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City University of Hong Kong 

 

Information on a Course 

offered by Department of Economics and Finance 

with effect from Semester A in 2013/2014 

 

 

Part I 

 

Course Title : Derivatives Analysis and Advanced Investment Strategies 

 

Course Code  : EF4420 

 

Course Duration : one semester 

 

Credit Units : 3 

 

Level : B4 

 

Medium of Instruction : English 

 

Prerequisites : EF3320 Security Analysis and Portfolio Management 

 

Precursors : Nil 

 

Equivalent Courses : Nil 

 

Exclusive Courses : EF4320 Advanced Security Analysis and Portfolio Management 

 EF4321 Derivatives and Risk Management 

 

Part II 

 

Course Aims 

This course aims to develop students’ ability to analyse derivative instruments and markets 

and use options, futures contracts and swaps to do hedging, arbitrage and risk management. 

Key topics include forward and futures contracts, forwards pricing, interest rate and currency 

swap, option contracts, Option pricing (Black-Scholes, binomial tree, risk neutral method), 

and Greeks and hedging. In addition to highly engaging lectures and periodic assignments, 

students will learn how to price options using a simple Excel template in projects. 

 



2 

 

Course Intended Learning Outcomes (CILOs) 
Upon successful completion of this course, students should be able to: 

 

No. CILOs 
Weighting 

(if applicable) 

1 
Explain the role and functions of derivatives securities and 

markets. 
40% 

2 
Derive the price of standard options forwards and swaps through 

analytical, binomial and numerical methods. 
25% 

3 
Choose the optimal composition of derivatives to alter risk 

positions in portfolios. 
20% 

4 Design arbitrage strategies based on derivatives securities. 15% 

 

Teaching and Learning Activities (TLAs) 
(Indicative of likely activities and tasks designed to facilitate students’ achievement of the CILOs.  Final details will be 

provided to students in their first week of attendance in this course.) 

 

CILO No. TLAs 
Hours/week (if 

applicable) 

CILOs 1-4 Lectures and in-class discussions of various financial articles  
3-hour lecture per 

week 

CILOs 1-4 

Assignments  

Assignments reveal students’ understanding of key concepts and 

calculations. 

 

 

CILOs 1-4 

Projects 

Project includes discovering how vanilla options are priced using 

Excel template. 

 

Note: TLAs are not mutually exclusive.  

 

Assessment Tasks/Activities 
(Indicative of likely activities and tasks designed to assess how well the students achieve the CILOs.  Final details will be 

provided to students in their first week of attendance in this course.) 

 

CILO No. Type of Assessment 

Tasks/Activities 

Weighting (if applicable) Remarks 

CILO 1-4 Assignments, Group projects 50%  

CILO 1-4 Final examination  (3 hours) 50%  
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Summary of how DEC is incorporated in Assessment Tasks, and Teaching and 

Learning Activities (TLAs) 

DEC Elements Assessment Tasks and TLAs 

Develop students’ attitude to discover and 

innovate 

In-class discussions and Lectures 

Develop students’ abilities to discover and 

innovate, accomplishments of Discovery and 

Innovation 

Assignments and Projects 

Accomplishments of Discovery and Innovation Final examination 

 

 

Grading of Student Achievement 

 

Letter Grade Grade 

Points 

Grade 

Definitions 

Remarks 

A+ 

A 

A- 

4.3 

4.0 

3.7 

Excellent Strong evidence of original thinking; good organization, 

capacity to analyse and synthesize; superior grasp of the 

subject of derivative securities and risk management; 

evidence of extensive knowledge base as outlined in CILOs. 

Students have demonstrated very strong overall ability to 

discover and innovate, and shown very strong evidence of 

accomplishments of discovery. 

B+ 

B 

B- 

3.3 

3.0 

2.7 

Good Evidence of knowing how to apply the related concepts 

outlined in CILOs. Students have demonstrated strong 

overall ability to discover and innovate, and shown strong 

evidence of accomplishments of discovery. 

C+ 

C 

C- 

2.3 

2.0 

1.7 

Adequate Some evidence of knowing how to apply the concepts 

outlined in CILOs. Students have demonstrated some overall 

ability to discover and innovate, and shown some evidence 

of accomplishments of discovery. 

D 1.0 Marginal Marginal familiarity with the subject of derivative securities 

and risk management. Students have demonstrated marginal 

overall ability to discover and innovate, and shown marginal 

evidence of accomplishments of discovery. 

F 0.0 Failure Little evidence of familiarity with the subject of derivative 

securities and risk management; or no show and no excuse 

in final exam. Students have demonstrated little overall 

ability to discover and innovate, and shown little evidence of 

accomplishments of discovery. 
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Part III 

 

Keyword Syllabus 

Forward and futures contracts, forwards pricing, short selling, stock index futures contracts, basis 

risk and hedge ratio, interest rate futures 

Interest rate swap, currency swaps 

Options markets, option contracts, put-call parity, trading strategies involving options, volatility 

spreads, option pricing (B-S model, binomial trees, risk-neutral method), Greeks, delta hedging 

and portfolio insurance, options on stock index, currency options, and futures options  

 

Recommended Reading 

 

Textbook 

 

Hull, John C., Options, Futures, and Other Derivatives, Seventh Edition, Pearson/Prentice Hall, 2009. 

 

Supplementary Readings 

 

Chance, Don M., An Introduction to Derivatives, Latest Edition, The Dryden Press. 

 

Ritchken, Peter, Derivative Markets Theory, Strategy, and Applications, Latest Edition, Harper 

Collins College Publishers. 

 

Lore, Marc & Borodovsky, Lev (Endorsed by the Global Association of Risk Professionals), The 

Professional’s Handbook of Financial Risk Management, Latest Edition, Butterworth-Heinemann  

 

Natenberg, Sheldon, Option Volatility and Pricing, Latest Edition, McGraw-Hill 

 

Online Resources 

 

Lecture notes, newspaper clippings and selected magazine articles can be downloaded from 

Blackboard. 

 

 

 

 


