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Syllabus

MATHEMATICS: A REFRESHER

Precalculus: Arithmetic

Precalculus: Algebra

Precalculus: Systems of Linear Equations
Precalculus: Quadratics and Polynomials
Precalculus: Exponential and Logarithm Functions

FUNDAMENTALS OF STATISTICS

Terminology

Univariate Data Sets

Bivariate Data Sets

Probability Theory

Random Variables

Location Parameter

Scattering Parameters

Parameters of Bivariate Distributions

TIME VALUE OF MONEY

Compound interest versus simple interest
Simple interest
Compound interest
Continuous compounding interest
Bases and calculation method
Calculation basis
Calculation method
Equivalent rates and nominal, effective interest rate
Present value and future value
Income
Bond Yield Measures
Returns versus discount
Current Yield and Yield to Maturity
Current Yield
Yield to Maturity
Total Return
Redemption yield
Other basic concepts
Spot and forward interest rates
Yield curves
Zero-coupon curve
Forward curve
Discount function
Building the zero-coupon curve from the IRR curve using the BOOTSTRAPING
method
Term Structure of Interest Rates (TSIR)
Yield curves and their shapes
Yield curves in low interest markets
Theories on the term structure
Expectations hypothesis
Liquidity preference
Theories of market segmentation and preferred habitat
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BASIC DEFINITIONS
Description of data: Frequency Tables
Statistics: Statistical Measures
MEAN AND EXPECTED VALUE
Measures of Central Tendency: Arithmetic Mean
Arithmetic mean
Arithmetic mean with aggregated data
Weighted arithmetic mean
Arithmetic mean of a series of historical data (ex-post statistics)
Random variable and Mathematical expectation (mean of a frequency distribution of a
random variable)
Mathematical expectation of a series of future data: ex-ante statistics
Difference between a series of historical data and a series of estimated future data
with probabilities
VARIANCE AND STANDARD DEVIATION (MEASURES OF DISPERSION)
Variance and Standard Deviation
Variance and Standard Deviation of a Historical Data Series
Variance and Standard Deviation of a future data series
COVARIANCE
CORRELATION AND REGRESSION
Correlation Coefficient
Regression line
Simple linear regression model. The regression line
Ordinary Minimum Squared Method (OLS)
BETA COEFFICIENT
THE COEFFICIENT OF DETERMINATION
Adjusted Coefficient of Determination

FINANCIAL SYSTEM: CONCEPT, ELEMENTS AND OBJECTIVES
FINANCIAL INTERMEDIARIES
Description and functions
Typology of financial intermediaries
Investment Services Firms (ISF)
FINANCIAL ASSETS
Concept and functions
Main characteristics
Classification
FINANCIAL MARKETS
Concept and functions
Characteristics
Classification
The current structure of securities markets in Europe
Regulated Markets
Multilateral Trading Systems (MTFs)
Organised Trading Facilities (OTFs)
Systematic Internalisers (SIs)
THE ECB AND MONETARY POLICY
The European System of Central Banks
Governing bodies of the ECB
Objectives and basic tasks of the ESCB/ECB
Single monetary policy
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552 | | [Monetary PolicyStrategies

The ECB’s 2021 monetary policy strategy statement
Main ECB monetary policy instruments
Asset Backed Lending
Asset purchase programmes
Monetary policy decisions (16 December 2021)
REFERENCE INTEREST RATES
Characteristics and relative importance
The EURIBOR and the €RST
EURIBOR
€STR, the new interbank index
Statement of methodology
Standard daily publication arrangements
Reference rates
Cryptocurrencies

FUNDAMENTALS OF MACROECONOMICS

Macroeconomic Factors Affecting Financial Investment Returns
Macroeconomic Fundamentals

Measuring economic activity

The three GDP strands

Analysis of GDP components
Consumption
Investment
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External demand

Real GDP and Nominal GDP
Indicators of Economic Growth

Industrial Production Index (IPI)

Household Budget Survey (HBS)

Retail Trade Index (RTI)

Service Sector Activity Indicators (SSAI)
Price Indicators

Consumer Price Index (CPI)

Producer Price Index (PPI)
Employment indicators

Registered Unemployment (RU)

Labour Force Survey (LFS)

Quarterly Labour Cost Survey
Economic Cycles
Modern Monetary Theory

General features of fixed income
Main issuers
Price and value of fixed income assets
Types of Fixed Income Securities
Fixed income and money market
2.1.1 Interbank deposits
Non-transferable deposits
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Short-term public debt: Repos and Simultaneous
Depo-repo spread
Fixed Income asset: Typology
Subordinated debt
3.2 Eurobonds
g Bonds with specific clauses
4.1 Bonds with warrants
4.2 Convertible bonds
4.3 Exchangeable, convertible zero-coupon & reverse convertible bonds
4.3.1 Exchangeable bonds
.4.3.2 Exotic Exchangeable Bonds
.4.3.3 Zero-coupon
.4.3.4 Reverse convertible
.4.3.5 Callable bonds
.4.3.6 Floating Rate Notes
Mortgage Loans in Europe
Fixed-rate mortgages
Variable rate mortgages
Covered Bonds: definition & essential features
Securitization
Concept and general considerations
Process of Securitization
Analysis of a securitization transaction
Euroclear and Clearstream
Fixed income indices
Analysis of bond pricing
Basic price / return relationships (IRR): Malkiel principles
Strips in the bond market
Credit rating
7.10.1 Considerations on the country risk

EQUITY: BASIC CONCEPTS
Variable income assets
Types of variable income securities
Indices
What are stock market indices?
Index Classes
Equity markets
Market objectives and valuation approaches
Why and how does a company get listed?
THE STOCK MARKET
Definition, functions and participants in the stock markets
Trading platforms
Problems in OTC market
Regulating
Trading platforms
The future
Trading and stock market operations
Recruitment Systems
Types of Orders
Order transmission, execution and settlement
Expenses and commissions in stock exchange operations
High Frequency Trading
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Stock market operations
Initial Public Offering
Takeover Bid or “TOB”
Splitting
Capital Increase and Capital Reduction
Credit to the Market
Securities lending

UNDERSTANDING INDUSTRY LIFE CYCLES

Industry and company analysis
Defining an Industrial sector

Characteristics of sectors

The macro factor

Forecasts for companies in a sector

Financial Statement Factors

Corporate Strategy

Valuation

UNDERSTANDING THE COMPANY

Historical financial results
Segmental information
Inventories, debtors and creditors
Depreciations

Completing the diagnosis

FOREIGN EXCHANGE

CURRENCY DEFINITION

Introduction

Concept of Currency

The exchange rate
FUNCTIONING AND CHARACTERISTICS OF THE FOREIGN EXCHANGE (FOREX) MARKET
INTRODUCTION TO EXCHANGE RATE RISK.

DERIVATIVES

FINANCIAL RISK CONCEPT
Risk concept
Risk and Volatility
Historical and Expected Volatility of an asset
Annualised volatility of an asset
DERIVATIVE INSTRUMENT
Concept: Leverage Effects, Forward Contracts and Forward Transactions
Use of derivatives products
Hedge
Speculation
Arbitrage
ORGANISED AND OTC MARKET
Differences between organised and non-organised markets (otc).
Credit risk, clearing house, counterparty risk, guarantees, collateral, etc.
The trading system
FUTURES & FRAS
Financial Futures: definition
Profit and loss profile: long and short position
Forward Rate Agreement (FRA)
Differences between futures and forwards
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FINANCIAL OPTIONS
Concept and application of options
Definition and basic positions of options
Elements of a contract
Basic Positions: CALL and PUT

VALUE OF THE PREMIUM
Intrinsic value and time value of an option
Options in, at y out of the money

NVESTMENT FUNDS

OVERVIEW OF MUTUAL FUNDS
Definition of OICVM
Management company
Depository institution
Information to unit-holders
Assest suitable for investment
Investment Coefficients and Limits
VALUATION OF UNITS OF UNIT TRUSTS: THE NAV OR NET ASSET VALUE
Valuation of portfolio assets
Typology of fees and expenses of funds
MUTUAL FUNDS AND THEIR INVESTMENT OBJECTIVES
Types of Investment Funds for distribution of profits
Types of Investment Funds by the nature of the asset in the portfolio (EFAMA)

FUNDAMENTALS OF PERFORMANCE MEASUREMENT

RETURN ON AN ASSET
Ex post or "ex post" return on an asset: simple return
Other ex post cost-effectiveness measures

Annual Percentage Rate of Return (APR)

Internal Rate of Return (IRR)
Effective Rate of Return (ERR)
Geometric Rate of Return (GRR)
Ex-ante or "a priori" profitability
Existing problems in estimating historical and expected returns
PROFITABILITY (PERFORMANCE) OF A PORTFOLIO
Portfolio "ex-post" performance
A priori profitability of a portfolio: expected profitability
RISK OF AN ASSET
The Concept of Risk
Historical and Expected Volatility of an asset
Annualized volatility of an asset
Volatility of an asset measured through its beta (B)
PORTFOLIO RISK
Portfolio Risk Measurement
Calculation of portfolio volatility
Volatility of a portfolio with two risky assets when the correlation coefficient between
themis +1, 0 and -1.
Volatility of a portfolio for two assets when one of them is zero risk
Volatility formula for more than two assets
Examples
THE CONCEPT OF DIVERSIFICATION
Systematic and Non-Systematic Risks
Portfolio construction: risk and profitability.
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2.5.3. Correlation coefficient and volatility of a portfolio.

2.5.4. Relationship between risk and number of assets in portfolio
NORMALITY HYPOTHESIS

2.6.1. Assumptions

2.6.2. Consequences and Applications

EUROPEAN REGULATION

EUROPEAN LEGAL FRAMEWORK FOR FINANCIAL SERVICES
A brief history of the European Union
Enlargement
Decision Making Bodies of the EU
The European Parliament

The Council of the European Union

The European Commission
Legislative Acts
Directives
Regulations
Decisions
National Implementing measures
Legislative Procedure
Co-decision procedure
Comitology procedure (Lamfalussy process)
THE SINGLE MARKET FOR FNANCIAL SERVICES
The four principles of General Freedom in the EU
Free Movement of People
Free Movement of Goods
Free Movement of Services
Free Movement of Capital
Harmonisation of Legislation
Minimum Harmonisation
Maximum Harmonisation
Harmonisation via regulations
Financial Services Action Plan
Single Market Act
Capital Markets Union
REGULATION OF CAPITAL MARKETS
Market in Financial Instruments Directive/Regulation (MiFIDII/MiFIR)
Guiding principles
Rules of conduct
Changes due to MiFID Il and MiFIR
Provisions against Market Abuse (MAD Il and MAR)
Insider Dealing
Market Manipulation
Manipulative deals and orders
Deals and orders with accompanying manipulative actions
Manipulative information
Directive on Takeover Bids (2004/25/EC)
Prospectus Regulation (EU) 2017/1129
Transparency Directive (2004/109/EC)
Regulation on Investment Instruments (UCITS, 2009/65/EC)
Alternative Investment Fund Managers Directive (2011/61/EU)
Regulation on Credit Rating Agencies (EC No. 1060/2009)
Directive on deposit guarantee schemes (2014/49/EU)
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14.1.3
14.1.4
14.1.5

14.2.1
14.2.2
14.2.3

14.3.1
14.3.2
14.3.3

ECIM

Anti-Money Laundering Directives
Regulation on PRIIPs (2014/1286/EC)

New investment vehicles
EU Action Plan on Financing Sustainable Growth
EUROPEAN REGULATORY BODIES
Old Supervisory Architecture
National Supervisory Authorities
EU Committees
Committee of Banking Supervisors (CEBS)
Committee of Insurance and Occupational Pension Supervisors (CEIOPS)
Committee of Securities Regulators (CESR)
Colleges of Supervisors
New Supervisory Architecture
European Systemic Risk Board (ESRB)
European System of Financial Supervisors
European Banking Authority (EBA)
European Insurance and Occupational Pensions Authority (EIOPA)
European Securities and Markets Authority (ESMA)
Banking Union
Capital Markets Union

SELF-REGULATION AND ETHICAL CONDUCT

Ethical Conduct
Why ethical behaviour in financial markets?
The "client first” principle
Conflict of interest
Market abuse (insider trading, market manipulation)
Self-Regulation and Ethical Conduct
Practical case studieson 1.2to 1.4
10SCO
Basel Committee for Banking Supervision
Corporate Governance & Compliance
Corporate Governance Codes
Standard Compliance Codes
Code of Ethics for Financial Analysts
EFFAS Principles of Ethical Conduct
ACIIA Principles of Ethical Conduct
National Codes of Ethics

ESG - AN INTRODUCTION
ESG Investment - where do we stand?
Definitions and developments
ESG strategies
Empirical evidence about ESG and financial performance
Barriers to ESG
RECENT DEVELOPMENTS OF ESG INTEGRATION
Market drivers
Regulatory Framework (Investor demands and initiatives)
ESG Reporting Frameworks for companies and investors
INVESTMENT PROCESS CHAIN
Introduction
Macro research and asset allocation
Company analysis
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Portfolio construction

Trading

Portfolio and risk analytics

Compliance and reporting

Engagement and voting
RESPONSIBLE INVESTING ACROSS ASSET CLASSES

Introduction

Brief reflections on individual asset classes
ESG INTEGRATION IN VALUATION

Disclosure and Data Source

Identification of ESG value drivers

Analysis of governance, controversies

Analysis of Environmental and Social: sector specific

ESG integration in valuation models
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