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Introduction

...1 Introduction to Financial Economics:
I Rate of return: good assets V.S. bad assets

...2 Bonds:
I IRR(Applications) [Exercise 3.1]
I Spot Rate(ri,discount) & Yield to maturity(yi) & Forward

Rate(fri,j) [Exercise 3.2]
I Duration [Attention]

...3 Stocks:
I DDM & Gordon model [Exercise 7.2]
I Transversality Condition(TVC)
I PE ratio
I Dividend decision & Fisher Separation Theorem [Exercise 4.2]
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CAPM

...1 Preference: Mean-Variance Analysis[Exercise 5.1(a)]
I ex ante & ex post
I Risk premium

...2 Behavior: Market Portfolio & Two-fund separation (CML)

...3 Equilibrium: SML [Proof, Exercise 6.1]

I Portfolio Construction & Sharp Ratio[Exercise 5.1(b) & 6.2]

.

......

CML(efficient frontier):E(ri)− rf =
σi
σM

[E(rM)− rf]

SML(pricing model):E(ri)− rf = βi[E(rM)− rf]
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...4 Properties: CAPM
I Determination of discount rate [Exercise 7.2]
I Investment performance & Portable alpha [Exercise 7.3]

...5 Three Questions(7.1.2)
I Steel V.S. Pharmaceutical
I It is possible that E(ri) < rf

I E(ri) = E(rj), σi < σj

Should investors always choose i rather than j
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C-CAPM

...1 Preference: Expected Utility(Lecture 8)
I Expected Utility Theorem(Without Proof)[Exercise 8.1]
I Risk Aversion: ARA, RRA
I Utility functions(HARA,CARA,CRRA)[Exercise 8.2&9.1]

...2 Behavior: Behavior under risks(Lecture 9)
I Risky Assets [Different State]

Proposition1:a∗ > (=, <)0 ⇔ E(r̃) > (=, <)rf

Proposition2:a∗′(w0) > (=, <) 0 ⇔ R′
A(·) < (=, >) 0

(DARA,CARA, IARA)

Proposition3:e(w0) = (>,<) 1 ⇔ R′
R(·) = (<,>) 0

(CRRA(Real World),DRRA, IRRA)(Without Proof)
I Savings under risk(RB is more risky than RA) [Different Time]

Proposition4: sA > (=, <)sB ⇔ PR(sR) < (=, >)2

Intertemporary choice under Uncertainty [Exercise 9.3]
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...3 Equilibrium: General Equilibrium(Lecture 10-11)
I Asset market, Complete(Arrow-Debreu)[Exercise 10.3]
I Equilibrium in complete market[Exercise 10.4&12.2]
I Central Planner[Exercise 11.1&11.2]
I Property of best risk sharing:

Consumptions of all consumers are perfectly correlated
Consumption is only determined by aggregated risk
Wilson Theorem: dcks

des
= Tk(cks)∑K

k=1
Tk(cks)

Aggregated risk V.S. Idiosyncratic risk

I (Why?)Representative Consumer (HARA)
...4 Properties: C-CAPM(Lecture 12)

I Stochastic discount factor m̃ = δ u′(c̃1)
u′(c0)

I E[r̃j] = rf + (E[r̃j]− rf)(CAPM)
I Risk-free rate: rf ≈ 1−δ

δ + RRḡ − 1
2RRPRσ

2
g (Determination)

I Risk premium:E[r̃j]− rf = − δ(1+rf)
u′(c0)

cov(u′(c̃1), r̃j) (Covariance)
雪中送炭 & 锦上添花
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...5 Two puzzles
I Risk free rate puzzle
I Equity premium puzzle

Two economic forces(time smoothing and state smoothing)
One parameter
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Conclusion
.
Schedule..

......

.Course Website..

......https://finaecon2019s.github.io/FinaEcon2019S/
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End

2019.04.06，15：00-17：00

二教 109（100 人）、二教 203（134 人）

50-60 计算 & 40-50 简答，请务必携带计算器

May you suffer the examination and be stronger
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