[bookmark: _GoBack]	INVESTMENT MANAGEMENT
(MGF633: Spring 2026)

Electronic version of this syllabus is available at
https://ublearns.buffalo.edu/d2l/home/356015



Dr. Kee H. Chung, Louis M. Jacobs Professor
360 Jacobs Management Center
(phone) 716-645-3262; (e-mail) keechung@buffalo.edu
Class: Monday & Wednesday 12:30 – 1:50 pm at Alfier 104 
[bookmark: _Hlk153364693]Office Hours: Wednesday 2:00 – 3:00 pm and by appointment at 360 Jacobs     

COURSE OBJECTIVES

This course provides you with a general understanding of the operation of capital markets and basic analytical tools of investment management. Covered topics include financial market structure, portfolio theory, capital asset pricing model, equity valuation, efficient market hypothesis, option pricing, and the valuation of fixed-income securities. After taking this course, you will have a working knowledge of the following issues that are essential for your investment decisions:     

1. How securities are issued and traded; How much do you pay to trade (buy and sell) securities?  
2. Historical returns from different assets; What do we learn from them?
3. How to measure the risk of securities and portfolios; 
4. How to (optimally) allocate your investment to different assets;
5. How securities are priced in the capital markets;
6. Market efficiency (pricing efficiency) and market anomalies (pricing inefficiency); Can we beat the market?
7. Psychology of investing; Behavioral finance;
8. How to value securities (e.g., stocks, options, and bonds);
9. How to identify mispriced securities and exploit mispricing; Arbitrage trading;     
10. How to manage bond portfolios;

[bookmark: OLE_LINK3][bookmark: OLE_LINK4]PREREQUISITES: MGF 631 or Equivalent & Introductory Statistics

TEXTBOOK: Investments, by Zvi Bodies, Alex Kane, and Alan Marcus, Richard D. Irwin, Inc., 2024 (13th edition). 

https://www.mheducation.com/highered/product/investments-bodie.html?pd=search&viewOption=instructor

GRADING POLICY

Three Exams (25% each), Investment Project (15%), Class Participation and Attendance (10%)

There will be no makeup examination. For those who miss any mid-term exam due to objectively verifiable and unavoidable situations, other exams would have higher weights in the determination of the final grade.

ATTENDANCE at every class meeting is required. If you miss more than five class meetings without justifiable reasons, you will automatically receive an "F" or "FX" for the course.      

EXPECTATIONS FOR STUDENTS

· Not coming to class late or leaving early. If a student has to enter a class late, he or she should do so quietly and should not disrupt the class by walking between the class and the instructor. Students should not leave class unless it is an absolute necessity. If you need to leave early, please let me know in advance. 
· Not talking with other classmates while the instructor or another student is speaking. If a student has a question or comment, he or she should raise a hand, rather than starting a conversation about it with a neighbor.
· Not eating during class time.
· Turning off electronic devices including cell phones, pagers, and beeper watches.
· Focusing on class material during class time. Sleeping, talking to others, doing work for another class, reading the newspaper, checking email, and exploring the Internet are unacceptable and can be disruptive.

Please read https://catalog-archives.apps.buffalo.edu/2223/policies/obstruction.html for a more detailed description of “Behavioral Expectations in the Classroom.”

ASSIGNMENTS 

I'll be assigning homework problems from the book. I choose problems that I think are "useful", in the sense of helping you understand the material and prepare for exams. 

Solutions to homework problems will be provided on the following site: 
http://www.acsu.buffalo.edu/~keechung/Lecture%20Notes%20and%20Syllabus%20(MGF633)/Homework%20Solutions/

COURSE POWERPOINT

http://www.acsu.buffalo.edu/~keechung/Lecture%20Notes%20and%20Syllabus%20(MGF633)/PowerPoint/

ANNOUNCEMENTS

You are responsible for knowing what goes on in class, which may include material not covered in the book, modifications to the syllabus, and announcements concerning exams. These announcements will be made in class and/or on UBlearns. I may also send emails to HUB Faculty Center's record of your UB email address. It is your responsibility to ensure that the information is correct and to check the email and/or make sure that it is forwarded to an address that you do check.

USEFUL WEBSITE:  Yahoo Finance: http://finance.yahoo.com


CLASS SCHEDULE

LN denotes "lecture note"
______________________________________________________________________________________
	
January 21 

Course Introduction 
______________________________________________________________________________________	

January 26, 28; February 2

How Securities Are Traded (Chapter 3)

Homework Problems: 3:6,7,9,14

Discussion: Larry Harris, "What to Do about High-Frequency Trading." 
http://www.acsu.buffalo.edu/~keechung/Lecture%20Notes%20and%20Syllabus%20(MGF633)/What%20to%20Do%20about%20High-Frequency%20Harris%20FAJ%20MGF%20633%20Reading.pdf (cut and paste this link to download the paper). 
______________________________________________________________________________________
	
February 4, 9

History of Returns (Chapter 5) 

Homework Problems: 5:5,6(a)(b)(c),7,13; CFA Problems: 3,4,5 

(LN) http://www.acsu.buffalo.edu/~keechung/Lecture%20Notes%20and%20Syllabus%20(MGF633)/MorningstarCharts%201926-2006.ppt

Discussion: Mark Kritzman, "What Practitioners Need to Know About Time Diversification."
http://www.acsu.buffalo.edu/~keechung/Lecture%20Notes%20and%20Syllabus%20(MGF633)/What%20Practitioners%20Need%20to%20Know%20About%20Time%20Diversification.pdf   
Table 2 calculation   
Table 4 calculation
Risk Averse Utility Function
______________________________________________________________________________________
	
February 11, 16, 18 

Risk Analysis & Capital Allocation (Chapter 6)

Investor Profile Questionnaire
https://www.schwabmoneywise.com/resource/smw-investor-profile-questionnaire

Homework Problems: 6:4, 6-21
______________________________________________________________________________________
_____________________________________________________________________________________

February 23

Exam 1 (12:30 – 1:50 pm)
Alfier 104
[bookmark: _Hlk188430933]______________________________________________________________________________________

February 25; March 2

Optimal Portfolios (Chapter 7)

Homework Problems: 7:4-11; CFA Problems 1,2,3;
______________________________________________________________________________________

March 4

Index Models (Chapter 8)

CAPM (Chapter 9)

Homework Problems: 9:3,4,8,17,18; CFA Problems 1,2 
______________________________________________________________________________________

March 9, 11
					
The Efficient Market Hypothesis (Chapter 11)
			
	You may find the following YouTube video interesting: https://www.youtube.com/watch?v=bM9bYOBuKF4
	Both guests (Eugene Fama and Richard Thaler) are the Nobel Laureates. 

Here is a short video on value vs. growth stocks: https://www.youtube.com/watch?v=HIKO-t4vU6Q
______________________________________________________________________________________

March 23, 25

Equity Valuation (Chapter 18)	

Homework Problems: 18:8,9,10,14,17; CFA Problem 1

(LN) http://csimarket.com/Industry/Industry_Valuation.php?s=1100
______________________________________________________________________________________
	
March 30

Exam II (12:30 – 1:50 pm) 
Alfier 104
______________________________________________________________________________________

______________________________________________________________________________________

April 1, 6 

Behavioral Finance (Chapter 12)

There is no PowerPoint for this chapter. 

Discussion: R. Fuller. "Behavioral Finance and the Sources of Alpha."

http://www.acsu.buffalo.edu/~keechung/Collection%20of%20Papers%20for%20courses/Behavioral%20Finance%20and%20Sources%20of%20Alpha.pdf

Discussion: K. Fisher and M. Statman. "A Behavioral Framework for Time Diversification."
http://www.acsu.buffalo.edu/~keechung/Collection%20of%20Papers%20for%20courses/A%20Behavioral%20Framework%20for%20Time%20Diversification.pdf  

Discussion: Scott A. MacKillop. "Behavioral Aspects of Dollar Cost Averaging."
http://www.acsu.buffalo.edu/~keechung/Lecture%20Notes%20and%20Syllabus%20(MGF633)/Behavioral%20Aspects%20of%20DollarCostAveraging.pdf 
______________________________________________________________________________________

April 8, 13, 15

Options Market (Chapter 20)
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]		
Homework Problems: 20:5,6,7,8

Option Pricing (Chapter 21)

Homework Problems: 21:6-12
______________________________________________________________________________________

April 20, 22, 27

Bond Analysis I (Chapter 14)
		
Homework Problems: 14:6,7,8,9; CFA Problems 1,2

Bond Analysis II (Chapters 15 & 16)

Homework Problems: 15:1,2,3,4,5,6,7 
Homework Problems: 16:13,16
______________________________________________________________________________________

April 29, May 4

Investment project presentations
______________________________________________________________________________________

May 11 (Monday)
 
Final Exam (11:45AM - 1:45PM)
Alfier 104

               
*This is a tentative schedule and thus subject to modification if any such need emerges during the course. All changes will be announced in class. Students not attending class are responsible for obtaining this information.

Investment Project

· Turn in your team composition by February 11. Ideally, each team should have team members who are good at data processing (Excel, SPSS, SAS, etc.), write-up, and presentation.    
· Each team has $1,000,000 to invest.  
· Define your own investment horizon.
· Consider capital allocation, asset allocation, and security selection decisions and provide your rationale for your decisions.
· You can send me emails or request a meeting for any questions. 
· Turn in your report (10 – 20 pages) before your presentation (last week of class).
· You may consider the following factors in making your investment decisions:

Alpha
	Beta
	Time diversification
	Dollar cost averaging
	Intrinsic value
	Correlation structure
	PE ratios
	Efficient frontier
	Risk tolerance
	Analyst recommendation
	Earnings forecasts
	Known market anomalies (e.g., size and book-to-market ratio)
 


Guideline for the Use of ChatGPT for Investment Project

Purpose
The goal of this project is to develop a coherent, well-reasoned investment plan for a $1,000,000 portfolio. ChatGPT (or other generative AI tools) may be used as a research and drafting assistant, but not as a substitute for financial reasoning, verification, or judgment.

Permitted Uses of ChatGPT
Students may use ChatGPT for the following purposes:
1. Initial Research Support
· ChatGPT may be used to summarize publicly available information, suggest preliminary investment ideas, and identify potential risks, provided that students independently evaluate, verify, and justify all conclusions.
2. Scenario Analysis
· Exploring alternative asset allocations under different macro scenarios
· Stress-testing portfolio logic conceptually (not quantitatively)
3. Writing & Communication
· Drafting or polishing explanations, executive summaries, or investor narratives
· Improving clarity, structure, and tone
4. Critical Review
· Asking ChatGPT to critique your portfolio or identify weaknesses
· Using AI feedback as a starting point for revision or defense

Prohibited Uses
ChatGPT may not be used to:
· Generate final investment decisions without independent justification
· Provide unverified facts, forecasts, or performance claims
· Replace required analysis, data work, or economic reasoning
· Mask lack of understanding or originality

Disclosure Requirement (Mandatory)
Your paper must include a short appendix titled “Use of Generative AI” that documents:
· Prompts used (or representative examples)
· Purpose of AI usage
· What outputs were accepted, modified, or rejected
· Why those decisions were made
Failure to disclose AI usage may result in a grade penalty.

Guiding Principle
ChatGPT is a tool, not an authority.
Grades are based on your reasoning, verification, and decision-making, not on AI output.

How AI Use Is Evaluated (Important)
Students earn higher scores when they:
· Challenge or revise ChatGPT suggestions
· Identify AI omissions or errors
· Demonstrate independent reasoning beyond AI output
Students earn lower scores when they:
· Accept AI suggestions without critique
· Use vague or generic AI-generated text
· Fail to verify factual claims

3. Sample “Good vs. Bad” AI Usage Example

Example Task
Design an equity allocation for the $1,000,000 portfolio.

❌ Bad AI Usage (Low Score)
Prompt:
“What stocks should we invest in for the next year?”
Student Action:
· Copies ChatGPT’s stock list into the portfolio
· Provides minimal explanation
· No verification or critique
Why This Is Weak
· No investment objective
· No risk discussion
· No independent judgment
· AI is acting as a decision-maker

✅ Good AI Usage (High Score)
Prompt 1:
“What macroeconomic scenarios are most relevant for U.S. equity investors over the next 2–3 years?”
Prompt 2:
“Given a moderate-risk investor, propose an equity allocation and explain the economic rationale.”
Student Response:
· Uses ChatGPT to identify scenarios (e.g., soft landing vs. slowdown)
· Chooses one scenario and explicitly rejects others
· Adjusts AI-suggested allocation based on:
· Correlation risk
· Sector concentration
· Valuation concerns
· Verifies company descriptions using 10-Ks and earnings calls
Disclosure Appendix (An example):
“ChatGPT suggested overweighting technology stocks due to growth prospects. We reduced this exposure after considering valuation risk and sector concentration. We retained ChatGPT’s discussion of macro uncertainty but supplemented it with firm-level analysis.”
Why This Is Strong
· AI supports thinking, not replaces it
· Student judgment is visible
· Clear reasoning and accountability
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