MGMT 675

Al-ASSISTED FINANCIAL ANALYSIS

' RICEIBUSINESS



MEET YOUR PROF

e At Rice since 2009, in Jones and in Econ Dept.

= teach core finance, quantitative investments,
investments theory, and python for business research

= to PhDs, MBAs, and Masters in Data Science students

e Previously at Northwestern, Indiana, Washington Univ. in
St. Louis, and Texas A&M. Associate dean at Wash U.

e Former and current editor and associate editor of several
journals. Two textbooks (derivatives and PhD asset pricing
theory). Materials and info at kerryback.com
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https://kerryback.com/

COURSE OUTLINE

e Weekly assignments: use Al to do something, submit a
report of the results

e Timed at-home final exam during exam week: use Al to do
something, submit a report of the results

e Syllabus, slides, data sets, assignments, links to
conversations at mgmté7/5.kerryback.com

e Submit assignments through Canvas
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https://mgmt675.kerryback.com/

COURSE TOPICS

1. Simulation

2. Data handling

3. Cost of capital and performance evaluation
4. Visualization

5. Optimal portfolios

6. Autocorrelation and autoregression

/.Machine learning
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WHY THIS COURSE?

HOW DID WE GET HERE?

AND WHERE ARE WE GOING?



LET'S DO SOME TIME TRAVELING

History is about to be rewritien
by tweo gurys who con't spedl.
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First hand-held calculator, introduced by Texas Instruments
in 1972
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First financial calculator, introduced by HP in 1973
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C11 fd¢L>y TOTAL

P o e e o e g e e e

VisiCalc, released for Apple Il in 1979
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: | Range Copy Move File Print Graph Data System Quit

Glohal Insert Delete Column Erase Titles N1ndoq _Status Page H1de |

A A B D |

1 EQEL_____ENP HQNE DEPTHU JOB YEﬂRS SALARY BUHUS

2 1777 Azibad 4888 Sales 46668 16668
81964 Brown 6888 Sales 45000 16668
48378 Burns 60688 Mgr 75000 25600
50706 Caeser 7008 NMgr 65000 25000
49692 Curly 3668 Mgr 65660 26060
34791 Dabarrett 7888 Sales 45600 16668
84984 Daniels 1868 President 156668 18666
59937 Dempsey 3888 Sales 48600 186686
51515 Donovan 3888 Sales 36088 5088
48338 Fields 48088 Mgr 70000 25000
91574 Fiklore 1888 Admin 35000 -—-
64596 Fine 2088 Mgr 75000 25000
13729 Green 1668 Mgr 066606 25600
59957 Hermann 4888 Sales 50088 160888
31619 Hodgedon H888 Sales 46668 16668
1773 Howard 2088 Mgr 86668 25600
2165 Hugh 1888 Admin 36660 ——
23987 Johnson 16688 yP 166660 50000

Laflare 2088 Sales 35600 58688

Lotus 1-2-3, released for IBM PC in 1983

10/18



= Microsoft Excel I |k
File Edit Formula Format Data Options Hacro Window Help
0o =SLUMIDE:DY

CASHBUDG . XLS BREAKEUH.

A B D
Telephone & Telex $3.372 Fixed Expenses
Office Supplies $900 Administrative Fersonnel $50,614
Office Fostage $ab4 Fublicity $48.012
Ecquipment $2.000 General Operating $30,333
Shipping $4b.875 Interest $10.00%

mamples $480 Total $135, 965
Legal & Accounting $2.700

Travvel & Entertainment $1.350
Training $500 Yanable Expenses

Bank Charges Cost Of Goods Sold $231,7493
Credit Card Fees $7.760 Shipping $46.875
Other $1.440 Operating Personnel $5.791

Taxes & Licenses F224 Total $2a4.460

Interest $10,009

Miscellaneous $1.323 Gross Margin 0.00%
Total $143.623 Cost Of Goods Mar (.00

Feady

Microsoft Excel, released for Windows in 1987
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TODAY'S TOOLS

ChatGPT



o Will Excel survive?

e \Will Excel retain its dominance?
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MAYBE ...

Formulas Data Review View Automate Help Script Lab

|0 @ B H @ 2=

Diagnostics
. g Name

E
. wt Date & Lookup & Math&  More Insert
Copl Iot Time ~ Reference ~ Tig~ Functions ¥  Python » [‘é_ Initialization Manager
rary Python (Preview)

Insert Python

Add Python formulas to your
waorksheat.

A whole new way to work

E E G H Python formulas make it easier to
analyze your data and give you

access to faster computation in the
Microsoft Cloud.
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THE BEST WE HAVE TODAY (I THINK)
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WHAT JULIUS DOES

e Python interpreter and proprietary LLM
e Julius executes and debugs code
e Provides links to images, tables, datasets it creates

e Provides download of conversation (and code) as Jupyter
notebook or Word doc

e Allows us to upload our own data
e Canget someonline data

e Caninstall any python libraries not pre-installed
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GET A JULIUS ACCOUNT

e Free account has very strict message limit
e Basic allows 250 messages per month. Maybe enough?
e Essential allows unlimited messages.

e 50% academic discount. Sign up using your Rice email and
enter the promo code STUDY2024.
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WARM-UP

e Ask Julius to plot the functiony = x~.

e Ask Julius to plot the payoff diagram of a call option with a
strike of 100.

e Ask Julius to use pandas datareader to get the 10-year
Treasury yield from FRED, plot it, and save as a jpeg.

e Ask Julius to use yfinance to get AAPLs adjusted closing
price from Yahoo Finance, plot it, and save as a jpeg.
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