
 

 

DEREE COLLEGE SYLLABUS FOR: FN 3237  APPLIED FINANCIAL ECONOMETRICS                           3/0/3 
(previously FN 3137) 

 UK LEVEL 5 
UK CREDITS 15  

(Spring 2016)  

PREREQUISITES: MA 2021 Applied Statistics 

FN 3032 Foundations of Investments 

CATALOG  
DESCRIPTION: 

This is a basic course for financial economics and econometrics. In this course, 

empirical analyses of the economics and econometrics of financial assets will be 

provided. Specifically, the properties of financial asset returns, empirical tests of 

asset-pricing models, univariate and multivariate models as well as volatility 

models, among other topics, will be explored. The course will focus on economic 

intuition and practical applications of several econometric methods that are 

widely employed in financial research. Thus, the course will combine theory and 

practice in an effort to provide the student with the necessary tools and knowledge 

to apply to real-world situations such as investment portfolio management, risk 

management, financial services and so on. 

RATIONALE: The development of quantitative methods in finance is quite recent and has been 

paralleled by the fast expansion of financial markets and increasing variety of 

financial products. Given the importance of quantitative analysis in finance, this 

course develops students' ability to quantify and evaluate finance theories using 

actual examples of empirical finance. 

LEARNING OUTCOMES: As a result of taking this module, the student should be able to: 

 

1. Estimate the regression model, apply diagnostic tests and test 

hypotheses regarding the estimated parameters 

2. Demonstrate knowledge of univariate modelling (AR, MA, ARMA) 

methodologies and use them for the purpose of forecasting. 

3. Demonstrate understanding of multivariate modelling techniques such 

as simultaneous equations, VAR/VEC specifications as well as causality 

models. 

4. Explain the concept of cointegration and error-correction mechanism, 

interpret the results of cointegration tests and estimate error-correction 

models. 

5. Estimate autoregressive conditional heteroskedastic (ARCH) 

specifications and some of its variants. 

METHOD OF TEACHING AND 
LEARNING:  

In congruence with the teaching and learning strategy of the college, the 

following tools are used: 

 

1. In-class exercises and actual examples of empirical finance that help lecturer 

to illustrate the basic concepts of the course. 

 

2. In-class discussion of journal articles to expand exposure on course content 

beyond the textbook and generate discussion on financial issues.  

 

3. Use of power point to present the material. 

 

4. Self-study in computer class (doing practical work using financial data sets) 
 

ASSESSMENT: Summative: 

Three group assignments of equal weight each (600 – 

800 words)  
60 

Final Written Examination: Two-hour, in-class, 

closed book 
40 

 



 

Formative: 

Practice problem sets  0 

Journal Articles 0 

 

The formative assessment aims to prepare students for the examination. 

The first summative assignment tests Learning Outcomes 1 and 2 

The second summative assignment tests Learning Outcomes 3 and 4 

The third summative assignment tests Learning Outcome 5  

All assignments will make use of E-VIEWS, will be carried out in groups of 

students (no more than 4) and submitted in the form of a small research paper 

The in-class final exam tests Learning Outcomes 2, 3, 4 and 5 

READING LIST: REQUIRED MATERIAL: 

 

Brooks, C. (2014). Introductory Econometric for finance. Cambridge. Cambridge 

University Press, 3rd edition.  

RECOMMENDED MATERIAL:  Asteriou, D. and Hall, S. G. Applied Econometrics: A Modern Approach, 

Palgrave Macmillan, latest edition. 

 Giannopoulou, A. and Merikas, A. (2006). Econometrics for Financial 

Analysis: Applications with E-Views. Athens. Papazisis Publications.  

 

Other library sources, including journal articles accessed through the library 

databases are recommended by the instructor throughout the semester. 

COMMUNICATION 
REQUIREMENTS: 

Participation in class discussion should be delivered in a professional manner. 

SOFTWARE 
REQUIREMENTS: 

Excel, Financial data bases, Econometric software (Eviews, Stata) 

WWW RESOURCES: www.ft.com 

www.bloomberg.com 

www.finance.yahoo.com 

INDICATIVE CONTENT: 1.Multiple regression and assumptions violations 

2. Diagnostic and hypotheses tests  

3. Univariate modelling techniques 

4. Multivariate modelling techniques 

5. Stationarity, cointegration and causality relationships 

6. Volatility and correlation modelling 

 
 

 


