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COURSE OUTLINE

Course Code 	:    FIN 553					    
Course Title	:    Financial Markets and Institutions		Dr. Hamza M. Alsalem
Credit Hours	:    3					

I.     Course Description:
The study of financial markets and institutions is one of the most important areas for finance and business students. One can easily recognize the importance of the subject by reviewing the financial services in his daily life: checking accounts, credit cards, life, auto, home insurance policies, pension plans and shares in mutual funds. All these services are supplied and facilitated by a variety of financial institutions. The course has been designed to enable the students to understand the existing financial markets, instruments and institutions. In addition, it is also expected to expose them to the current developments taking place in financial markets. 
II.   Course Objectives:  Having read this course, the students are expected to have a better understanding of financial markets (e.g., the New York Stock Exchange, Nasdaq, the treasury market, the foreign exchange market), financial instruments (e.g., stocks, bonds, options, futures, swaps) and financial institutions (e.g., commercial and investment banks, brokerage houses and mutual funds).

	Knowledge   
Explain theoretical background of various fundamentals of financial markets, institutions and the instruments that allow (and restrict) the shifting of cash flows, their timings and the risks involved therein. Also to learn about why and how financial markets, institutions and instruments are regulated. 

	

	Cognitive Skills
To enable the students to have an improved understanding of issues in financial markets and mechanics of financial institutions based on empirical evidence and application of theories to the real life issues. 

	

	Interpersonal Skills & Responsibility
Recognize the value judgment process and diversity of opinion regarding issues across individuals to develop and strengthen the mind-sets towards mutual understanding, tolerance and ideas sharing. 
Draw upon the resiliency of human approach and adopt a productive and supportive attitude in solution of problems in financial markets.

	

	Numerical & Communication Skills
Put forward individual opinions and observations about theoretical and contemporary issues in financial markets of the world. 
    


III. Course Contents

	Topics
	No. of Weeks
	Contact Hours

	Money Markets  (Ch 5)
Definition of Money Markets: Chapter Overview 
Money Markets Yields on Money Market Securities
· Effective Annual Return 
· Discount Yields 
· Single-Payment Yields
Money Market Securities 
· Treasury Bills 
· Federal Funds 
· Repurchase Agreements 
· Commercial Paper 
· Negotiable Certificates of Deposits 
· Banker's Acceptances 
· Comparison of Money Market Securities
Money Market Participants 
· The U.S. Treasury 
· The Federal Reserve 
· Commercial Banks 
· Money Market Mutual Funds 
· Brokers and Dealers 
· Corporations 
· Other Financial Institutions
International Aspects of Money Markets 
Euro Money Markets

	


Week 1&2
	


6 hours

	
	
	

	Bond Markets (Ch 6)
Definition of Bond Markets: Chapter Overview 
Bond Market Securities
· Treasury Notes and Bonds 
· Municipal Bonds 
· Corporate Bonds 
· Bond Ratings 
· Bond Market Indexes
Bond Market Participants 
Comparison of Bond Market Securities
International Aspects of Bond Markets 
Eurobonds, Foreign Bonds, and Brady and Sovereign Bonds
· Eurobonds 
· Foreign Bonds 
· Brady Bonds and Sovereign Bonds
 
	


Week 3
	


3 hours

	
	
	

	Mortgage Markets (Ch 7)
Mortgages and Mortgage-Backed Securities: Chapter Overview 
Primary Mortgage Market
· Mortgage Characteristics 
· Mortgage Amortization 
· Other Types of Mortgages
Secondary Mortgage Markets 
· History and Background of Secondary Mortgage Markets 
· Mortgage Sales 
· Mortgage-Backed Securities
Participants in the Mortgage Markets 
International Trends in Securitization
· Demand by International Investors for U.S. Mortgage-Backed Securities 
· International Mortgage Securitization

	


Week 4&5
	


6hours

	
	
	

	Foreign Exchange Markets (Ch 8)
Foreign Exchange Markets and Risk: Chapter Overview 
Background and History of Foreign Exchange Markets
Foreign Exchange Rates and Transactions 
· Foreign Exchange Rates 
· Foreign Exchange Transactions 
· Return and Risk of Foreign Exchange Transactions 
· Role of Financial Institutions in Foreign Exchange Transactions
Interaction of Interest Rates, Inflation, and Exchange Rates 
· Purchasing Power Parity 
· Interest Rate Parity
 
	


Week 6
	


3 hours

	
	
	

	
Stock Markets (Ch 9)
The Stock Markets: Chapter Overview 
Stock Market Securities
· Common Stock 
· Preferred Stock
Primary and Secondary Stock Markets 
· Primary Markets 
· Secondary Markets 
· Stock Market Indexes
Stock Market Participants Other Issues Pertaining to Stock Markets 
· Economic Indicators 
· Market Efficiency 
· Stock Market Regulations

	


Week 7
	


3 hours

	
	
	

	Derivative Securities Markets (Ch 10)
Derivative Securities: Chapter Overview 
Forwards and Futures
· Spot Markets 
· Forward Markets 
· Futures Markets
Options 
· Call Options 
· Put Options 
· Option Values 
· Option Markets
Regulation of Futures and Options Markets 
Swaps
· Interest Rate Swaps 
· Currency Swaps 
· Swap Markets
Caps, Floors, and Collars 
International Aspects of Derivative Securities Markets
· 
 
	


Week 8-10
	


9 hours

	
	
	

	Securities Firms and Investment Banks  (Ch 14)
Services Offered by Securities Firms versus Investment Banks: Chapter Overview 
Size, Structure, and Composition of the Industry
Securities Firm and Investment Bank Activity Areas 
· Investing 
· Investment Banking 
· Market Making 
· Trading 
· Cash Management 
· Mergers and Acquisitions 
· Other Service Functions
Recent Trends and Balance Sheets 
· Recent Trends 
· Balance Sheet
Regulation 
Global Issues

	

Week 11
	

3hours

	
	
	

	Mutual Funds (Ch 17)
Mutual Funds: Chapter Overview 
Size, Structure, and Composition of the Industry
· Historical Trends 
· Different Types of Mutual Funds 
· Mutual Fund Prospectuses and Objectives 
· Investor Returns from Mutual Fund Ownership 
· Mutual Fund Costs 
· Mutual Fund Share Quotes
Balance Sheets and Recent Trends 
· Long-Term Funds 
· Money Market Funds
Regulation 
Global Issues
· 
 
	



Week 12
	



3 hours

	
	
	

	Types of Risks Incurred by Financial Institutions (Ch 19)
Why Financial Institutions Need to Manage Risk: Chapter Overview
Credit Risk
Liquidity Risk
Interest Rate Risk
Market Risk
Off-Balance-Sheet Risk
Foreign Exchange Risk
Country or Sovereign Risk
Technology and Operational Risk
Insolvency Risk
Other Risks and Interaction among Risk
 
	


Week 13-14
	


6 hours

	
	
	



IV.    Course Components 

	Component
	Contact Hours

	Lecture
	45 hours

	Tutorial
	5 hours

	
	


V.     Teaching Strategies 
	
	              Domain
	                   Strategy

	Knowledge
	Lectures and Theoretical Discussions

	Cognitive Skills
	Case analysis

	Interpersonal Skills & Responsibility
	Group presentations, Plenary discussions,  

	Numerical & Communication Skills
	Individual presentations and assignments



VI.    Course Requirements 

· Preliminary and Final Examinations
· Class participation in discussions and attendance
· Participation in group activities
· Oral and written tests (quizzes, take-home assignments)
· Individual and group projects
· 
VII.   Student Assessment 

              A.   Assessment Task
	Domain
	Assessment Task

	Knowledge
	Quizzes and class discussions

	Cognitive Skills
	Exams – essay type, MCQs, case analysis

	Interpersonal Skills & Responsibility
	Group activities and critical analyses

	Numerical & Communication Skills
	Written assignments and presentations



              B.  Schedule of Assessment 
	
Assessment 
	
Assessment Task

	Proportion of Final Assessment

	1
	Project
	  10%

	2
	Participation/Attendance or quizzes  
	10%

	3
	Mid  Exam
	40% 

	4
	Final Examination[footnoteRef:2] [2:  ] 

	40%

	
	
	



VIII.    Learning Resources

A. Main Sources:
Saunders, A. and Cornett, M. M. (2007) Financial Markets and Institutions: An Introduction to the Risk Management Approach. 3rd Edition, McGraw-Hill.

B. Other Resource Materials:
      
1. Frank Fabozzi, Franco Modigliani, Frank Jones, and Michael Ferri, 2002, Foundations of Financial Markets and Institutions, 3rd ed Prentice Hall.
2. Rose, P. S. and Hudgins, S. C. (2005) Bank Management and Financial services, 6th Edition, McGraw-Hill. 

C. Research Journals
1. The Journal of Finance
2. Financial Markets, Institutions and Instruments
3. International  Finance
4. Harvard Business Review
5. Finance and Development

D. Electronic Materials, Web Sites etc. 
1. www.sama.gov.sa
2. www.federalreserve.gov
3. www.nyse.com
4. www.nymex.com
5.  (also see the text for further websites).


E. Facilities Required 

1. Lecture room
2. Multimedia with PC
3. Whiteboard



Note: Dear Students: 
1. You can achieve a very good grade in this course by studying the book on a regular basis, attending classes frequently and by revising always whatever is done in the class. 
2. You will get a DN, once your level of absence reaches to 4.
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