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D1 Capital markets: instruments and structures

Seminar outline (2-days)

DAY ONE

Morning:

Fixed rate bonds:

1. Economic functions of financial markets.

2. Introduction to international securities markets.

3. Evaluating bonds:

a) time value of money;

b) yield to maturity;

c) semi-annual and annual yields.

4. Fixed rate bond variants:

a) zero coupon bonds;

b) bonds with embedded options;

c) bonds with non-bullet redemption.

5. Floating rate notes.

Afternoon:

Equity and equity related bonds money markets:

1. Equity warrant bonds.

2. Convertible bonds.

3. Equity:

a) ordinary shares (common stock);

b) preference shares (preferred stock).

4. Equity valuation techniques:

a) key equity ratios;

b) price/earnings ratio;

c) dividend valuation models.

5. Interbank money markets:

a) deposits;

b) LIBOR.

6. Alternatives to deposits:

a) U.S. Treasury bills;

b) certificates of deposit;

c) commercial paper;
d) converting discounts to yields.
7. Repurchase agreements.

DAY TWO

Morning:

Short term derivative products:

1. Introduction to derivatives.

2. Forward pricing:

a) underlying principles;

b) calculation of forward prices and rates.

3. Introduction to futures:

a) characteristics of a futures market;

b) financial futures contracts;

c) exchanges and clearing houses.

4. Example: three-month CME eurodollar future.

5. Introduction to bond futures.

6. Review of foreign exchange.

7. Introduction to options.

8. Trading in options:

a) over-the-counter vs. exchange traded;

b) liquidity and creditworthiness;

c) counterparty risk.

9. Comparison of currency options with the forward market.

10. Option pricing theory and practice:

a) basic concepts and approaches;

b) delta;

c) intrinsic value and time value;

d) gamma and other greeks.

11. Interest rate options.

Afternoon:

Interest rate and currency swaps:

1. The structure of interest rate swaps.

2. How swaps arbitrage between lending markets.

3. Interest rate swap risks.

4. The structure of currency swaps.

5. Additional risks of currency swaps.

6. Hedging interest rate swaps.

7. Trading and warehousing interest rate swaps.

8. Introduction to the principles of credit derivatives.

Copyright © 2002 Egan Associates
Copyright © 2002 Egan Associates

[image: image1.wmf][image: image2.wmf]