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CMS556: Optional (FMAIS): PORTFOLIO MANAGEMENT

Work load: 3 hours lecture and 2 hours tutorial per week: total 4 credits

Learning Objectives:

e The objective of this course is to provide students with an insight of constructing and managing
portfolio.

Course Outcomes:

1. Explains the usefulness of the fundamental and technical analysis and makes aware of the
various portfolio management techniques.

Unit-1: Portfolio Construction: Markowitz Model - Efficient Frontier — Graphical Presentation -
Portfolio Diversification — Indifference curves — Utility Analysis. Sharpe™s Single Index
Model — Diversification — Constructing Optimal Portfolio.

Unit-2: Capital Market Theory: Capital Asset Pricing Model (CAPM): Assumptions of CAPM —
Risk Free Asset — Risk Free Lending and Borrowing — Capital Market Line (CML) —
Security Market Line (SML) — Shifts in Security Market Line — Empirical tests of CAPM —
Zero Beta Version of CAPM -Imposing Restrictions on Risk — Free borrowing —
Consumption Oriented CAPM, Multi Beta CAPM.

Unit-3: Factor Models: Factor Models and Return Generating Process - One Factor Models —
Multiple Factor Models- Sector Factor Models —Factor Models and Equilibrium.

Unit-4: Arbitrage Pricing Theory — Principle of Arbitrage-Constructing Arbitrage Portfolios-
Pricing effects and interpreting APT Pricing Equation-Synthesis of APT and CAPM.

Unit-5: Portfolio Performance Evaluation and Portfolio Revision: Measures of Return- Rupee
Weighted Returns, Time Weighted Returns- Risk Adjusted Measures of Performance-
Sharpe’s measure, Treynor's measure, Jensen's measure and Fama's measure- Portfolio
Revision- Formula Plans.
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