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There are two goals for this course:

1. Provide you with an introduction to financial econometrics and help you master related quantitative tools. Help
student get familiar with financial theory (especially asset pricing) and quantitative models that are commonly
used in empirical studies.

2. Expose you to real financial and economic data; guide you to implement econometric tools in some statistical
software and apply these tools to conduct rigorous empirical analyses.
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Course Contents

Section 1 What is empirical research and what does financial econometrics/empirical finance cover? (1
Lecture)

‘ Section 2 H Efficient market hypothesis and methods for event studies (4 Lectures) ‘

‘Section 3 H Time-series return predictability and related econometric tests (9 Lectures) ‘

‘Section 4 H Review linear factor models (3 Lectures) ‘

Section 5 Evaluating linear factor models---time series tests, cross-sectional tests, and portfolio sorting
approach (10 Lectures including lab tutorial)

Section 6 Cross-sectional return predictability, Capital market anomalies, and Fama-MacBeth method
(4 Lectures)

Section 7 Stochastic Discount Factor and Utility-based pricing model; Generalized Methods of
Moments (4 Lectures including lab tutorial)

Section 8 Volatility modelling-GARCH. stochastic volatility model. realized volatility model (4
Lectures)

Section 9 Econometrics for derivative pricing-affine jump diffusion models and their empirical

performance (5 Lectures)




‘Section 10 H Paper presentations (4 Lectures)
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Textbook and Supplementary Readings

1. The Econometrics of Financial Markets (PhD-level textbook in empirical asset pricing), John Y. Campbell,
Andrew Lo, and A. Craig MacKinlay,1996

2. John C. Cochrane, 2005, Asset Pricing; (Revised Edition). (PhD -level textbook in asset pricing.)

3. Quantitative Financial Economics, 2", 2004, Cuthbertson Keith, Nitzsche Dirk (Master-level textbook in
empirical asset pricing.)

4. Empirical Dynamic Asset Pricing: Model Specification and Econometric Assessment. (PhD-level
econometric methods for dynamic stochastic models), Kenneth J. Singleton, Princeton University Press
Journal Articles from top journals, including Journal of Finance, Journal of Finance Economics,
Reviews of Finance Studies, Journal of Political Economy, Econometrica, American Economic

Review, Quarterly Journal of Economics.




