,060.606 66666.67

601 ASA ASA International 1.50 44,444.447 66666.67

9 TDSC 3D Systems 17.95 3,714.021 66666.67

15 Totals 19.31 336,760.165 1000000 Week 2

HPR (P2) ?

$Value(P2) ?

P3: "S&P 500" Market Portfolio Start

Week 1 Week 2

Weekly closing price 1,277.89 1,298.07

% Change HPR 1.6%

$ Value $1,000,000 $1,015,792

Email at fp@clunet.edu the following WORKBOOK every Monday, beginning 9/13/04

Report Format

Portfolio Values (WORKSHEET 1)

Week 8/4/2003 8/11/2003 8/18/2003

P1 $1,000,000 1,043,964 1,033,874

P2 $1,000,000 1,023, 049 1,002,492

P3 $1,000,000 1,015,792 1,011,023

Holding Period Returns (WORKSHEET 2)

Week 8/4/2003 8/11/2003 8/18/2003

P1 0 0.0224 0.0002

P2 0 0.0031 0.0023

P3 0 0.0158 0.0004

4
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1

2

3

4: Format

Labels

Note Starting Date
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A

						P1:  Managed Portfolio				Week 1

										Price/Sh-Week 1		Shares		Actual				Price/Sh-Week 2		Shares		Actual

						Equity (<=60%)				(prev. Friday closing)								(prev. Friday closing)

						GE				41.25		1,696.970		70000.00				41.38		1,696.970		70220.6060606061

						MSFT				66.54		751.428		50000.00				70.04		751.428		52629.9969942891

						MU				27.32		2,745.242		75000.00				25.92		2,745.242		71156.6617862372

						AMEX				22.45		1,781.737		40000.00				30.08		1,781.737		53594.6547884187

						BA				35.1		1,566.952		55000.00				33		1,566.952		51709.4017094017

						PEP				49.92		1,502.404		75000.00				52.12		1,502.404		78305.2884615385

						MCD				27.86		1,794.688		50000.00				29.92		1,794.688		53697.0567121321

						VTSMX		NAV		25.27		2,374.357		60000.00				24.05		2,374.357		57103.2845271072

						FMAGX		NAV		103.28		580.945		60000.00				100.78		580.945		58547.6374903176

												Total		535000.00								546964.588530048		< = 60% of total $P1 value

																				HPR		0.0224

						Bonds & Other Assets (> 20 % of Total Portfolio)

						Managers Funds				$22.31		4,500.0		100395.00				24.62		4,500.0		110790

						Galaxy Funds Trust (CorpBd)				$10.44		12,700.0		132588.00				11.02		12,700.0		139954

						Oppenheimer A (Bond A)				$9.90		11,000.0		108900.00				10.75		11,000.0		118250

						Total Bonds								341883.00								368994.00

						REITs				$8.00		3,908.4		31267.00				8.92		3,908.4		34862.705

						Currencies		EURO's		$0.0000		0.0		0.00						0.0		0

						Currencies		Brit Pound		$1.4220		25,000.0		35550.00				1.4724		25,000.0		36810

						Commodities				$0.00		0.0		0.00

						Precious Metals

						Total(other assets)								408700.00								440666.71

																				Proportion		42.21%		> = 20% of total $P1 value

						Total Portfolio								943700.00								987631.29

						Cash (>=5% of portfolio)				yield		3%/yr, this week		56300.00						Note calc		56,332.48		> = 5% of total $P1 value

						Total Project Investments								1000000.00						$ Value (P1)		1043963.77

						P2: Random Portfolio

		List				Investment				Price		# of		Actual value

		#		ID		Name				per share		Shares

		3,099		HAF		Hallmark Financial Serv				0.55		121,212.109		66666.66

		179		AIRM		Air Methods				3.85		17,316.016		66666.66

		6,450		SFT		Stratesec				1.58		42,194.089		66666.66

		1,210		AB		Cannon Express				1.50		44,444.440		66666.66

		4,095		LCBM		LifeCore Biomedical				6.75		9,876.542		66666.66

		3,830		JNJ		Johnson & Johnso				92.25		722.674		66666.67

		6,290		SZB		Southfirst Banchares				11.33		5,884.084		66666.67

		2,746		FS		Four Seasons Hotels				61.70		1,080.497		66666.67

		327		ABFI		American Bus Fin Serv.				12.80		5,208.334		66666.67

		1,500		CIT		CIT Group				38.98		1,710.279		66666.67

		2,906		GEOI		Geo Resources				2.20		30,303.032		66666.67

		5,558		PRBZ		ProBusiness Services				25.75		2,588.997		66666.67

		4,920		NBN		Northwest Bancorp				11.00		6,060.606		66666.67

		601		ASA		ASA International				1.50		44,444.447		66666.67

		9		TDSC		3D Systems				17.95		3,714.021		66666.67

		15				Totals				19.31		336,760.165		1000000												Week 2

																								HPR (P2)		?

																								$Value(P2)		?

						P3: "S&P 500" Market Portfolio				Start

										Week 1		Week 2

						Weekly closing price				1,277.89		1,298.07

						% Change		HPR				1.6%

						$ Value				$1,000,000		$1,015,792

		Email at fp@clunet.edu the following WORKBOOK every Monday, beginning 9/13/04

						Report Format

						Portfolio Values (WORKSHEET 1)

						Week		8/4/03		8/11/03		8/18/03

				P1				$1,000,000		1,043,964		1,033,874

				P2				$1,000,000		1,023, 049		1,002,492

				P3				$1,000,000		1,015,792		1,011,023

						Holding Period Returns		(WORKSHEET 2)

						Week		8/4/03		8/11/03		8/18/03

				P1				0		0.0224		0.0002

				P2				0		0.0031		0.0023

				P3				0		0.0158		0.0004
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