PRINCIPLE OF FIXED INCOME PORTFOLIO MANAGEMENT

"Bonds are tradable instruments (debt securities) which are issued by a borrower to raise capital. They pay either fixed or floating interest, known as the coupon. As interest rates fall, bond prices rise and vice versa". This is the generic definition of a debt instrument. This class will first introduce you to  the different existing  debt instruments, then teach you their use in the financial markets and finally lead you to the interpretation of the yield curve and its meaning in the financial markets.

The class will keep up with weekly reports on the US, European and Japanese bond markets and their implication on the financial markets. Credit derivatives and its pricing mechanism  will be presented as a risk hedge instrument.

Designed to explore the investment characteristics, pricing, and risk/reward potential of fixed income securities. In addition, this course will explore the strategies for investing in portfolios of fixed income securities.

Topics will include :

· Week 1 : Introduction to the bond market and pricing of bonds  

· Week 2 : Measuring Yield and Volatility

· Week 3 : Treasury and corporate Markets

· Week 4 : Bonds with embedded options

· Week 5 : Interest rate swaps

· Week 6 : MIDTERM 
· Week 7 : Bond portfolio Management

· Week 8 : Asset liability management

· Week 9 : Interest rate futures and hedging

· Week 10 : Credit Derivatives

· FINAL EXAM
The final grade will be broken down into 3 parts :


Weekly quizzes          :  30%

Midterm                    :  30%

Final Exam                :  40%

You will be required to read the “International Capital Market” section of the Financial Times on a daily  basis as well as the “Fund Management” section in the Monday’s FT.   Questions on reading topics and numerical questions we covered in class   will appear on the quizzes.

