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In recent years, business schools have made sizeable investments in technology
that provide students with instruction and experience in collecting, processing
and communicating information as well as other skills that are transferable to
the workplace upon graduation. A growing number of schools already have
invested or are considering an investment in the Bloomberg Professional System
as a tool for students in various finance classes. This subscription service,
provided by Bloomberg L.P., provides a wealth of information that can be
IHlustrated for many topics covered in undergraduate and graduate courses. This
paper identifies potential applications for illustrating the financial data available
through a Bloomberg subscription and presents the potential benefits to a
university for investing in Bloomberg compared to traditional reference
materials that have been part of many university library holdings.

INTRODUCTION

Financial education has continuously blended theory and practice and has derived
much of its popularity with business students by bringing financial data into the
classroom. The use of financial data has developed from the sifting of annual reports of
publicly-traded corporations to the ability to track tick-by-tick trading in real time.
Keeping abreast of the various resources of financial data has become both a time-
consuming as well as a resource-consuming hurdle for instructors, school libraries and
administrators. More recently, schools have made sizeable investments in teaching
centers, computer labs, and financial information centers (the “trading rooms”) for
students to witness the dynamic forces at work in various markets.

An irony shown between teaching and research is that while many professors
themselves utilize databases in their research, there is little application of those same
databases in the classroom (Clinebell and Clinebell, 1995). Since many schools do
subscribe to many databases, extending the use to classroom applications would be a way
to spread out the costs and more easily justify the continued investment in these
resources.
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WHAT IS BLOOMBERG?

Bloomberg is the popular subscription-based data service that provides a vast array
of financial, economic and general information to users. Bloomberg LLP originally
offered this service to the investment community and has expanded the service to
individuals and academic institutions. In addition to the breadth of data that the service
provides, the easy access to this data is also an attraction for many users. The service
mimics the services of cable TV providers, providing access through a portal (the
subscriber’s television) that, while fixed in its location, offers easy accessibility to content
that the subscriber can choose.

Bloomberg in fact, does provide its information services to the various media. There
is Bloomberg Radio, Bloomberg TV and Bloomberg.com. These basic services draw data
from the same sources and provide news and some analysis to a wider audience than that
of the subscriber base. The expanded resources that are available to subscribers is the
expanded access to Bloomberg Professional Systems.

RELATED STUDIES

Much of the literature stems from the use of technology and computer applications
in teaching. Since there formerly were relatively few databases that could be
incorporated into classroom illustrations and applications, there has been little research
into the use of such databases. In addition, while many instructors have their own
favorite websites, based on their own individual research interests or through casual
browsing, many students are unaware of the vast number of sites as well as the
alternatives to searching for sites to find specific information.

Clinebell and Clinebell (1995) used information generated by a survey of 241 schools
and found a varied use of databases. Investment classes had the highest usage (32.4%) of
databases, while Institutions classes had the least (5.4%). Their survey also found, not
surprisingly, that larger schools showed a greater use of databases. St. Pierre (1996) looks
at the benefits of the Bridge Information System, which, like Bloomberg, is a proprietary
system that bundles information from different contributors. Smith (1996) shows an
illustration of online access to EDGAR and presents a format that instructors can apply
different internet resources that offer flexibility in teaching.

CLASSROOM APPLICATIONS

St. Pierre (1996) provides some examples of the uses of Bridge in classroom
applications. Following her design, some general illustrations are shown here.
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Figure 1. Figure 1 Ratios Illustration
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Financial Management

Students in undergraduate and graduate financial management classes are shown
the management of corporations and the use of ratios in determining the success, or
lack of, in management’s ability to operate businesses. Bloomberg, as do many
resources, provides the financial statements to allow students to learn fundamental
analysis. Like other resources, Bloomberg provides quick snapshots of various ratios.
Figure 1 illustrates these ratios for a company. These can be viewed for The Home
Depot by typing the command “HD <EQUITY> DES <GO>". In addition, Bloomberg
has additional descriptive characteristics and incorporates materials from third party
contributors, such as Hoover’s, to efficiently provide more details of a company’s
operations, history, and management.

Another application for using a firm’s financial information is in approximating
the cost of capital from the use of debt and equity. Bloomberg illustrates a calculation
for the
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Figure 2. WACC Calculator Ilustration
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Weighted Average Cost of Capital using both; drawing upon either current period
data or user-inputted values. Figure 2 shows the WACC for Home Depot. The

command for this is “HD<EQUITY> WACC <GO>".

Investments

Students in various investments-related courses are shown the types, characteristics
and uses of debt and equity securities. While much information is available for publicly
traded common stock from alternative outlets, less information is provided towards the
respective debt and preferred issues a company may have outstanding. Bloomberg
provides a great deal of descriptive as well as pricing data for these other instruments that
offer details for students to learn more of how these are valued. Figure 3, found by the
command “HD <CORP> GP <GO>” shows the price history for Home Depot’s 5 3/8%
note that matured in April 2006. In addition to graphic illustrations, actual prices are
provided in tabular form (function HP) for accuracy as well as copying or exporting to
aspreadsheet. The descriptive characteristics of the preferred “B” issue for Six Flags, Inc.
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Figure 3. Historic Bond Price Illustration
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are shown in Figure 4. The symbol for the preferred shares are similar to that of the
common shares; and the command for accessing this information is “PKS <PFD> DES
<GO>”. The descriptive information for a company’s corporate debt is set up in a similar
manner.

Students can also see results of investing in different securities and finding the
returns from these investments, not only by comparing prices, but by incorporating
dividends to find total returns. By using a comparative returns tool, securities can be
evaluated against other securities as well as market and industry indices, for both price
gains and dividend yields. The illustration for comparing the returns of Home Depot to
Lowe’s as well as to the S&P 500 are shown in Figure 5, by typing “HD <EQUITY>
COMP <GO>". Bloomberg also provides the flexibility and illustrates the potential for
future returns by allowing users to plug in potential future prices.
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Figure 4. Preferred Stock Description Illustration
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Figure 5. Stock Comparison Description
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Figure 6. International Stock Markets Illustration
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International Finance

International finance classes offer the study of different global markets and the
investment and financing alternatives. Bloomberg provides descriptive details and
pricing for thousands of international securities and markets that is very difficult to find
elsewhere. Since the pricing data feeds into Bloomberg in real time, it is easy to see the
activity of the markets by watching the prices change. Figure 6 shows the main menu
for accessing the various global stock markets as well as the respective indices that
participate in those markets. The command to access this menu is “<COMDTY> WEI
<GO>".

Learning the different foreign currencies and the exchange rates between currencies
is another popular aspect of international finance. With Bloomberg, almost all currencies
can be examined and the exchange rates and cross-currency rates can be illustrated
effectively. The dynamics and the power of having near-time access to market
information is highlighted by the changes in exchange rates during a trading day. Figure
7 shows a cross-currency table set up for the major currencies (“<CURNCY> FXC
<GO>").
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Figure 7. Exchange Rates Illustration
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Students can compare U.S.-traded ADRs with the original issues (or equivalent
issues) in other markets. This provides a useful illustration of the interaction of markets
as well as learning more of price parity.

Derivatives

More finance departments are offering specific courses in derivatives, and the access
tomore information is available. There are several internet sites that provide information
for options and futures quotes, but Bloomberg extends the descriptive as well as the
informative elements of these instruments and provides historic prices and graphs
(including expired contracts). In addition, Bloomberg includes calculators, including the
Black-Scholes Option Pricing Model. Figure 8 depicts a partial Options Monitor for
Home Depot, showing the various strike prices and expiration dates for both calls and
puts. This can be found by typing “HD <EQUITY> OMON <GO>". Each specific option
contract has its unique symbol, and can be separately accessed for historic prices and
trading volume. Similar to options, futures contracts can be identified and tracked. The
access to the various commodities can be found by the command “<COMDTY><GO>",
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Figure 8. Options Monitor Illustration
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Figure 9 furthers this illustration by highlighting the various types of metals futures
contracts (“<COMDTY> METL <GO>"). Again, the vast array of data available through
Bloomberg is highlighted here. Each of these metals contracts has its own unique
symbol. Each can be examined for its own price history as well as finding any options
contracts written on each futures contract.

Banking

Students in banking classes utilize financial statement information and conduct ratio
analysis both to determine the management of banking institutions as well as potential
and existing loan accounts. In addition to having economic data available, Bloomberg
provides current interest rates and illustrates alternative yield curves to apply to interest
rate models. The Yield Curve on any specific day is illustrated in Figure 10, and can be
accessed by typing “<GOVT> YCRV <GO>". Bloomberg includes credit risk models, such
as a calculator that determines the Altman “Z” Score for companies. The “Z” Score, found
in Figure 11 for the Ford Motor Company, is illustrated by typing “F <EQUITY> AZS
<GO>". The calculation is time-specific (the data for the most recent quarter is shown)
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Figure 9. Commodities Illustration
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and draws from the same variables that were used in the original model. In addition,
Bloomberg provides a “Financial Health” grade that gives an additional measure of risk
by combining both the Altman “Z” with the company’s average rating on its debt.

SUBSTITUTION FOR EXISTING LIBRARY RESOURCES

University libraries have made substantial investments of monetary and space
resources with subscriptions to financial resources in both print and online access. An
obvious challenge to a school of any size to adopting Bloomberg as a primary source of
financial data wouild be the cost of the subscriptions for other materials. However, as
Pettijohn (1996) states, ‘navigating the Internet with a Web browser generally is much
easier than scanning library indexes or hunting through stacks for articles...’. The ease
of accessing data from a PC or laptop to information is an attractive alternative for many
students and instructors.

With establishing a dedicated finance lab, a School of Business takes on some of the
characteristics of a library, namely, by providing the use of the resources to those who
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Figure 10. Yield Curve
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Figure 11. Altman’s “Z” Score
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support and maintain the cost of such resources and to restrict, appropriately, the access
and use of resources to others. By agreement, the use of the “open” and “closed”
Bloomberg systems both allows and restricts access to those who directly benefit from
and support the use of Bloomberg in classes and limits access to those that may use
Bloomberg for separate purposes.

The monthly subscription for the Bloomberg Professional System is $675. There is
an additional charge for equipment rental, which is $100 per month. This would make
the annual cost of subscribing $9,300. This university subscription for academic use is
half of the regular desktop rate charged to commercial customers.

The annual subscriptions1 to some of the widely utilized publications, and their
format, are as follows:

Subscription Prices of Finance-related Library References

Resource Medium Annual Cost
Dun & Bradstreet Print $5,328
Eviews Online $2,000
International
Financial Statistics Print $260
International
Financial Statistics Online $1,240
Mergent Manuals Print $1,655
Mergent Online $22,500
Standard & Poor’s Net Advantage Online $13,219
Standard & Poor’s Research Insight Online $16,964
Bloomberg Professional (Academic) Online $9300

COMPARISON TO INTERNET RESOURCES

A major source of competition for the use of Bloomberg is the access to online
resources through the Internet. Morris (1998) provides illustrative subscription prices
for a variety of Internet-based quote systems. With the exception of Bridge, most of the
services do not provide more than current quotes and charts. For the purpose of many
classroom illustrations, historic data would be more suitable.

Internet portals, such as AOL and Yahoo! provide news, quotes, and charts, and also
provide some historical quotes for U.S. equities and for some indices. With some
providers, the historical quotes can be easily downloaded and exported into spreadsheets.
The major drawback to the many free resources is that the information provided is the
lack of historical data, beyond charts, and the breadth of information available through
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one site. Another drawback is the simple fact that the data is found at different web sites.

Internet-based finance sites provide much in the way of descriptions of the various
types of securities available. Through subscriptions, clients can access further data, both
historical as well as real-time that corresponds to their respective needs.

APPLYING BLOOMBERG TO RESEARCH PROJECTS

Bloomberg provides two means of accessing data. The first, more familiar version
is the “open” system. The open system is password-protected and provides limited
flexibility in downloading data for further use. Typically, the only means to use data
through this version is to transcribe manually or to copy the contents from the screen
onto another application, typically Excel. This limits the amount of data that can be put
to use and creates the potential for input errors.

Bloomberg does provide some tools to provide a means of analyzing data internally.
The Multiple Regression Analysis function can be used to see the possible causal effects
that one or more independent securities have on a dependent security. These can be
specified by the user and can be applied to specific time periods. This is a general
function and can be accessed by typing “MRA <GO>”. Bloomberg also provides a
function, BETA, which calculates the systematic risk of a stock to a market index. The
benefit of using the Multiple Regression Analysis function is that the time periods as well
as the variables can be catered to the needs of the user. Figure 12 shows the output of a
Multiple Regression Analysis that looks at the prices of the S&P 500 regressed against the
DAX, Nikkei 225 and FTSE 100 Indices.

The second version is the “closed” system. By agreement with Bloomberg, the access
to this system is restricted to a relatively few users; e.g., employees of a firm or students
in a finance department. The access to the information is the same as with the “open”
system, but more ease and flexibility is provided for downloading data directly to an
Excel spreadsheet. Users can determine what specific series they wish to download and
the time period of the series. In addition, a single firm or index can be retrieved or the
simultaneous retrieval of many series is possible. The gains in efficiency from the use of
the “closed” system would benefit students and instructors by making the research
retrieval portion of projects and research papers easier and allow more time to analyze
the data.

A more recent adaptation provided to subscribers is Bloomberg Anywhere, which
is a communications card that allows an individual user to access Bloomberg on their
desktop or laptop at any site. While this offers flexibility and convenience to the user,
this would not be a practical feature for academic use, since only one user of an account
can access Bloomberg at any given time. For finance classes, the most cost-effective
method of using Bloomberg would be to set up a dedicated classroom or lab for classes
and student and faculty research.
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Figure 12. Multiple Regression Analysis
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SUMMARY

Business schools constantly seek to provide an academic setting that will make the
transition from the classroom to the workplace as easy as possible. Technology has been
and will continue to be used in classrooms. This continuous investment will enhance the
ability to analyze data and communicate the results of that analysis. In addition,
investment needs to be made with the data resources that can be used in the classroom.

This paper has shown some of the applications that the Bloomberg Professional
System provides to many finance classes. By having classes use the same resources that
professionals use in their daily tasks, there is increased currency in the education that
finance classes offer to students. Despite the perception of having a high cost, Bloomberg
proves to be a more cost-effective and convenient alternative to library resources.
Schools that have Bloomberg can continue to provide a variety of finance data and also
release scarce financial resources for other uses.

ENDNOTE

! These subscription prices represent the 2005 prices of continued subscriptions.
Depending on the features agreed upon within the subscription, the prices to institutions

may vary.
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Appendix: Summary of Bloomberg Function Commands used in these [llustrations

Bloomberg Application Commands Used in the Illustration | Figure
Description of Company, “Symbol” <EQUITY> DES <GO> 1
showing Current Period Ratios shown on page 3 out of 10
Weighted Average Cost of Capital “Symbol” <EQUITY> WACC <GO> 2
Calculator
Graph of a specific Bond Price History “Symbol” <CORP> GP <GO> 3
Characteristics of a Preferred Stock Issue “Symbol” <PFD> DES <GO> 4
Stock Returns Compared to Other “Symbol” <EQUITY> COMP <GO> 5
Securities or Indices
Ilustration of Different International <COMDTY> WEI <GO> 6
Stock Indices
Key Cross Currency Rates <CURNCY> FXC <GO»> 7
Stock Option Monitor “Symbol” <EQUITY> OMON <GO> 8
Table of Various Commodities <COMDTY> METL <GO> 9
Current Period Yield Curve <GOVT> YCRV <GO> 10
Altman’s “Z” “Symbol” <EQUITY> AZS <GO> 11
Multiple Regression Analysis MRA <GO> 12

Note: “Symbol” represents the specific company/index/asset or unique security name that
is used for information. Unique names are required for individual corporate bond issues
or futures contracts since these are tracked by their coupon and maturity dates. Similarly,
option contracts are specified by whether they are calls or puts, as well as their strike
price and expiration date. The respective security key, depicting the yellow keys on the
Bloomberg keyboard, are shown, as an example, as <EQUITY> (for common stock
information); and the specific function is shown in BOLD. Most of these functions are
commonly applied across the different securities provided. The function list The
function list for each security can be found by the “Symbol” <SECURITY> <GO»>
command.
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