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Catalog description:

This course provides an overview of the management of personal financial activities including cash flow planning, investments, taxes, risk management-insurance, retirement and estate planning. Students learn how to integrate these activities into an overall financial plan given individual goals and needs.

Prerequisite: Fin 301. Please do not take this course if you have not taken Fin 301.
Course Objectives:

1. To introduce personal finance as a finance discipline and provide a background in its basic components. 

2. To enable students to analyze personal financial circumstances for themselves and others in the light of current developments.

3. To stress the theoretical developments in the field and the integrated nature of the parts of a financial plan.

4. To provide a proper foundation for those intending to make a career in personal financial planning.

Course requirements and grading:

Midterm
One-third

Final

One-third

Term paper
One-third*

Class participation and postings
Significant extra credit

Work submitted late may be penalized if the student doesn’t obtain prior approval or provide a compelling explanation.

*See separate handout to come on requirements and grade evaluation criteria.

Examination format:

Multiple-choice exams with grade based on a combination of relative score and class performance.

Course Conduct:

A typical class will consist of Prof. Marlin lecturing on the material assigned, giving examples from his own experience, asking students questions about the material, and bringing in information and questions about current developments relevant to personal finance. Problems will be assigned or reviewed – or both - as appropriate. The practical aspects of each assignment will be developed and questions about practical/practitioner-oriented usefulness of the material are encouraged. Students may be asked to volunteer for classroom presentations for extra credit, either separately or in groups. By way of preparation for a term paper, students will be asked to post a few comments on Blackboard or on blogs.

COURSE OUTLINE

Date - Class No. -  Chapter - Topic

9/6/07 – 1             - 1 -    Introduction to Personal Financial Planning

Overview - Why is Financial Planning Important? - The History of Personal Financial Planning -The Personal Financial Planning Process - Parts of a Financial Plan - Financial Planning as a Career - Case Study-Introduction

9/20/07 – 2 – 2, 3 - Time Value of Money and Beginning the Planning Process

Time Value of Money: Impact of Compounding - Financial Calculator HP12C - Present Value - Future Value - Rule of 72 – Annuities - Irregular Cash Flows - Internal Rate of Return - Net Present Value

Beginning the Planning Process: Overview - Behavioral Finance - Principles of Communication – Interviewing - Financial Counseling – Goals - Life Values - Data Gathering

9/27/07 - 3 - 4  - Household Finance

The Household Structure - Theory-An Introduction - Theory of Consumer Choice - Life Cycle Theory of Savings - Theory of the Firm - The Cost of Time - The Household Enterprise - Household Finance -  Modern Portfolio Theory - The Theory of Personal Financial Planning - Total Portfolio Management -  Behavioral Financial Planning Appendices Leisure Time - Equilibrium Analysis - Life Cycle Theory - Divisions

10/4/07 - 4 - 5,6 Financial Statements and Cash Flow Planning

Financial Statement Analysis - Household Balance Sheet - Cash Flow Statement - Pro Forma Statements - Finance versus Accounting - Cash Flow Planning – Budgeting - Financial Ratios

10/11/07 - 5 – 7 – Debt

Risk and Leverage - Borrowing Factor – Mortgages – Prepayments -  Types of Bonds – Characteristics – Refinancing - Home Equity Loan - Credit Card Debt - Margin Debt - Other Debt - Summary of Loan Alternatives - Contingent Liabilities - Credit Reports - Consumer Protection Laws - Financial Difficulties – Bankruptcy - Financial Ratios – Debt - Appendix-Borrowing Theory

10/18/07 – 6 – 8 - Non Financial Investments

Characteristics of Household Assets - Common Household Assets - Making Capital Expenditures Decisions - Capital Expenditure Process - Capital Budgeting Techniques - IRR,NPV and Profitability Index - Capital Expenditures by Category - Durable Goods - Human Assets - The Home – Leasing - Overall Appraisal of the Home as an Investment - Analysis of Capital Expenditures – Appendices Capital Budgeting Theory - Marginal Rate of Time Preference - Assumed Rents - Rent vs. Buy Home

10/25/07 MIDTERM – FIRST 8 CHAPTERS 
11/1/07 - 8 - 9 Financial Investments

The Planning System for Asset Allocation - Establish Goals - Consider Personal Factors - Include Capital Market Factors - Fundamental Risks for Financial Assets - Identify and Review Investment Alternatives - Evaluate Specific Investment Considerations - Employ Portfolio Management Principles – Bonds - Common Stocks - Mutual Funds - Implement Portfolio Management Decisions - Strategic Asset Allocation - Review and Update Portfolio

11/8/07 - 9 - 10 Risk Management

Risk Management Theory - Risk Management in Practical Terms - The Risk Management Process - Insurance Overview - Insurance Theory and Practice - Types of Insurance - Insurance Providers - Analyzing an Insurance Company - Insurance as an Asset - Summary of Risk Management and Insurance - Summary of Selected Risk Management Activities - Life Insurance - Parts of an Insurance Policy - Amount of Insurance.- Types and Uses of Life Insurance - Term Insurance - Whole Life - Term versus Whole Life Insurance - Other Policies - Universal Life Insurance - Variable Life -  Variable Universal Life - Appendix: Quantitative Comparison of Policies

11/15/07  10 - 12 Retirement Planning

Goals - Retirement Planning Process - Familiarize Yourself with Overall Retirement Issues - Develop Goals - Become Knowledgeable in Retirement Structures - Qualified Plans - Non Qualified Plans - Defined Benefit Plans - Defined Contribution Plans - Comparison of Annuity with Other Investments - Social Security – Table - Factor/Reasoning - Assess Types of Retirement Assets and Structures - Comparison of Retirement Payout by Type of Retirement Structure - The Home - Analyze Retirement Risks - Decide on Retirement Investment Policy - Portfolio Success Rates - Capital Needs Analysis - Financial Plan/Retirement Planning

11/19/07 - 11 - 14 Tax and Estate Planning

Tax Planning - Income Taxation - Principal Components of Tax Return --Tax Planning-General Analysis - Tax Planning Statement - Tax Planning Strategies - Tax Advantaged Investments - Employee Benefits - Employer Costs for Employee Benefits - Financial Planning for Employee Benefits - Appendix 1 Detailed Segments of Income Tax Return  Estate Planning  Estate Planning Steps - Understanding What Estate Planning Is -  c. Identify Objectives - Identify Assets - Establish a Will - One Possible Division of Assets - Consider Overall Estate Planning Tools to Meet Objectives -  The Advantages and Disadvantages for Setting up a Trust - Become Familiar with all Types of Relevant Taxes - Federal Estate Taxation - Ascertain Available Financial Planning strategies - Incorporate Estate Risks - Consider Separately Estate Planning for Minors – Assets Anticipated Resources - Finalize the Estate Plan - Summary of Estate Planning Tools – Implement – Review - Types of Trusts - Suggested Readings – Websites – Appendices Altruism and Bequest Theory  Benefits of Bypass’s Trust  Types of Trusts

12/6/07 - 12 - 18 Capital Needs Analysis

Simple Capital Needs Analysis - Capital Needs Analysis-Risk Adjusted - Total Portfolio Management - Summary of Capital Needs Characteristics - Simple Retirement Needs Analysis - Retirement Needs Case Study - Retirement Needs Statistics - Retirement Needs Calculation-Described - Summary of Appropriate Capital Needs Rate - To Use Retirement Need Calculation-Performed - Appendix 1 Life and Disability Insurance Needs Analysis and Case Study

12/13/07  13 – 19,20 Behavioral Financial Planning and Completing the Process

Goals – Background – Overview - The Financial Person-Theory vs. Actual - Behavioral Financial Planning-An Introduction - Basic Categories of Human Shortcomings - Behavioral Models and Characteristics – Example - Overcoming Behavioral Weaknesses – Overall Method/Explanation - Restricting Negative Behavioral Responses by PFP Area - Behavioral Financial Planning/Money Planning - Life Planning - Behavioral Financial Planning/Life Planning - Financial Planners and Behavioral Analysis - Financial Plan/Behavioral Analysis – Questions – Problems - Student Case Study - Suggested Readings - Appendix 1 Behavioral versus Rational Finance -Appendix 2 Categories of Human Behavior Appendix 3 Additional Behavioral Models and Characteristics - Appendix 4 Non Economic Behavior - Suggested Readings. 

Completing the Process:  Integrated Financial Planning -  Overview -  PFP Theory -  Integration in Practice -  Reviewing the Planning Process - SWOT Analysis - Completion of the Financial Plan - Implementation Schedule -  `Keys to a Successful Plan -  Sample Financial Plan - Periodic Review

12/20 - 14 - FINAL EXAM – ALL 16 CHAPTERS (1-10, 12, 14-15, 18-20 – SKIP 11, 13, 16-17)

*Reading should be done prior to each weekly class. The instructor will call upon students in each class to answer questions about the material.
Text and Materials:

Altfest, Lewis J., Personal Financial Planning. New York: McGraw-Hill, 2007.

ISBN: 0-07-253640-3

Financial calculator: HP12C or equivalent.
References:

Wall Street Journal (daily); New York Times (Sunday), Business Section; Business Week; Money Magazine; Financial Planning.
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