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I. GENERAL DATA  

Course : Financial Econometrics 

Duration : 10 weeks – January to March 2019 

Schedule : Sunday 7:30 pm – 9:30 pm (Peruvian time) 

Teacher : Hamilton Galindo Gil 

E-mail : hamilton.galindo@asu.edu 

 
II. ABSTRACT  

Financial Econometrics is a broad field in finance (corporate finance and asset pricing). 

In this course, we focus on the econometrics applied to asset pricing which is called 

Empirical Asset Pricing. The Empirical Asset Pricing literature usually considers three 

main approaches to evaluate model: in-sample estimation, calibration, and out-sample 

testing. We will study in-sample estimation in which we have two main approaches: 

portfolio analysis (no estimation technique) and Fama-MacBeth (1973) regressions. We 

will use both techniques in two main asset pricing model such as CAPM and Factor 

model. Furthemore, we will use these tools in studying some risk factors: beta, the size 

effect, the momentum effect, short-term reversal, liquidity, and skewness. I leave other 

important topics such as asset return predictability, Consumption-based asset pricing 

models, and present-value relations for an advanced course. Finally, we will use Matlab 

to analyze the financial data and make estimations. 

 

III. OUTLINE 

N° THEMES 

1 Topic 1: Financial Data, Asset returns, distributional properties of returns, 
and main facts of financial data. 

2 
Topic 2: Fundamentals, Winsorization and truncation, Newey and West 
(1987) adjustment, and cross-sectional statistics. 

3 Topic 3: Portfolio Analysis Univariate portfolio analysis, bivariate 
independent-sort portfolio, and bivariate dependentsort portfolio. 

4 

Topic 4: Fama and MacBeth (1973) Regression Analysis, Fama MacBeth 
(FM) regressions is a standard tool in econometrics of asset pricing. This allows 
us to examine the relationship between asset returns and a set of independent 
variables. 

5 
Topic 5: Beta-estimating the CAPM, Estimating beta: statistics, 
correlations, persistence, and its relation with asset returns (portfolio analysis 
and FM regressions). 

6 Topic 6: the Size Effect and the Value Premium 



Size Effect: calculating market capitalization, the size factor, and FM 
regressions and portfolio analysis. Value Premium: Calculating book-to-
market ratio, the value factor, the Fama-French three-factor model, and FM 
regressions and portfolio analysis. 

7 

Topic 7: the Momentum Effect and the Short-Term Reversal 
Momemtum Effect: measuring momentum, the momentum factor, and the 
Fama-French-Carhart four-factor model. Short-Term Reversal: measuring 
short-term reversal, the reversal factor, and FM regressions. 

8 

Topic 8: Liquidity and Skewness 
Liquidity: measuring liquidity, liquidity factors (stock level, aggregate 
liquidity, liquidity innovations, and traded liquidity factor). Skewness: 
measuring skewness (total, co-skewness, and idiosyncratic skewness), 
univariate portfolio analysis, and FM regressions. 

 

IV. BIBLIOGRAPHY 

We will review some chapters of the following books: 

• Bali T., Engle R., and Murray S. (2016). Empirical Asset Pricing: The Cross-

Section of Stock Returns. John Wiley and Sons. 

• Cochrane, Jhon H. (2005). Asset Pricing (Revised Edition). Princeton 

University Press. 

• Tsay R. (2010). Analysis of Financial Times Series. Third Edition, John 

Wiley and Sons. 

• Campbell Y., Lo A., Mackinlay A. (1997). The Econometrics of Financial 

Markets. Princeton University Press. 

 

V. GRADING 

Course grades will use the following weighting scheme. 

• Four problem sets (the average has a weight of 60%). Every problem set 
consists of solving some theoretical questions and empirical procedures. 

• Final exam (it has a weight of 40%). The final exam has two parts. The first 
one is related to theoretical questions such as properties of estimators and 
the second one is related to the application of some econometric techniques 
to asset pricing data. 

 

 

 

 

VI. SUMMARY OF THE TEACHER 

Hamilton Galindo is a Graduate Teaching Associate at Arizona State University, 
USA, where he is studying Ph.D. in finance. He has a Master's degree in Economics 
from the Universidad del Pacifico and an Economist Engineer from the National 
University of Engineering (UNI), Peru, where he has been Professor of 
Macrodynamic Theory, Monetary Economics, International Finance, and Asset 
Pricing. His main research topics are Macroeconomics, Macro-Finance, Asset 
Pricing and Corporate Finance. His publications include the book "Dynamic 
Macroeconomics: Models of Real Economic Cycles" co-authored with Alexis 
Montecinos. 

2020 year 

Final note = 0.6 (Average of the grades of the PS) + 0.4 ∗ (Note of EF) 

 


