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This course deals with the ways in which risks are quantified and managed by financial institutions.
Among the topics covered are the nature of financial institutions and their regulation, market risk,

credit risk, operational risk,

liquidity risk, and the credit crisis of 2007

Class etiquette: Experience indicates that students with regular attendance of class have higher
grades than those who did not. Followings are basic class etiquette. No laptop computer, iPad and
cellphone are allowed during lecture unless with special permission. Turn off your mobile phone
before class. No loud chatting allowed in the class. Having food or drink in the class is not

encouraged.
room.

If you are late for the class for more than 30 minutes, please do not enter the class
If you miss more than three classes, your semester grade will be no more than C, depending upon

your severity of truancy. Any irrational behavior in the class will not be tolerated. Any violation
of the class etiquette will be penalized by reduction in your grade.
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Course Objectives

A good risk management is critical for a modern bank.

In this course, the various risk

management techniques will be introduced to manage the financial risk banks faced.
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# 3 i & % Teaching Schedule & Content

¥ =t Week R & Subject/Topics % 2xRemarks
1 Risk management for traders
2 Interest rate risk
3 Volatility
4 Correlations and copulas
5 Value at risk and expected shortfall
6 Model building approach
7 Base@ I, TI, Solvency II, Basel II.5, Basel III, and other post-
crisis changes
8 Regulation of the OTC derivatives market
9 #p ¢ ¥ 22:F Midterm Exam
10 Review of the trading book
11 Credit risk: estimating default probabilities




12 CVA and DVA

13 Credit VaR

14 Operational risk and stress testing

15 Liquidity risk

16 Model risk; economic capital and RAROC

17 Review (Chapter 24)

18 # % ¥ % Final Exam

#% # K ¢ Teaching Strategies

FHEH#H P Lecture |:| & &3 #Group Discussion |:| 287 ¥ Field Trip
l:l H s Miscel laneous:

%% & #] #7 p * Teaching Self-Evaluation

£13#7% % (Innovative Teaching)
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|:| i 2% Flipped Classroom I:l B3kF* Moocs

4 € 7 = (Social Responsibility)

I:l #4491 Community Practice I:l A% £ 1% Industy-Academia Cooperation

5 & (¥(Transdisciplinary Projects)

|:| 7 %% Transdisciplinary Teaching |:| B % %% Inter-collegiate Teaching

I:l ¥ fF £ 3 Courses Co-taught with Industry Practitioners
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Grading & Assessments Supplemental instructions
If you miss more than three classes, your semester grade will be no more than C-, depending upon your
severity of truancy. If you are late for the class for more than 30 minutes, please do not enter the
class room. Without taking either midterm or final exam will result in failing this class. Any leave
of absence should be filed through the University system with proper document(s) attached.

FAIFE337 (30 FF 35 FEP 5P)
Textbook & Other References (Title, Author, Publisher, Agents, Remarks, etc.)
Risk management and financial institutions, John C. Hull, 5th edition.
Outside class readings: In addition to the required textbook, followings news sources will reinforce
the material covered in class and expose you to many facets of the business world. Here are a few to
read outside class: Wall Street Journal, New York Times, Financial Times, Business Week, Fortune,
Money, and Forbes.
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Teaching Aids & Teacher’ s Website(Including online teaching information.
Personal website can be listed here.)

H @4 L3P (Supplemental instructions)




