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MSFA AY 2019-2020 Assessment

PO 2: Integrate economics, statistics, and financial concepts to analyze and assess the value of financial assets.

LO 2-2): Integration – Fixed Income Valuation.  
Analyze fixed income investments using the characteristics of bonds and factors that influence bond yields. Develop strategies for fixed income portfolios.

Course where learning outcome was assessed:
MSFA 722: Fixed Income Valuation, Spring 2020

Evaluator(s): 
Professor Ivan Oscar Asensio

Assessment and Evaluation Method

The assessment was based on a case study we did on Treasury Inflation-Protected Securities (TIPs). Students had to apply fundamental concepts of bond pricing and valuation to compute the economic breakeven between a standard treasury security and a TIP security. 
The breakeven, expressed in annual percentage terms, is generally interpreted as the market’s projected or forecasted rate of inflation. This measure may differ from the projections put out by central bankers, broker-dealers, or think tanks. We discussed how this analysis plays a central role in investment decision-making and fixed income asset allocation.

Trait 1:  Identify the relevant framework for bond relative value analysis.
Trait 2: Iteratively arrive at the breakeven rate of inflation by carrying out an analysis of the projected cash flow streams of both bonds. Extract intuition behind the result, and use it to make the correct investment decision.



Targeted Performance [Based on Rubrics]
Our assessment target is that 85% of the students meet or exceed expectations. 
Rubric:
	
LO2.2: Integration
Fixed Income Valuation
	Exceeds Expectations
(3)

	Meets Expectations
(2)
	Below
Expectations
(1)


	Trait 1:
Identify the relevant framework for bond relative value analysis.
	The correct framework is used and applied in the correct way.
	The correct framework is used. 
	The correct framework is not used. 

	Trait 2: 
Iteratively arrive at the breakeven rate of inflation by carrying out an analysis of the projected cash flow streams of both bonds. Use result to make the correct investment decision.
	All answers are correct, and a complete analysis, intuition, and explanation are provided (in support of the investment decision).

	The correct framework is applied and the correct investment decision is made.


	[bookmark: _GoBack]The alternative framework used did not yield the correct answer.


Results Assessment and Planned Action
Students are assessed on a 3-point rubric for each of the two traits as described above. 
Results:
	
LO2.2: Integration
Fixed Income Valuation
	Exceeds Expectations
(3)
	Meets Expectations
(2)
	Below Expectations
(1)

	
	% Students Meeting or Exceeding Expectations

	
	
	
	
	
	

	Trait 1:
Identify the relevant framework for bond relative value analysis.
	7
	0
	1
	
	          88%

	Trait 2:
Iteratively arrive at the breakeven rate of inflation by carrying out an analysis of the projected cash flow streams of both bonds. Use result to make the correct investment decision.
	5
	2
	1
	
	         88%


Closing the Loop

Trait 1: We saw that 88% of the students met or exceeded the expectation, which is above our target of 85%. Note this was a small class, so this means that 7 of 8 students were successful. The data suggests that the basics of bond valuation is something that we are conveying effectively, in that the students not only understand the concepts but also are able to apply it to any financial instrument that is bond-like. In other words, any set of cash flows regardless of vessel can be modeled and analyzed by applying this approach.

Trait 2: We saw that 88% of the students met or exceeded the expectation, which is above our target of 85%. Note this was a small class, so this means that 7 of 8 students were successful. The data suggests that the basics of bond valuation is something that we are conveying effectively, in that the students not only understand the concepts but also are able to apply it to any financial instrument that is bond-like. In other words, any set of cash flows, regardless of vessel or rules, can be modeled and analyzed by applying this approach.

Overall, the results that all students met or exceeded expectations indicates that the fundamental concept behind the valuation of bonds, which is at the heart of financial analysis, has been covered appropriately early in the program. This is important, as this concept will continue to be used in the subsequent semesters of the program.
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