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Commerce 3FB3 
Security Analysis 

Fall 2019 Course Outline 
 

Finance and Business Economics Area 
DeGroote School of Business 

McMaster University 

COURSE OBJECTIVE 

The goal of this course is to introduce students to the fundamental elements of security analysis, 

including financial markets and instruments, investment theory and the valuation of equity, 

derivatives and bonds. By the end of the course, students should be able to apply the tools 

learned in this class to evaluate the performance of portfolios and make investment decisions.  

INSTRUCTOR AND CONTACT INFORMATION 

Section 1: Mon 11:30-14:20 Section 2: Tue 11:30-14:20 Section 3: Wed 11:30-14:20 

 

Class Location: DSB AB102 

 

Dr. Trevor Chamberlain 

Instructor 

chambert@mcmaster.ca   

Office: DSB 304 

Office Hours: by appointment 

Tel: (905) 525-9140 x23980 

 

TA Wei-ju Lao 

Weekly office hours: TBA 

TA hours and location will be announced in class once they are confirmed. 

  

Course Website:   http://avenue.mcmaster.ca 

COURSE ELEMENTS 

Credit Value: 3 Leadership: Yes IT skills: Yes Global view: Yes 

Avenue: Yes Ethics: Yes Numeracy: Yes Written skills: Yes 

Participation: Yes Innovation: Yes Group work: Yes Oral skills: Yes 

Evidence-based: Yes Experiential: Yes Final Exam: Yes Guest speaker(s): TBA 

mailto:chambert@mcmaster.ca
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COURSE DESCRIPTION 

This course is taught primarily through lectures, readings, an investment challenge and in-class 

discussions. Through taking this course, students will gain a better understanding of both the 

theory and practice of investment analysis and selection. We will talk about the investment 

environment and financial markets. We will study investment management and performance 

assessment. We will also study how to evaluate securities, including equities, bonds and 

derivatives. This course serves as a useful introduction to the Chartered Financial Analyst (CFA) 

curriculum.  

LEARNING OUTCOMES 

Upon completion of this course, students will be able to complete the following key tasks:  

➢ Have a good understanding of the financial markets and instruments;  

➢ Have a basic familiarity with portfolio theory;  

➢ Be able to conduct basic portfolio analysis and assessment;  

➢ Have a good understanding of basic valuation techniques and be able to use them to make 

investment decisions 

REQUIRED COURSE MATERIALS AND READINGS 

Avenue registration for course content, reading materials and slides  

• http://avenue.mcmaster.ca  

Investments: Ninth Canadian Edition, by Z. Bodie, A. Kane, A.J. Marcus, L.N. Switzer, B. 

Boyko, C. Panasian and M. Stapleton; McGraw-Hill Ryerson, 2019.  

 

EVALUATION 

You will be evaluated based on three components according to the weights indicated below. The 

instructor reserves the right to modify the weightings to adjust for more or less material covered 

during the semester.  The team assignment mark will reflect two reports (one brief) related to the 

Investment Challenge.   
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Your final grade will be calculated as follows: 

Components and Weights 

Team Assignments 
Investment Challenge: Report 1 (brief):       5% 

                                      Report 2:                20% 
25% 

Mid-Term Exam* Chapters 1-3, 5-7, 9, 10 30% 

Final Exam 
Chapters 1-3, 5-7, 9, 10, 11, 12, 14. 15, 17, 18, 

20-23 

 

 

45% 

Total  100% 

 

*Mid-Term: Friday, November 01, 6:30-8:30 pm, PGCLL 127. 

 

NOTE: The use of a McMaster standard calculator is allowed during examinations in this course.  

See McMaster calculator policy at the following URL: 

http://www.mcmaster.ca/policy/Students-

AcademicStudies/UndergraduateExaminationsPolicy.pdf 

 

Grade Conversion 

At the end of the course your overall percentage grade will be converted to your letter grade in 

accordance with the following conversion scheme. 

 

   LETTER GRADE             PERCENT    LETTER GRADE            PERCENT 

 

 A+   90 - 100  C+   67 - 69 
 A   85 - 89     C   63 - 66 
 A-   80 - 84     C-   60 - 62 
 
 B+   77 - 79  D+   57 - 59 
 B   73 - 76  D   53 - 56 
 B-   70 - 72  D-   50 - 52 
 

      F   00 – 49 

Assignments – Investment Challenge 

The assignments are to be done in teams of two. You are a portfolio manager at a high net worth 

investment firm.  A client has approached your firm looking for a proposal to invest $1 million.  

She states that she has just won $20 million in a lottery tax-free.  She is 40 years old and is 

agnostic about whether you recommend an income or growth strategy.  She states that she 

realizes that some advisors are simply good stock pickers and that she is fine with a highly 

focussed stock-picking approach.  She says that she has heard that others are highly diversified, 

http://www.mcmaster.ca/policy/Students-AcademicStudies/UndergraduateExaminationsPolicy.pdf
http://www.mcmaster.ca/policy/Students-AcademicStudies/UndergraduateExaminationsPolicy.pdf
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asset allocation-focussed Investment managers.  She says she is fine with that too.  She is open to 

any approach that you believe will help her. 

 

As she plans to continue working over the foreseeable future, she is not looking to her portfolio 

for near-term income needs.  Her stated objectives are: 

 

1. to grow her capital on an inflation-adjusted basis,  

2. to be mindful of taxes and expenses, 

3. to use a reasonably prudent approach to investing, 

4. to be able to understand how her portfolio manager adds value, 

5. in order to have liquid investment holdings and to stay away from esoteric investments, 

she has asked that strategies be limited to investments in large Canadian and US 

companies and a select number of ETFs (these will be provided to students). 

 

You have a sense that this client is testing your firm as she has just won $20 million and is 

allocating only $1 million to your firm at this point in time.  In fact, she has decided to test out 

several potential money managers.  She does not want them to know this as she fears that they 

might try to take on extra risk in order to have strong performance in the early months of the 

mandate.  Her plan is to have 8 different investment firms each put $1 million to work according 

to her objectives stated above.  This way she will see 8 different plans and potentially 8 different 

approaches.   

 

At the end of 3 months, she plans to consolidate all of her recent winnings among the 4 firms that 

she feels most comfortable with.  Performance is always important but it will not be the only 

factor as she realizes that 3 months is too short a time frame to judge returns.  Each of the 4 

winning firms will be given $5 million to invest.  She will close her account at the 4 firms that 

did not reach the top half of her pecking order.  Will your firm win or lose in this process? 

 

Your Investment Challenge is: 

 

1. Create a portfolio that invests C$1 million.  All initial portfolios should be set up in the 

GTF Trading Room by no later than Friday, September 27. 

2. Write a brief review (3-4 pages double-spaced) for the client that discusses your 

recommended investments and strategy.  You should also disclose your approach to fees.  

This is Report 1 of the Investment Challenge.  It is due (paper copy only) in class during 

the week of September 30.  

3. You can make trades in your client’s portfolio as you see fit during the Investment 

Challenge.  All initial and subsequent trades incur a fee of $9.95 in addition to the overall 

investment management fee that you charge the client. 

4. Write a (12-15 pages double-spaced) review of what went well and what did not go well 

during the Investment Challenge.  Discuss why you made any trades or why you did not.  

Compare your performance to a relevant benchmark which you must decide.  What might 

you have done differently in retrospect?  Was there anything that you learned that might 

alter your investment approach in the future?  This is Report 2 of the Investment 

Challenge.  It is due in class (paper copy only) during the week of December 02.  
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Weekly Activities 

Most weeks, certain questions from the end of each chapter will be assigned.  They should be 

completed before the next lecture.  Some of these questions will be discussed during the 

following class.  In addition, pre-reading chapter material will make lecture time more useful and 

will allow students to directly embark on that week’s assigned questions. 

Communication and Feedback 

Students who wish to correspond with instructors or TAs directly via email must send messages 

that originate from their official McMaster University email account. This protects the 

confidentiality and sensitivity of information as well as confirms the identity of the student. Emails 

regarding course issues should NOT be sent to the Area Administrative Assistants.  

 

ACADEMIC INTEGRITY 

You are expected to exhibit honesty and use ethical behaviour in all aspects of the learning 

process. Academic credentials you earn are rooted in principles of honesty and academic 

integrity. 

 

Academic dishonesty is to knowingly act or fail to act in a way that results or could result in 

unearned academic credit or advantage. This behaviour can result in serious consequences, e.g. 

the grade of zero on an assignment, loss of credit with a notation on the transcript (notation 

reads: “Grade of F assigned for academic dishonesty”), and/or suspension or expulsion from the 

university. 

 

It is your responsibility to understand what constitutes academic dishonesty. For information on 

the various types of academic dishonesty please refer to the Academic Integrity Policy, located 

at: 

 

www.mcmaster.ca/academicintegrity 

 

The following illustrates three forms of academic dishonesty: 

 

1. Plagiarism, e.g. the submission of work that is not one’s own or for which other credit 

has been obtained. 

2. Improper collaboration in group work. 

3. Copying or using unauthorized aids in tests and examinations 

 

REQUESTING RELIEF FOR MISSED ACADEMIC WORK 

Students may request relief from a regularly scheduled midterm, test, assignment or other course 

components.  Please refer to the policy and procedure on the DeGroote website at the link below; 

 

http://ug.degroote.mcmaster.ca/forms-and-resources/missed-course-work-policy/ 

http://www.mcmaster.ca/academicintegrity
http://ug.degroote.mcmaster.ca/forms-and-resources/missed-course-work-policy/
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STUDENT ACCESSIBILITY SERVICES 

Students who require academic accommodation must contact Student Accessibility Services 

(SAS) to make arrangements with a Program Coordinator. Academic accommodations must be 

arranged for each term of study. Student Accessibility Services can be contacted by phone 905-

525-9140 ext. 28652 or e-mail sas@mcmaster.ca. 

 

For further information, consult McMaster University’s Policy for Academic Accommodation of 

Students with Disabilities: 

 

http://www.mcmaster.ca/policy/Students-AcademicStudies/AcademicAccommodation-

StudentsWithDisabilities.pdf 

 

ACADEMIC ACCOMMODATION FOR RELIGIOUS, INDIGENOUS OR SPIRITUAL 

OBSERVANCES (RISO) 

Students requiring academic accommodation based on religious, indigenous or spiritual 

observances should follow the procedures set out in the RISO policy.  Students requiring a RISO 

accommodation should submit their request, including the dates/times needing to be 

accommodated and the courses which will be impacted, to their Faculty Office normally within 

10 days of the beginning of term or to the Registrar's Office prior to their examinations.  

Students should also contact their instructors as soon as possible to make alternative 

arrangements for classes, assignments, and tests. 

 

POTENTIAL MODIFICATIONS TO THE COURSE  

The instructor and University reserve the right to modify elements of the course during the term.  

The University may change the dates and deadlines for any or all courses in extreme circumstances.  

If either type of modification becomes necessary, the changes will be communicated through 

regular McMaster communication channels such as A2L and McMaster email. It is the 

responsibility of the student to check their McMaster email and course websites weekly during the 

term and to note any changes. 

 

 

  

mailto:sas@mcmaster.ca
http://www.mcmaster.ca/policy/Students-AcademicStudies/AcademicAccommodation-StudentsWithDisabilities.pdf
http://www.mcmaster.ca/policy/Students-AcademicStudies/AcademicAccommodation-StudentsWithDisabilities.pdf
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COURSE SCHEDULE 

Commerce 3FB3 
Security Analysis 

Fall 2019 Course Schedule 
 

WEEK 
WEEK 

BEGINNING 
ASSIGNMENT 

1 Sept 09 

Pre-Read: Chapters 1 and 2 

Discuss: Class Outline, Evaluation, Investment Challenge 

Lecture: Investment Environment, Markets and Investments 

Questions will be assigned for Ch. 1 and 2 

 

2 Sept 16 

Pre-Read: Chapter 3 

In-Class Review: Assigned Questions from Ch. 1 and 2 

Lecture: Trading on Securities Markets 

Questions will be assigned for Ch. 3 

 

3 Sept 23 

Pre-Read: Chapters 5 and 6 

In-Class Review:  Assigned Questions from Ch. 3 

Lecture: Investment Theory 

Questions will be assigned for Ch. 5 and 6  

 

4 Sept 30 

Report 1 Due: Part 1 of Investment Challenge 

Pre-Read: Chapter 7 

In-Class Review: Assigned Questions from Ch. 5 and 6 

Lecture: Optimal Risky Portfolios 

Question will be assigned for Ch. 7 

 

5 Oct 07 

Pre-Read: Chapters 9 and 10 

In-Class Review: Assigned Questions from Ch. 7 

Lecture: CAPM and APT 

Questions will be assigned for Ch. 9 and 10 

 

6 Oct 14 
No Class: Reading Week 

 

7 Oct 21 

Pre-Read: Chapters 11 and 12 

In-Class Review: Assigned Questions from Ch. 9 and 10 

Lecture: 1) Market Efficiency 

               2) Behavioural Finance and Technical Analysis 

In-Class Review: Preparation for Mid-Term 

Questions will be assigned for Ch. 11 and 12 
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WEEK 
WEEK 

BEGINNING 
ASSIGNMENT 

8 Oct 28 

No Class: Mid-Term Exam: Friday, November 02, 6:30-8:30 pm, 

PGCLL 127 

 

9 Nov 4 

Pre-Read: Chapters 17 and 18 

In-Class Review; Assigned Questions from Ch. 11 and 12 

Lecture:  1) Macroeconomics and Industry Analysis 

               2) Equity Evaluation 

Questions will be assigned for Ch. 17 and 18 

 

10 Nov 11 

Pre-Read: Chapters 20 and 21 

In-Class Review: Assigned Questions from Ch. 16 and 18 

Lecture: Options 

Questions will be assigned for Ch. 20 and 21 

 

11 Nov 18 

Pre-Read: Chapters 22 and 23 

In-Class Review: Assigned Questions from Ch. 20 and 21 

Lecture: Futures, Forwards and Swaps 

Questions will be assigned for Ch. 22 and 23 

 

12 Nov 25 

Pre-Read: Chapters 14 and 15 

In-Class Review: Assigned Questions from Ch. 22 and 23 

Lecture: Bonds and Term Structure 

Questions will be assigned for Ch. 14 and 15 

 

13 Dec 02 

Report 2 Due: Part 2 of Investment Challenge 

In-Class Review: Assigned Questions from Ch. 14 and 15 

Discussion: Your Investment Challenge Results:  

        Review of Strategies, Successes and Pitfalls 

In-Class Review: Preparation for the Final Exam 

 

 


