Actex Exam FM/2 Prep Course 
Week 1 Overview
Welcome to Actex's Exam FM/2 prep course, a course dealing in the review of fundamental concepts from financial mathematics.  Topics include theory of interest (time value of money, annuities, mortgages, bonds, rates of return, term structure of interest rates, and asset/liability management) and financial economics (introduction to derivatives, forwards, futures, options, swaps, derivative investment strategies, hedging, and risk management).  The goal of the course is to sharpen students' financial mathematics and problem-solving skills so that they can answer at least 75% of Exam FM/2 questions correctly, which is expected to lead to passing Exam FM/2.  
As such, the course will focus on review of material and solving problems that are typical of those on Exam FM/2.  Exam FM/2 is a three-hour exam of 35 multiple-choice questions.  Given the nature of the problems and an average of 5.1 minutes per question, you must have mastered the course material, be able to quickly recognize the nature of the problem, develop a solution, and accurately do the required calculations.  As a multiple-choice exam, the incorrect answers offered as frequently those that would be made by students will incomplete mastery of the material.  Mastery of the operation of your financial calculator is a must as the calculator's functions allow you to quickly solve many calculations that would be time consuming if done the long way.
In order to best prepare you for the rigor of Exam FM/2, and to provide you with practice in a "real-life" setting, there will be weekly tests where you will have an average of 5 minutes per question to seek a solution.  Exam FM/2 is offered as a computer-based test and having course tests given through Blackboard will provide you with experience of taking the test under SOA/CAS-like conditions.
 A thorough review and knowledge of algebra and basic calculus is important.
One difficulty student frequently have is that the language of financial mathematics is unfamiliar.  Please note that for each section, the SOA learning objectives include "be able to define and recognize the definitions of the following terms".  The SOA is looking for you to learn this new language.  If you do not understand the language, then it is difficult to understand what the problems are asking and you would be unable to solve the problem.  In my lessons and tests for Theory of Interest courses, I emphasize this "learning a new language" aspect of the course, and tests included a vocabulary section.  For this Actex Prep Course, I assume you have learned the language and the tests will not have a vocabulary section.  Tests will consist of solely of multiple choice word problems.


Objectives
By the end of this week covering the Time Value of Money, 
1. You  should be able to define and recognize the definitions of the following terms: 
a. Interest rate (rate of interest), Simple interest, Compound interest, Accumulation function, Future value, Present value/net present value, Discount factor, Discount rate (rate of discount), Convertible m-thly, Nominal rate, Effective rate, Inflation and real rate of interest, Force of interest, Equation of value 
2. You should be able to: 
a. Given any two of interest rate, present value, or future value, calculate the third based on simple or compound interest. 
b. Given any one of the effective interest rate, the nominal interest rate convertible m-thly, the effective discount rate, the nominal discount rate convertible m-thly, or the force of interest, calculate all of the other items. 
c. Write the equation of value given a set of cash flows and an interest rate. 

Assignments found in the Week 1 folder on Moodle
Introduction to Course/Syllabus/Online/Mathematical Background 
· Listen to video for the introduction to the course where the course, syllabus, and online materials are covered.
· Video: Actex Exam FM Prep Course Intro (10:33)
· Listen to the Moodle Course Setup video (7:16)
· Take the practice test on Moodle.  All the weekly tests in this course will be given via Moodle.  The practice test provides you practice so that you are familiar with the environment before you take a weekly test.
· Listen to the Section 0 video, which covers the mathematical background necessary for the course.  If you are very comfortable with algebra, series, and basic calculus, you could choose to skip this video.
· [bookmark: _GoBack]Video: Exam FM Algebra Calculus Review (7:42)
· Discussion Board: Briefly introduce yourself including, name, college/employer, where you are from, and why you want to be an actuary.  (Post by Wednesday 11:30 pm) 
Week 1 Reading
· Text Module 1 - Interest Rates and Time Value of Money


Video Lectures
· Listen to videos for Module 1 of text. 
· Video: Exam FM Prep Course Mod 1 Part I (9:15)
· Video: Exam FM Prep Course Mod 1 Part II (10:01)
· Video: Exam FM Prep Course Mod 1 Part III (12:00)
· Video: Exam FM Prep Course Mod 1 Part IV (5:47)
· Video: Exam FM Prep Course Mod 1 Part V (15:26)
· When asked to work a problem, stop the video, give your best attempt to work requested problem, restart video to see/hear my solution.  If you were initially unsuccessful in correctly solving a problem, take some notes on what you needed to understand that you did not in order to solve the problem.
Homework Assignments
	Week #,
Due Date
	
Lesson
	Basic Problems 
	Past Exam Problems
	Supplemental Problems

	1
Apr 5
	Algebra/Calculus Review
	Work all problems on Algebra/ Calculus Review Sheet (in Week 1 folder on Moodle)
	
	

	1
Apr 5
	Module 1 - Interest Rates and Time Value of Money
	Mod 1: 1, 3, 4, 8, 10, 11
	Mod 1: 1, 2, 3, 4, 5, 6, 7, 8, 10
	Mod 1: All.  Work Interest Rate Practice Sheet in Moodle


Discussion Board
· The continuously compounded interest rate, δ, is this really used or just something theoretical that we are expected to learn?
· Based on the lecture problems and homework problems, post one thing that you misunderstood and what you learned; or post a question on something in this week's material that you would like to understand better.

Week 1 Test
· On Moodle, 12-question multiple-choice, to be completed by Sunday 11:30pm.
Complete Week 1 Journal


Office Hours
 Monday Office Hours 8:00 - 9:00 pm Eastern Time via Moodle Chat
· Introduction, syllabus and expectation review
· Student questions
Thursday Office Hours 8:00 - 9:00 pm Eastern Time via Moodle Chat
· Student questions
Other Office Hours by Appointment via Skype
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