Financial Risk Management
Wuhan University of Technology
May-June, 2016
Professor Yu Ping – May Classes 
Professor Reitano – June Classes
June 13, 15, 17, and 21: 2:00 - 5:30pm
June 23, 25, and 27: 8:00 - 11:30am
Location: TBD


Professor: Yu Ping  
Profile:http://econ.whut.edu.cn/szdw/jsdw/201005/t20100517_5670.htm
Website:http://econ.whut.edu.cn/

Professor: Robert R. Reitano				
Profile: https://www.brandeis.edu/global/faculty/facultyguide/person.html?emplid=7c3bef7f82ab3d7e617ecc39c24c5ee9acc3e753
Website: www.robertrreitano.com 


Textbook: 
John C. Hull, Risk Management and Financial Institutions, 4th ed. (Wiley; 2015). 
ISBN: 978-1-118-95594-9

Reading (Optional):
Robert R. Reitano, “Non-Parallel Yield Curve Shifts and Durational Leverage,” 
Journal of Portfolio Management, Summer, 1990 (Posted on Website). 


Course Description:
The goal of Financial Risk Management is to introduce students to many of the approaches used by financial institutions - banks, insurance companies, pension plans, mutual funds and hedge funds - to model, quantify and manage risk. This course covers financial risks (equity, commodity, interest rate and credit), as well as operational, liquidity and model risk, and an introduction to the Basel regulatory framework for banks. Some topics will be more extensively developed in class than others.  

Students who have taken a course in financial derivatives will have more preparation for some of the quantitative material in this course, while those who have taken risk management will have more exposure to the applications of financial derivatives. The plan for this course is to cover these topics fairly thoroughly and not rely heavily on previous coursework in these areas.

All students are expected to be familiar with the basic tools and concepts from calculus and statistics, and basic interest rate discounting and pricing of fixed income instruments using a yield curve, though these ideas will be briefly reviewed when introduced depending on class preparedness.

It is expected that students will read assigned materials in advance of class lectures.

Learning Goals:
· To understand the business models of banks, insurance companies, pension plans, mutual funds and hedge funds, and how these businesses create natural exposures to various risks.
· To develop a deeper understanding of the metrics used to measure various risk exposures, as well as establish hedging strategies using financial derivatives. 
· To learn a variety of quantitative risk modeling techniques used to both evaluate exposures as well as measure the effectiveness of hedging strategies.
· Introduction to the bank regulatory framework of the Basel Accords.

Class Lectures:  
Each class is scheduled for 3.5 hours, which will be structured as two sessions of 1 hour 40 minutes each, with a 10 minute break.

Each session will be a mix of lecture, discussion, and problem solving, so calculators (or computers) are needed. Some problems will be from the book or similar, and some will be based on mini-cases.

Examinations:  
There will be 1 midterm examination (1 hour, 20 minutes) on June 21 (first half of class). The midterm will be closed-book, but an index-sized formula card will be allowed. 

Homework:  
Advance readings will be assigned every class; students are expected to be familiar with these readings before the associated lecture.  The goal of this reading assignment is to gain a sense of the scope of the material to be discussed so that students can focus on the more difficult materials in class. Homework in the form of problems and mini-cases will also be assigned every class, with some due the following class to be graded, while others will have solutions at the end of the text and are assigned for student practice.  The goal of all these exercises will be to illuminate the material developed in class through numerical examples and to help students keep pace with the lectures.  

Homework may be discussed in student groups at a general level, but each student is expected to submit their own work, and on time. 

Grading Method:
The final numerical average for each student will be the larger value derived from two calculations:

				Mid-term:     50% 			 		 	
				Homework:   50%			







Course Plan:

NOTE: Some Practice and Assignment exercises will be solved in class.

Pre-Course Classes by Professor Yu Ping:
May 4: Chapters 2
Homework: Practice – 2.3, 2.4, 2.6, 2.8, 2.12
		        Assignment – 2.15

May 18: Chapters 3, 4
[bookmark: _GoBack]Homework: Practice –3.5, 3.6, 4.3, 4.12
		        Assignment –3.16, 4.17

June Classes by Professor Reitano:
June 13: Chapter 5
   Homework: 	Practice – 5.5, 5.6, 5.9, 5.15, 5.15, 5.18, 5.20
			Assignment – 5.29, 5.30, 5.31	  

June 15: Chapter 8
   Homework: 	Practice – 8.1, 8.2, 8.3, 8.9
			Assignment – 8.15, 8.17, 8.18

June 17: Chapter 9
   Homework: 	Practice – 9.1, 9.7, 9.8, 9.9, 9.11, 9.12, 
			Assignment – 9.16, 9.17, 9.19, 9.20


June 21: Midterm (chapters 2, 3, 4, 5, 8, 9), Chapter 10 (to page 220)
   Homework: 	Practice – 10.2, 10.5, 10.6, 10.9, 10.11 
			Assignment – 10.18, 10.19, 10.22 


June 23: Midterm Review, Chapter 12 (sections 12.1-12.4), 13 (13.1-13.5), 14 (14.1-14.2, 14.4, 14.6)
   Homework: 	Practice – 12.6, 13.3, 13.8, 13.9, 14.1, 14.4, 14.8
			Assignment – 12.16, 13.12, 13.17, 14.16, 14.40


June 25: Chapter 15
   Homework: 	Practice – 15.3, 15.4, 15.6, 15.7, 15.17
			Assignment – 15.20, 15.21, 15.22


June 27: Chapter 19 (sections 19.1-19.7), 26
   Homework: 	Practice – 19.4, 19.5, 19.14, 19.19, 26.5, 26.6, 26.7
			Assignment – 19.23, 26.10, 26.11 
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