FINA 411
PORTFOLIO MANAGEMENT
FALL 2015
L5.6 LECTURE NOTES AND ASSIGNMENTS 5 AND 6

LECTURES 5 AND 6
[DRAFT 2]
MID-TERM FALL 2015, SUNDAY, October 18, 2015, 9:30 - 12:00
FINA 411/2/A IN ROOM H 520
FINA 411/2/C IN ROOM H 535
SEE MATERIAL FOR MID-TERM FALL 2015 [DRAFT 2] ON MOODLE
CONCLUDE LECTURE 4 [See previous Lecture Notes for references]
THE SHARPE SINGLE INDEX MODEL

SUPPLEMENTARY REFERENCES [Required] 


   ASSIGNMENT 1

CASE DISCUSSION: [Buying Lubrizol]
AN APPLICATION OF THE SHARPE SINGLE INDEX MODEL

A Disciplined Stock Selection Strategy


REQUIRED READING 1

FARRELL Chapter 6, or

"A Disciplined Stock Selection Strategy", Interfaces, October 1982, pp. 3-12*.
NB: 

YOU SHOULD BE ABLE TO SUMMARIZE ARTICLES’ OBJECTIVES,           METHODOLOGY, FINDINGS AND APPLICATIONS
HD 30.25 D58 1983eb
[available in Course Reserves, Webster Library]
Video is available online from Webster Library
BOND PORTFOLIO MANAGEMENT
-    Review of Bond Basics

-    Harvard TIPS Case

-    Duration and convexity

· Immunization and contingent immunization

REFERENCES

BODIE [7TH /8TH ED]
See Moodle 
Case: The Harvard Management Co. and Inflation-Protected Bonds 
THE WALL STREET JOURNAL [WSJ.com]

Hot TIPS  Annelena Lobb, 09/23/09 

Rising fears of inflation are fueling an investor rush into mutual funds and exchange-traded funds holding Treasury inflation-protected securities. 


[WSJ.com - Investors Seek Inflation Haven in TIPS Funds  ]

Yields on TIPS Go Negative: Big Demand for Bonds Suggests Fed Is Winning Deflation Battle; It 'Is Striking', By MARK GONGLOFF And DEBORAH LYNN BLUMBERG, OCTOBER 26, 2010

· Article 

WSJ.com - Yields on TIPS Go Negative*
Leibowitz, M.L. and A. Weinberger, "Contingent Immunization, Part I: Risk Control Procedures, Financial Analysts Journal, Nov.-Dec. 1982, pp. 17‑31 

NB: 

YOU SHOULD BE ABLE TO SUMMARIZE ARTICLES’ OBJECTIVES,           METHODOLOGY, FINDINGS AND APPLICATIONS
BOND BASICS:  A REVIEW
The Harvard Management Co. and Inflation-Protected Bonds
Case Discussion: 

What is Harvard’s Policy Portfolio? How is this portfolio determined?


How does HMC develop its capital market assumptions?


How do TIPS differ from regular [nominal] Treasury bonds? 

        When is it better to own TIPS than regular Treasury bonds? 
DURATION  AND CONVEXITY


WHAT DURATION MEANS AND HOW IT CAN BE USED BY


   -  PASSIVE MANAGER
[IMMUNIZATION]


   -  ACTIVE MANAGER



-  ACTIVE /  PASSIVE MANAGER
[CONTINGENT IMMUNIZATION]

DEDICATED BOND PORTFOLIOS


THE PROBLEM AND 2 SOLUTIONS



EXACT  MATCHING



HORIZON MATCHING



SIMPLE MODEL FORMULATION
NEXT WEEK [Prepare in advance]:  
Case Discussion: Ontario Teachers’ Pension Plan Board: Asset Allocation    Decision, Ivey Publishing # 9A97N003  

What/Who is the OTPPB?  Who are the principal players?


What problems did they face?



What solution would you recommend?


The advantages and disadvantages of including



equities in the OTPPB Portfolio.



international securities in the OTPPB Portfolio
[later].


The long-term asset allocation recommended for OTPPB.


The short-term asset allocation recommended for OTPPB. 

HOME PAGE
http://www.otpp.com/ 
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3

