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FIN 663EA&EB 
 Research Methods in Finance II 

Fall (2nd) 2011 
 

Professor: Inmoo Lee 
 

email: inmool@business.kaist.ac.kr 
Office: S324 

Office Hours: 2:30 – 3:30 p.m. on Wednesdays 
WWW site for FIN 663: http://www.business.kaist.ac.kr/faculty/inmoo/teaching.htm 

 
 

Hours: 8:30 – 9:50 (EA)/ 13:00 – 14:20 (EB) on Mondays and Wednesdays 
Lecture Room: 401 

Teaching assistant Sangjin Park (EA) & Da Hea Kim (EB)  
(email: , parksj7@business.kaist.ac.kr & minervadh@business.kaist.ac.kr) 

 

COURSE OBJECTIVES 

This 8-week course is a core course that is designed to help final stage Finance MBA students 
better understand research methods in finance, especially in equity investments. By the end of this 
course, students are expected to have obtained a deeper understanding of equity investment 
research methods. 
 
Required Materials 

1)  Various materials available on the course web page 
 
Strongly Recommended Materials 

1)  Any investment and corporate finance text books that can be referenced. 
 
Reading 
 Students are expected to read assigned materials before coming to each class.  In addition, 
students are strongly encouraged to read a Korean financial newspaper, the Wall Street Journal or 
Financial Times, and other financial magazines to follow up on the current developments in the 
financial market. 
 
Contact Information 

Anyone is welcome to stop by my office during my office hours to discuss any class related 
issues.  I strongly encourage students to contact me even outside my regular office hours whenever a 
more clear explanation for a covered topic is necessary.  The best way to communicate is through 
email but an alternative arrangement can be made once an email is received with a clear indication 
regarding an alternative arrangement. 
 
Grading Policy:  Grade will be based on the following; 
 
     Date of examination             Contribution to the final grade  
Final Exam          Dec. 19    40 % 
Attendance & Participation      10 % 
2 Group Assignments       20% 
Final Group Project        30 % 
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Final Exam 
 Final exam is a closed-book exam but students are allowed to bring an A4 size paper with 
any relevant hand-written notes on one side of the paper.  Copies of lecture notes or typed notes are 
NOT allowed.  Students who violate this rule will receive only 50% of final exam scores. 
 
 
Participation & Attendance 
 Most students with regular participation and attendance will get 8 points out of 10.  Students 
with very active participation and perfect attendance will get 10 points.  Students with no 
participation or many absences will get 1 point. 
 
 
Group Assignments 
 Everyone will be asked to join a group of 5 (or less) students on the first day of the class. 
Each group is responsible for the submission of two group assignments.  Group assignments will 
require students to analyze some data.  Each group is responsible for the submission of group 
assignments before class on the due date through an email.  Late assignments will not be graded 
even though they are submitted.  For each assignment, most groups with adequate work will get 8 
points out of 10.  Exceptionally well done assignments will receive 10 points and poorly done 
assignments will receive 4 points.  Exceptionally poorly prepared assignments and late assignments 
will receive 0 points. 
 
Final Group Project & Presentation 
 Each group is responsible for choosing an investment strategy based on those covered in 
class and back testing performances of the chosen strategy using actual data.  The strategy can be 
applied to either a single country or across countries.  The back testing can be done using monthly 
data over at least 10 years of data covering most stocks listed in major exchanges of countries.  The 
project should include the analysis of performance using performance measures covered in the class.  
The strategy can be a direct application of the strategy covered in class or a modified application of a 
single or multiple strategies covered in class.  A strategy that is not covered in class should be 
justified by sound theories or empirical evidence documented by academic studies.  An alternative is 
to criticize one (or a number of) financial analyst report based on an in-depth analysis of your own.  
Each group is responsible for the submission of a final group report summarizing the analysis of the 
strategy.  The report should be no longer than 10 pages (double spacing with at least 10 pts) 
including all exhibits.  In addition, each group should prepare a 15-minute presentation at the end of 
the semester.   Most groups with adequate preparation and good presentations will get 25 points.  
Groups with very thorough analyses and creative ideas with good presentations will get 30 points.  
Groups with poor preparation but good presentations will get 15 points.  Groups with poor 
presentations will get 5 points off from the above mentioned points.  Each group should notify me of 
the topic of the report through an email by November 9.  The due date for the submission of the 
report together with presentation materials is December 11. 
 
 
 
Group Management 
 Each member of a group is expected to motivate others to participate equally.  If any 
member of a group is shirking his or her duties, please bring that to my attention as early as possible.  
I will try to work with the group to solve the problem.  In the event that problems persist and a group 
member is uncooperative or unduly difficult, the group may divorce that member, provided that the 
problem was brought to my attention early and that real efforts were made to solve the problem. This 
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will cause the divorced group member to receive zero scores on all group assignments.  In addition, 
to discourage someone from shirking, a peer evaluation will be done at the end of the semester to 
identify those who are obviously free-riding.  Those who receive the worst evaluation (1 out of 5) 
from all other members will get zero scores for all group assignments.  Those who receive the worst 
evaluation from the majority of group members will receive 70% of the scores of all group 
assignments. 
 
 
Course Schedule 
 The following summarizes topics and articles to be covered in each class during the semester.  
Both topics and articles to be covered are subject to change.  Any changes made will be posted on 
the class web site.  Class discussion will focus on key hypotheses/theories, methodologies and results 
in tables and figures from each article. 
 
 
(Subject to Change, As of May 2011) 
 
Week Topic Due Date

1 W Risk and Return 
1. Fama and French (1992, JF), “The cross-section of expected returns” 
2. Fama and French (1993, JFE), “Common risk factors in the returns 

on stocks and bonds”. 
3. Rouwenhorst (1999, JF), “Local return factors and turnover in 

emerging stock markets” 

 

2 W Performance measurements 
1. Goodwin (1998, FAJ), “The information ratio” 
2. Carhart (1997, JF), “On persistence in mutual fund performance” 
3. Grinblatt and Titman (1993, JB), “Performance measurement without 

benchmarks: An examination of mutual fund returns” 
4. Daniel, Grinblatt, Titman, Wermers (1997, JF), “Measuring mutual 

fund performance with characteristic-based benchmarks” 
5. Chan, Dimmock and Lakonishok (2009, RFS forthcoming), 

“Benchmarking money manager performance: Issues and evidence” 

Final 
Group 
Project 
Topic 
(11/9) 

3 W Value Premiums 
1. Lakonishok, Shleifer and Vishny (1994, JF), “Contrarian investment, 

extrapolation and risk”. 
2. Fama and French (1998, JF), “Value versus growth: The 

international evidence” 
3. Davis, Fama and French (2000, JF), “Characteristics, covariances, 

and average returns: 1929 to 1997” 
4. Chan and Lakonishok (2004, FAJ), “Value and growth investing: 

Review and update” 

Ass 1 Due 
(11/14) 

4 W Momentum 
1. Griffin, Ji and Martin (2003, JF), “Momentum investing and business 

cycle risk: Evidence from pole to pole” 
2. Lewellen (2002, RFS), “Momentum and autocorrelation in stock 

returns” 
3. Cooper, Gutierrez and Hameed (2004, JF), “Market states and 

momentum” 
4. Chordia, Lakshmanan and Shivakumar (2006, JFE), “Earnings and 
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price momentum” 

5 W 
 

Search for New Factors  
1. Liu (2006, JFE), “A liquidity-augmented capital asset pricing model” 
2. Ang, Hodrick, Xing, and Zhang (2009, JFE), “High idiosyncratic 

volatility and low returns: International and U.S. further evidence.” 
3. Chan, Chan, Jegadeesh and Lakonishok (2006, JB), “Earnings 

quality and stock returns” 
4. Chen, Novy-Marx and Zhang (2011, OSU WP), “An alternative 3-

factor model”. 

Ass 2 Due 
(11/28) 

6 W Other Issues 
1. Campbell and Diebold (2009, Journal of Business and Economic 

Statistics), “Stock returns and expected business conditions: Half a 
century of direct evidence  

2. Asness (2003, JPM), “Fight the fed model” 
3. Campbell and Vuolteenaho (2004, AER), “Inflation illusion and 

stock prices” 
4. Cohen, Diether and Malloy (2007, JF), “Supply and demand shifts in 

the shorting market” 
5. Chen, Noronha and Singal (2006, FAJ), “Index changes and losses to 

index fund investors” 

 

7 W Wrap-up and Final Projects Presentations Final 
Group 
Project 

Due 
(12/11) 

8 W Final Exam 12/19 

 


