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Syllabus 

Financial Econometrics 

• Instructor: Tomy Lee 

• Contact: leeso@ceu.edu 

• Office hours: By appointment (flexible), room 408 

• Credits: 2.0 (4.0 ECTS)  

• Term: Winter 2019-2020 

• Course level: Master of Science 

• Prerequisites: None; Data Analysis I and Investments I are recommended 

• Course drop: As described by the Regulations of the MS in Finance program, please check here  

Course description 

This course introduces students to econometric methods useful for those aiming to work in finance. 
Specifically, we will learn methods of predicting returns and volatility of financial assets, and for 

computing the level of risk that an investor faces in her portfolio. Some background in undergraduate 
econometrics is recommended, e.g., in hypothesis testing and linear regressions. Key terms to be 
covered include: log returns, volatility, autocorrelation, AR, MA, ARMA, ARCH, GARCH, and Value-at-Risk. 

Learning outcomes 

In completing this course, a student will be able to… 

• Forecast returns and evaluate his/her confidence in the forecast; 

• Predict volatility and incorporate volatility predictions into return forecasts; 

• Choose between possible models of return-volatility prediction based on data;  

• Compute Value-at-Risk (VaR) and interpret his/her VaR estimates;  

• Explain the limitations of VaR as a measure of risk; and 

• Apply methods learned in class to real world financial data using R. 

Class Text 

Tsay, R. S. (2010). Analysis of financial time series. Cambridge, Mass: Wiley. 

Assessment 

Final Exam 40% 

Homework assignment 20% 

In-class assignments 30% 

Class attendance 10% 

Technical/laptop requirement 
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Laptops are required for most classes. Assume a laptop is required unless announced otherwise. 

Course Topics 

1. Asset returns and their distributional properties 

Chapters 1.1-3 

2. Basics of time series analysis 

Chapters 2.1-3 + TBA 

3. Simple models for predicting returns 

 
Chapters 2.4-6, 2.9 

 
4. Efficient market hypothesis 

Chapter 2.7 + TBA 

5. Modelling volatility 

 
Chapters 3.1-5, 3.14 

 
6. Value-at-Risk 

Chapters 7.1-4 

7. Market microstructure and the use of high frequency data [as time allows] 

Chapters 5.1-4 

Instructor Bio 

Tomy Lee is an Assistant Professor in the Department of Economics and Business at the Central European 

University, beginning in Fall 2018. He received his MA and PhD in economics from the University of 

Toronto. His primary research interests include the design of financial markets, high frequency trading, 

information and learning in finance, and over-the-counter markets. 

Personal webpage: https://sites.google.com/view/tomylee/home  

 

Date: 2020/01/08 

https://sites.google.com/view/tomylee/home
https://sites.google.com/view/tomylee/home

