











Econometrics II	Professor Robert F. Engle
Fall 2011	B40.2332
Tuesday: 3:00 to 5:50 pm	KMC 5-90

Tel: 212 998-0710
Fax: 212 995-4220

Email: rengle@stern.nyu.edu



Course Description:   The course is designed to introduce the econometric tools most used in finance and to gain understanding of the sources and characteristics of financial data.  We will use Datastream, WRDS, CRSP, Yahoo Finance, or other vendors as a source for financial data, and EViews software to build ARCH and other time series models.  There will be homework and a  final exam.  There is a lot of reading.  The homework assignments will frequently be computer exercises which will be presented in class.  EViews is available in the computer lab and on CITRIX, but I recommend that you buy a copy or upgrade to version 7.0 which has ARCH software as well as GMM, cointegration etc.  This course presumes familiarity with finance as well as a course in graduate econometrics.  Ideal preparation is Econometrics I and Finance Theory I.
Time: Tue: 3:00-5:50  Office Hours  Monday.  3:00-5:00  or appt.

GRADING:
30%  Homework
30% Short Answer Exam
30% Take Home Exam
10% Classroom Participation

Class	Date		Topic
1. 9/6		Volatility:  Data, Models, Risk
· Homework 1: VLAB, EViews, GARCH Models 
2. 9/20		Econometrics of Volatility:  MLE, QMLE, and Stochastic Processes
3. 9/30 Friday	Economics of Volatility:  French, Schwert Stambaugh, Asset Pricing and Spline GARCH
· Homework 1 Due
4. 10/4		Realized Volatility:  Measures and Forecasts, the Multiplicative Error Model
5. 10/11		Microstructure Data and Models with irregularly spaced data
· Homework 2:  Asymmetric Volatility 
6. 10/18		Options and Implied Volatility
7. 10/21 Friday	Extreme Value Distribution and Quantile Estimation
· Homework 2 Due
8. 10/25		Copula and Tail Dependence
9. 11/1		Dynamic Conditional Correlation and Multivariate GARCH: Risk and Asset Allocation
· Homework 3:  Bivariate Correlation Models and hedging performance
10. 11/8		DECO and Factor Spline GARCH, CDO Pricing
11. 11/15		Asset Pricing, Fama MacBeth, Fama and French, Bali and Engle, Llewellen and Nagel
· Homework 3 Due
12. 11/29		Systemic Risk, CoVaR, MES and Stress Tests
13. 12/6		In class: Short Answer Exam.
·  Take home exam begins
14. 12/13		Take Home Exam Due.
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Brownlees Engle Kelly
Brownlees Engle
French Schwert Stambaugh
Engle and Manganelli
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Fama French
Llewellen and Nagel
Adrian and Brunermeier
Acharya, Pedersen, Philippon and Richardson
Shephard and Shepperd “Heavy Models”


