What are the characteristics of a fixed-come security? Give examples of fixed-income securities.
Index funds: passive or active?

Greater duration means greater price sensitivity to changes in interest rates.

How is duration affected by: coupon, maturity, yield?

Use modified duration to estimate price change of a bond.

What is bond convexity? Remember that the factors that affect duration (yield, coupon, maturity) also affect a bond’s convexity…in the same manner.

Difference between global funds and international funds.

What is an ADR? Eurobond? Eurodollar?

Calculate the conversion value of a convertible bond.

How is the conversion ratio (of a convertible bond) determined?

Use the DDM to determine the intrinsic value of a stock.

Understand the basics of puts and calls. 

What are the factors that influence the value of an option (Black Scholes)?

Calculate the intrinsic value and time value of an option.

When is a long (short) call strategy appropriate?

When is a long (short) put strategy appropriate?

What are characteristics of speculative, cyclical, income, defensive stocks?
What are similarities and differences between open-end and closed-end investment companies?

Remember that total risk is comprised of both systematic and unsystematic risk. Through diversification we eliminate unsystematic risk (we cannot eliminate systematic risk).
Be able to calculate and interpret Sharpe, Treynor, and Jensen measures of risk-adjusted performance.

Remember that the Treynor and Jensen are good measures of risk-adjusted performance ONLY if r-squared is high.
Use CAPM to determine the required rate of return on an asset.
What does beta measure? Interpret the beta of an asset that is equal to 1.5. 

Calculate the coefficient of variation for an asset. Interpret.

Bonds: be able to calculate YTM, current yield, price.
A bond could have a put feature: what does this mean?

Calculate HPR, geometric mean, arithmetic mean.

Differentiate between fundamental and technical analyses.

Technicians believe that if a stock is outperforming the market on a risk-adjusted basis, the trend will continue until a major event reverses it.

Normal distribution: 68-95-99
An investment decision is likely to be based more on expected returns than on past returns.

Know the basics of futures. When is a long (short) hedge appropriate?

Use the average cost method to determine an investor’s basis in a mutual fund.

Calculate the taxable equivalent yield of a municipal bond.

What are derivative securities? How do derivative securities: help shift risk among investors?; assist in establishing prices for underlying assets?; You should recognize that derivatives have lower transaction costs than direct ownership of the underlying securities.
How are call options and warrants similar? Not similar?

To immunize a bond portfolio (interest rate risk and reinvestment risk offset), the investor should match the duration (not the maturity) of the portfolio to the investment horizon.
Stripped bonds are often held in retirement plans.

Margin questions: given an amount of investable cash, determine how many securities can be purchased on margin. Calculate the profit or loss on a margin transaction. Determine the price at which an investor will receive a margin call.

Standard deviation of a two-asset portfolio: If the correlation between two assets is equal to (less than)  +1.0, then the standard deviation is equal to (less than) the weighted-average of the standard deviations of the two assets.

The expected return on a portfolio is equal to the weighted average of the returns of the assets that make up the portfolio.

Given a portfolio of assets, recognize if the investor is exposed to systematic risks (PRIME) and unsystematic risks (ABCDEFG).

What are characteristics of exchange traded funds (ETFs)?
Calculate the gain or loss on a short sale transaction.

What is the efficient markets hypothesis? What are the assumptions?

Calculate the net operating income (NOI) of an income producing rental property. Given a capitalization rate, calculate the value of the property.

What are the characteristics of Monte Carlo analysis?
You are asked to solve for the yield to maturity of a portfolio that consists of two bonds. First, calculate the YTM of each individual bond. Second, calculate a weighted-average.
Given a series of returns for two assets, calculate the geometric mean and the standard deviation of each asset.
There are also 8 questions that relate to information in the case study.

