Department of Economics

Lehigh University

Real Options and Investment Strategy                                
Instructor: Wenlong Weng

ECO423                                                 


Fall 2004

Class Location and Time: M, 06:10 pm - 09:00 pm, RB 141 

Administrative

Office:

#421 Rauch Business Center

Phone:

758 - 4775

Email:

wew4@ lehigh.edu

Office Hours: MW 3:00-4:30, and by appointment 

NOTE:  Please put ECO 423 in the subject line of any email that you send me.

Course description: 

This is an introductory graduate level course in financial economics. It focuses on the principles underlying financial decision making which are applicable to all forms of

investment: stocks, bonds, real estate, corporate finance, etc. It is intended for students with strong technical backgrounds who are comfortable with mathematical arguments. The course is divided into three main parts: deterministic finance, single-period uncertainty finance, and options theory and its application.

Text Required:  

Investment Science, David G. Luenberger, Oxford University Press, 1998.

Text Recommended:  

Real Options: Principles and Practice, David Newton, Dean Paxson, Sydney Howell, Mustafa Cavus, Andrew Stark

Prerequisites: Calculus, Probability, and comfort with mathematical arguments.  Knowledge of optimization is helpful.

Blackboard

We will be using a blackboard on the web to post materials for the class.  I will post a copy of this syllabus, as well as announcements, homework assignments, answer keys, and any supplementary material on the board.  You are responsible for checking the site regularly, as well as for downloading assignments and keys yourself, as these materials will not be handed out in class.  .

Homework

Homework will be assigned approximately every one to two weeks. Homework is

due in class. Late homework will be assessed a penalty of 10 points per day, and will not be accepted after one week.

Grading:

Homework



20%

Midterm 



30%

Final  




50% *

*NOTE: We may decide to have one project in the course.  If so, the project may be carried out in teams between 3 and 5 students, and students arrange their own teams. The project would count 10% and the final 40%.  

Course Outline:

Deterministic Cash Flow Streams

Chapter 1


Introduction

Chapter 2


The Basic Theory of Interest

Chapter 5


Applied Interest Rate Analysis

Single-Period Random Cash Flows 

Chapter 6


Mean-Variance Portfolio Theory

Chapter 7 


The Capital Asset Pricing Model

Chapter 8


Models and Data

Chapter 9


General Principles

Options Theory and Application

Chapter 11 


Models of Asset Dynamics

Chapter 12


Basic Options Theory




Chapter 13


Additional Options Topics

Chapters in


Real Options in Practice

