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Course Syllabus 

 

Title of the course Financial markets and institutions 

Title of the Academic 

Programme  
Master’s programme, “Finance” 

Type of the course  Mandatory 

Prerequisites Economics (micro, macro) Corporate finance,  mathematical methods in economics, 

Finance theory 

ECTS workload 4 

Total indicative study 

hours 

Directed Study Self-directed study  Total 

56 96 152 

Course Overview Course is aimed at study of the fundamentals  of financial markets and financial 

instruments, the features of the formation of modern financial markets, on the practical 

application of financial instruments, the types of financial institutions and their roles and 

functions in the financial markets. 

Intended Learning 

Outcomes (ILO) 

Upon completing this course, students should be able to do the following: 

 

1.  

- To build relationships with various financial institutions and intermediaries; 

- To evaluate the investment as a financial asset and use the various tools of the financial 

market; 

- To properly evaluate investment risks; 

- To use the various tools in the financial market. 

 

 2. 

- To demonstrate deep knowledge and critical understanding of the structure and 

objectives of the financial market; financial assets; 

- To understand basic concepts, functions and tools of the financial market: securities, 

currency, loans, precious metals and precious stones; basics of legal support in the 

functioning of the financial market; 

- To use methods of control over the financial situation of the issuer; 

Teaching and Learning 

Methods 

The course is based on the active learning technologies, mostly at case studies. Teaching 

and learning methods include lectures, tutorials, seminars, case studies, group work, 

home assignments (individual and group projects). The written examination (80 

minutes, close-booked) containing tests, problems and case analysis is a mandatory part 

of the learning process 

Content and Structure of the Course 

№ Topic / Course Chapter Total 

 

Directed Study Self-directed 

Study 
Lectures Tutorials 

1 Introduction to the financial market and 

institution  
20 4 4 12 

2 The interest rate and the mechanism for  its 

determination  
20 4 4 12 

3 Money markets  12 2 2 8 

4 Bond and mortgage markets  18 4 4 10 

5 Stock markets  20 4 4 12 

6 Foreign exchange markets  12 2 2 8 



7 Derivative securities markets  12 2 2 8 

8 Financial players: commercial banks, 

savings institutions, credit unions and 

finance companies  

13 2 2 9 

9 Financial players: insurance companies, 

securities firms, investment banks, mutual 

funds, hedge funds, pension funds 

14 2 2 10 

10 Financial institutions and risks 11 2 2 7 

Total study hours 152 28 28 96 

Indicative Assessment 

Methods and Strategy  

The cumulative grade (GC) is calculated as an average, based on the following 

equation:  

GC = 0,45·Ghw+ 0,1· Gsa+0.45Gt where 

Ghw – grade for homework projects 

Gsa – grade for students’ activities at class 

Gt -  grade for written assignment  

The final grade (GF) is calculated as follows:  

GF = 0,6·GC + 0,4·GEX , where 

GEX – grade for the final examination 

Readings / Indicative 

Learning Resources 

Mandatory  

1. Anthony Saunders &Marcia MillonCornett (2012). Financial markets and 

institutions, 5
th

 edition, McGraw-Hill/Irwin. 

Optional  

1. Frederic S. Mishkin (2012) The Economics of Money, Banking and Financial 

Markets– Pearson Education; Global ed of 10th revised ed edition. 2012. – 520 

с. 

2. ZviBodie, Alex Kane, Alan J. Marcus (2012). Essentials of Investments, 9th 

Edition, TheMcgraw-Hill/Irwin, USA. 

3. Kidwell DS, Blackwell DW, Whidbee DA, Peterson RL (2008). Financial 

Institutions, Markets and Money, John Wiley & Sons, Inc. 

Indicative Self- Study 

Strategies 
Type +/– Hours 

Reading for seminars / tutorials (lecture 

materials, mandatory and optional resources) 

+/– Hours 

Assignments for seminars / tutorials / labs + 28 

E-learning / distance learning (MOOC / 

LMS) 

+ 28 

Fieldwork + 20 

Project work +  

Other (please specify) -  

Preparation for the exam + 20 

Academic Support for 

the Course 

Academic support for the course is provided via LMS, where students can 

find: guidelines and recommendations for doing the course; guidelines 

and recommendations for self-study; samples of assessment materials 

Facilities, Equipment 

and Software 

(If required) 

Course Instructor Dr. DarkoVukovic, Prof. Assc. 

Olga Khon, Senior Lecturer 

 

Intended Learning Outcomes (ILO) Delivering 



 

Programme ILO(s) Course  

ILO(s) 

Teaching and Learning 

Methods for delivering 

ILO(s) 

Indicative Assessment 

Methods of Delivered ILO(s) 

 

LO1 Understand the 

challenges of uncertain 

economic environment, 

assess them and take 

appropriate financial 

and investment 

decisions 

 ILO (1) Individual projects, 

presentations, discussion 

of textbook  and academic 

articles, Case studies 

Exam 

Cases 

Presentations 

LO2 Demonstrate 

deep knowledge and 

critical understanding 

of theories, principles, 

concepts and 

methodologies in 

finance 

ILO (2) Case studies  

Group tasks 

Individual/group projects 

Test,  

Cases 

Presentations 

 

  



Annex 1 

 

 
Course Content 

 
1. Introduction to the financial market and institution (pp. 1-25) 

These introductory topic provides a bird’s-eye view of the financial market and institution. We will give 

you a tour of the major types of financial markets and explain their fundamentals. These topic will give 

you a good foundation with which to understand the basic types financial markets, risks, regulation and 

globalization as well. This topic defines and introduces the various domestic and foreign financial 

markets and describes the special functions of FIs. Also, this part takes an analytical look at how financial 

markets and institutions benefit today’s economy. 

L e a r n i n g  G o a l s : 

Differentiate between primary and secondary markets. 

Differentiate between money and capital markets. 

Understand what foreign exchange markets are. 

Understand what derivative security markets are. 

Distinguish between the different types of financial institutions. 

Know the services financial institutions perform. 

Know the risks financial institutions face. 

Appreciate why financial institutions are regulated. 

Recognize that financial markets are becoming increasingly global. 

 

2. The interest rate and the mechanism for its determination (pp. 36-51; 58-60) 

In this topic we will explain the most important features of interest rate. We provide an indepth look at 

interest rates. We first look at factors that determine interest rate levels, as well as their past, present, and 

expected future movements. We then review the concept of time value of money. The concept of interest. 

The real interest rate. The dependence of the interest rate on the ratio of supply and demand in the market 

leverage. The value of money. Interest rate and different risks. 

L e a r n i n g  G o a l s : 

Know who the main suppliers of loanable funds are . 

Know who the main demanders of loanable funds are . 

Understand how equilibrium interest rates are determined . 

Examine factors that cause the supply and demand curves for loanable funds to shift . 

Examine how interest rates change over time . 

Know what specific factors determine interest rates . 



Examine the different theories explaining the term structure of interest rates . 

Understand how forward rates of interest can be derived from the term structure of interest rates . 

Understand how interest rates are used to determine present and future values . 

 

3. Money Markets (pp. 141-144; 147-173) 

Our goal in this topic is to introduce the important features of money markets and their istruments. Money 

market instruments include short-term, marketable, liquid, low-risk debt securities. Money market 

instruments sometimes are called cash equivalents, or just cash for short. Their low maturities and low 

credit risk ensure minimal capital gains or losses. These securities often trade in large denominations, but 

they may be purchased indirectly through money market funds. This topic will give you a good 

foundation with which to understand the different types of money markets securities. 

L e a r n i n g  G o a l s : 

Define money markets. 

Identify the major types of money market securities. 

Examine the process used to issue Treasury securities. 

List the main participants in money markets. 

Examine the extent to which foreign investors participate in U.S. money markets. 

Understand the major developments in Euro money markets. 

 

4. Bond and mortage markets (pp. 176-183; 188-198; 200-204; 208-210; 213-218; 231; 240-241) 

Bond and mortage markets include longer-term and riskier securities. Securities in such markets are much 

more diverse than those found within the money market. Much of government borrowing is in the form of 

Treasury bonds and notes. These are coupon-paying bonds usually issued at or near par value. Treasury 

bonds are similar in design to coupon-paying corporate bonds. Municipal bonds are distinguished largely 

by their tax-exempt status. Interest payments (but not capital gains) on these securities are exempt from 

income taxes. Mortgage pass-through securities are pools of mortgages sold in one package. Owners of 

pass-throughs receive all principal and interest payments made by the borrower. The firm that originally 

issued the mortgage merely services the mortgage, simply “passing through” the payments to the 

purchasers of the mortgage. Payments of interest and principal on government agency pass-through 

securities are guaranteed, but payments on private-label mortgage pools are not. Finally, we survey the 

derivative security markets for options and futures contracts.  

L e a r n i n g  G o a l s : 

Describe the major bond markets. 

Identify the characteristics of the various bond market securities. 

List the major bond market participants. 



Describe the types of securities traded in international bond markets 

Distinguish between a mortgage and a mortgage - backed security. 

Describe the main types of mortgages issued by financial institutions. 

Identify the major characteristics of a mortgage. 

Describe the trends in the international securitization of mortgages. 

Define a pass - through security . 

Define a collateralized mortgage obligation. 

 

5. Stock Markets (pp. 244-261; 266-271; 273-283) 

This topic will provide you with a broad introduction to the many venues and procedures of stock 

markets. Common stock is an ownership share in a corporation. Each share entitles its owner to one vote 

on matters of corporate governance and to a prorated share of the dividends paid to shareholders. Stock, 

or equity, owners are the residual claimants on the income earned by the firm. Preferred stock usually 

pays a fixed stream of dividends for the life of the firm. The first time stock trades are when it is issued to 

the public. We will explain initial public offerings and how stocks trade. Therefore, we begin with a look 

at how stocks are first marketed to the public by investment bankers. In this topic we also explain the 

structure of various stock market indexes. Many stock market indexes measure the performance of the 

overall market. The Dow Jones averages, the oldest and best-known indicators, are price-weighted 

indexes. Today, many broad-based, market value–weighted indexes are computed daily. These include 

the Standard & Poor’s Composite 500 stock index, the NYSE index, the NASDAQ index, the Wilshire 

5000 Index, and several international indexes, including the Nikkei, FTSE, and DAX. 

L e a r n i n g  G o a l s : 

Identify the major characteristics of common stock. 

Identify the major characteristics of preferred stock. 

Examine the process by which common stock is issued in primary stock markets. 

Describe the major secondary stock markets. 

Examine the process by which a trade takes place in the stock markets. 

Recognize the major stock market indexes. 

Know who the major stock market participants are. 

Explain the three forms of market efficiency. 

Describe the major characteristics of international stock markets. 

 

6. Foreign exchange markets (pp. 285-294; 303-307) 



This topic will provide you with a broad introduction to the foreign exchange markets. The most 

important features will be: Exchange rates and international trade. International payments flows. 

Determination of the exchange rate. Foreign exchange markets. Financing of international trade. 

Euromarket. The internationalization of financial markets 

L e a r n i n g  G o a l s : 

Understand what foreign exchange markets and foreign exchange rates are . 

Identify the world’s largest foreign exchange markets . 

Distinguish between a spot foreign exchange transaction and a forward foreign exchange transaction . 

Calculate return and risk on foreign exchange transactions . 

Identify the relations among interest rates, inflation, and exchange rates . 

 

7. Derivative securities markets (pp. 310-315; 320-321; 322-323; 324-325; 328-329; 335-336) 

Derivative securities, or simply derivatives, play a large and increasingly important role in financial 

markets. These are securities whose prices are determined by, or “derive from,” the prices of other 

securities. Options and futures contracts are both derivative securities. Their payoffs depend on the value 

of other securities. A call option is a right to purchase an asset at a stipulated exercise price on or before 

an expiration date. A put option is the right to sell an asset at some exercise price. Calls increase in value, 

while puts decrease in value, as the price of the underlying asset increases. Futures and forward contracts 

are like options in that they specify the purchase or sale of some underlying security at some future date. 

The key difference is that the holder of an option to buy is not compelled to buy and will not do so if the 

trade is unprofitable. A futures or forward contract, however, carries the obligation to go through with the 

agreed-upon transaction. 

L e a r n i n g  G o a l s : 

Distinguish between forward and future contracts. 

Understand how a futures transaction is conducted. 

Recognize what option contracts are. 

Know the main regulators of futures and options markets. 

Describe swap. 

 

8. Financial players: commercial banks, savings institutions, credit unions  and finance companies 

(pp. 348-351; 354-355; 362-363; 449-451; 457-460; 464-465) 

This topics explains the characteristics of commercial banks and other financial institutions. It 

summarizes the operations of commercial banks and describes the key characteristics and recent trends in 

the commercial banking sector. The role of the investment development financial institution. Differences 

between financial intermediation and professional mediation. Types of financial institutions. The 

historical development of savings institutions. Savings and loan associations and societies. The regulatory 

structure of savings institutions. The concept of the credit union. Agencies that regulate the activities of 



credit unions. Balance and operations of credit unions. Financial companies. The assets of financial 

companies. Liabilities and equity finance companies. The income and expenses of the financial 

companies. 

L e a r n i n g  G o a l s : 

Define what a commercial bank is. 

Identify the main assets held by commercial banks. 

Identify the main liabilities held by commercial banks. 

Recognize the differences between a savings institution, a credit union, and a finance company. 

Identify the main assets and liabilities held by savings institutions. 

Know who regulates savings institutions. 

Describe how credit unions are different from other depository institutions. 

Define the major types of finance companies. 

 

9. Financial players: insurance companies, securities firms, investment banks, mutual funds, hedge 

funds, pension funds (pp. 476-481; 500-5001; 504-511; 524-531; 545-549; 554-555; 558-566) 

In this topic we describe and compare the various types of financial players. Increasingly individual 

investors are choosing not to trade securities directly for their own accounts. Instead, they direct their 

funds to investment companies that purchase securities on their behalf. The most important of these 

financial intermediaries are mutual funds. Like mutual funds, hedge funds allow private investors to pool 

assets to be invested by a fund manager. Unlike mutual funds, however, they are commonly organized as 

private partnerships. Financial intermediaries collect funds from individual investors and invest those 

funds in a potentially wide range of securities or other assets. Pooling of assets is the key idea behind 

investment companies. Some intermediaries are not formally organized or regulated as investment 

companies but nevertheless serve similar functions. Among the more important are commingled funds, 

real estate investment trusts, and hedge funds. 

L e a r n i n g  G o a l s : 

Describe the two types of insurance companies. 

Identify the major assets and liabilities of life insurance companies. 

Know the different types of securities firms and investment banks. 

Understand the major activity areas in which securities firms and investment banks engage. 

Distinguish between long-term mutual funds and money market mutual funds. 

Pension funds defined. 

Describe the difference between a private pension fund and a public pension fund. 

 

10. Financial institutions and risks (575-592) 



We then consider the trade-offs that arise when investors practice the simplest form of risk control, capital 

allocation: choosing the fraction of the portfolio invested in virtually risk-free securities versus risky 

securities.  

L e a r n i n g  G o a l s : 

Describe the major risks faced by financial institutions. 

Recognize that insolvency risk is a consequence of the other types of risk. 

Understand how the various risks faced by financial institutions are related. 

 

 

  



Annex 2 
 

Assessment Methods and Criteria 
 

Assessment Methods  
 

Types of Assessment Forms of Assessment Modules 

1 2 3 4 

Formative Assessment 

 

Test  *   

Essay     

Report/Presentation     

Project  *   

In-class Participation  *   

Other (write 

appropriate control 

forms for the course) 

    

Interim Assessment 

(if required) 

Assignment (e.g. 

written assignment) 

    

Summative Assessment Exam   *   

 

 

  



Assessment Criteria 

 

In-class Participation 

 

Grades Assessment Criteria 

«Excellent» (8-10) A critical analysis which demonstrates original thinking and shows strong evidence of 

preparatory research and broad background knowledge.  

«Good» (6-7) Shows strong evidence of preparatory research and broad background knowledge. 

Excellent oral expression.  

«Satisfactory» (4-5) 

 

Satisfactory overall, showing a fair knowledge of the topic, a reasonable standard of 

expression. Some hesitation in answering follow-up questions and/or gives incomplete or 

partly irrelevant answers. 

«Fail» (0-3) Limited evidence of relevant knowledge and an attempt to address the topic.  Unable to 

offer relevant information or opinion in answer to follow-up questions.  

 

Project Work  

 

Grades Assessment Criteria 

«Excellent» (8-10) 

 

 

A well-structured, analytical presentation of project work. Shows strong evidence and 

broad background knowledge. In a group presentation all members contribute equally and 

each contribution builds on the previous one clearly; Answers to follow-up questions 

reveal a good range and depth of knowledge beyond that covered in the presentation and 

show confidence in discussion. 

«Good» (6-7) 

 

 

Clearly organized analysis, showing evidence of a good overall knowledge of the topic. 

The presenter of the project work highlights key points and responds to follow up 

questions appropriately. In group presentations there is evidence that the group has met to 

discuss the topic and is presenting the results of that discussion, in an order previously 

agreed. 

«Satisfactory» (4-5) 

 

 

Takes a very basic approach to the topic, using broadly appropriate material but lacking 

focus. The presentation of project work is largely unstructured, and some points are 

irrelevant to the topic. Knowledge of the topic is limited and there may be evidence of 

basic misunderstanding. In a group presentation, most of the work is done by one or two 

students and the individual contributions do not add up. 

«Fail» (0-3) Fails to demonstrate any appropriate knowledge. 

 

Written Assignments (Essay, Test/Quiz, Written Exam, etc.) 

 

Grades Assessment Criteria 

«Excellent» (8-10) 

 

Has a clear argument, which addresses the topic and responds effectively to all aspects of 

the task. Fully satisfies all the requirements of the task; rare minor errors occur;  

«Good» (6-7) Responds to most aspects of the topic with a clear, explicit argument. Covers the 

requirements of the task; may produce occasional errors. 

«Satisfactory» (4-5) 

 

 

Generally addresses the task; the format may be inappropriate in places; display little 

evidence of (depending on the assignment): independent thought and critical judgement 

include a partial superficial coverage of the key issues, lack critical analysis, may make 

frequent errors. 

«Fail» (0-3) Fails to demonstrate any appropriate knowledge. 

 

 


