MES-OP-302: Financial Economeltries

Unit 1: Financial Data and Timeseries Analysis

« Nature of Financial Market Data

¢ Importance of Timeseries Analysis & Limitations

e Model Specification, Estimation & Prediction

» Measuring Returns - Simple Expected Return & Time Varying Expected Returns

= Volatility & Risk - Systematic & ldiosyncratic Risks: Value At Risk (VaR), Implied
Volatility

e Stock Market Integration — Granger Causality (GC) , Cointegration (Engle-Granger,
Johansen) & Error Correction Model (ECM)

Unit 2: Market Efficiency and Econometric Models

e Market Efficiency — Evidence For & Against, And Implications

¢ Forms of Market Efficiency — Weak, Semi-Strong & Strong Forms

= Mathematical Expectation, Martingale & Fair Game

« [Efficient Market Hypothesis - Orthogonality Property & Autoregressive (AR) Model
e Testing for Market Efficiency — Unit Root Test (ADF/PP) & Random Walk Model

e Abnormal Returns & Market Efficiency - Event Study Analysis

Unit 3: Financial Market Models and Econometric Analysis

e Return & Volatility — Mean Reversion Model

e Capital Asset Pricing Model (CAPM) - Empirical Testing & Analysis

e  Multi-Factor Model & Principal Component Analysis (PCA)

s  Arbitrage Pricing Theory (APT) — Fama-French Three-Factor & Five-Factor Models

e Volatility Modeling - ARCH & GARCH Class of Volatility Models

e Behavioural Finance & VAR Framework (Uprestricted-VAR & Vector Error
Correction Models, ARDL Model)
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