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PART A: COURSE-SPECIFIC INFORMATION 

1. STAFF CONTACT DETAILS 
 
 

Position Name Email 
Availability; 
times and 
location 

Phone 

Lecturer-in-
Charge 

Associate Professor 
John Evans 

john.evans@unsw.edu.au 
By appointment 
Quad 2058 9385 8790 

Lecturer 
Amandha 
Ganegoda 

 amandha@unsw.edu.au 
By appointment 
Quad 2074 

 

 
 
The Lecturer in Charge is responsible for administrative matters. The course lecturer is 
responsible for the lectures and assessment. Guest lecturers will also present on specific 
topics.  
 

2. COURSE DETAILS 

2.1. Teaching Times and Locations 

The course will use a mixed flexible delivery approach with class lectures, class discussion, 
guest presenters and student presentations. Lectures will be held at the Kensington campus 
at times and in lecture rooms as shown in myUNSW. Regular use will be made of 
Blackboard to support discussion of course topics during the course. 
 

2.2. Units of Credit 

The course is 6 UOC 
 

2.3. Summary of Course  

This course covers the motivations and techniques for risk and capital management for 
financial institutions, and the major types of risks encountered. The course will consider the 
characteristics and management of market risk, credit risk, interest rate risk, and insurance 
and operational risks as well as liquidity and model risks. The course will review 
quantification issues, including modeling dependence and extreme event risks. 
 

2.4. Course Aims and Relationship to Other Courses 

This course is one of the core courses in the Graduate Diploma of Actuarial Theory & 
Practice, and together with ACTL5301 covers the course requirements for the CERA 
qualification. Please note that accreditation for these courses to meet the requirements for 
the ST9 courses of the Actuaries Institute has been applied for and is in progress.  
 
The aims of this course are to provide students with an understanding of: 

1. The purpose of an enterprise risk management program. 
2. The measurement and management of the major risks encountered in a financial 

institution. 
3. The concepts of economic capital and risk adjusted performance measures. 
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4. The issues related to measuring dependent and extreme risks. 
 
 

2.5. Student Learning Outcomes 

At the end of this course students should have further developed their: 
1. Understanding of the main types of risks encountered by financial institutions [LO1] 
2. Understanding of the key practical issues in implementing a risk and capital 

management strategy. [LO2] 
3. Communication, presentation and discussion skills for explaining risk and capital 

management concepts. [LO3] 
4. Ability to undertake research and concisely report on their findings. [LO4] 

 
 
ASB Graduate Attributes 
The Australian School of Business has as the following core graduate attributes that are 
developed throughout a program of study: 
 

ASB Graduate Attributes 

1. Critical thinking and problem solving 

2. Communication 

3. Teamwork and leadership 

4. Social, ethical and global perspectives 

5. In-depth engagement with relevant disciplinary 
knowledge 

6. Professional skills 

 
 
In this course, the attributes that are developed and assessed are critical thinking and 
problem solving (LO1, 2, 3 and 4), communication (LO3 and LO4), appreciation of global 
and social issues (LO1 and LO2), in depth engagement of disciplinary knowledge (LO1 and 
LO2) and professional skills (LO1, 2, 3 and 4). These attributes are developed primarily 
through interactive class discussions, individual presentations, and assessed by class 
participation and ability to concisely answer assessment tasks. 
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3. LEARNING AND TEACHING ACTIVITIES 

3.1. Approach to Learning and Teaching in the Course 

The primary learning approach used in this course is “guided self-learning”. This approach is 
used as this is expected to allow students the best opportunity to learn and retain the course 
material through self-learning, assisted by discussions to develop the main concepts. Guided 
self-learning is expected to provide a greater depth of understanding of the concepts 
compared to traditional lecture styles and facilitate a higher level of understanding of the 
issues so that students can apply their knowledge to new situations encountered in the 
financial sector. Guided self-learning also equips students for lifelong learning through 
providing the framework for self-learning. 
 

3.2. Learning Activities and Teaching Strategies 

The teaching strategy is primarily guided self-learning, which involves: 
 Interactive lectures by the lecturer or industry practitioners 
 Students preparing for a lecture by reading relevant material, and identifying issues 

they are uncertain about for discussion in the class. 
 In class discussion highlighting the main points that need to be understood, 

accompanied by discussion points where the class is expected to contribute and to 
provide feedback to the lecturer demonstrating that the topics have been understood. 

 Presentations where the student is expected to research a topic and then develop a 
short presentation for their peers, accompanied by discussions by the class. 

 
Overall the strategy revolves around highlighting the main issues that need to be 
understood, accompanied by extensive discussion to provide feedback that the issues were 
understood and to correct misunderstandings. 
 
 

4. ASSESSMENT 

4.1. Formal Requirements 

In order to pass this course, you must: 
 Achieve a composite mark of at least 50%; and 
 Make a satisfactory attempt at all assessment tasks  
 Attend at least 80% of all course sessions including guest lectures 

 
 
At this time the mark required for exemption from the Actuaries Institute ST9 course has not 
been determined. 
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4.2. Assessment Details 

The summary table below provides an overview of the assessment tasks, due dates and 
relative weighting: 
 

Assessment 
Task 

Weighting 
Learning 
Outcomes 
assessed 

ASB 
Graduate 
Attributes 
assessed 

Date 

Mid Session 
Assessment 

20% LO 1, 2, 3 GA 1, 2, 5, 6 
Wednesday 
22-Aug 

Individual 
Presentation  

10% LO 1, 2, 3, 4 
GA 1, 2, 4, 5, 
6 

As advised 
on Course 
Web site 

Exam 70% LO 1, 2, 3 
GA 1, 2, 4, 5, 
6 

According to 
UNSW Exam 
schedule 

TOTAL 100%    

 
Whilst feedback will be provided to students after their in session assessment and 
presentations have been completed, students should note that the final assessment can 
involve scaling of overall marks to adjust for varying difficulty across years and to adjust for 
variations in marking standards of different examiners. 
 
 

4.2.1. Presentation 
The individual presentation counts 10% towards final assessment. You will be assigned a 
topic that you need to research and present to your peers. This exercise is aimed at 
developing your research skill, critical thinking skill and communication skill. 
 
Your individual presentation is due as scheduled on Blackboard 9, but students may agree 
between themselves to swap presentations provided both students involved notify the 
lecturer at least 1 week before the first presentation is due. The topics to which you will be 
assigned are shown in this Course Outline. 
 
Grading will take into account: 

 Has the topic been adequately covered? (ie have you addressed the topic?) 
 Thought given to how best to answer the topic (ie how can I best communicate with 

other students?) 
 Flow of the answer (ie do the ideas flow properly?) 
 Originality of ideas (ie has the student thought through the issues or just regurgitated 

the class discussion/notes/textbook?)  
 Professionalism and confidence in delivery (enthusiasm, eye contact) 
 Professionalism, clarity and quality of presentation material (clear slides, not too 

detailed). 
 
Presentations must include power point slides and a copy made available to the Lecturer to 
put onto Blackboard in the week following the presentation. Presentations must not exceed 
10 minutes duration, and 1 mark will be deducted for each minute the presentation goes 
over 10 minutes. 
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4.2.2. Mid Session & Final Exam 
There will be an exam held during the class in week 6. The exam will be for 1 hour and will 
count for 20% of the overall assessment for this course. The Assessment will consist of 
several case studies with assessment of risks encountered, their measurement and 
management. Answers should highlight the key issues and use bullet point format where 
appropriate. Marks will be awarded for addressing the questions including the risks and the 
common management techniques, with marks also given for clarity and conciseness in 
answering. 
 
 

 
Quality Assurance 
The ASB is actively monitoring student learning and quality of the student 
experience in all its programs. A random selection of completed assessment 
tasks may be used for quality assurance, such as to determine the extent to 
which program learning goals are being achieved. The information is 
required for accreditation purposes, and aggregated findings will be used to 
inform changes aimed at improving the quality of ASB programs. All material 
used for such processes will be treated as confidential and will not be related 
to course grades 

 
 

5. COURSE RESOURCES 
The reference text for this course is: 
 
Risk Management & Financial Institutions, 2nd Edition by John Hull, Pearson International 
Edition, 2010. 
 
The Course website for this course will contain the Course Outline, presentations made by 
lecturers, presentations made by students, and any notices relevant to this course. It is 
important that you visit the site regularly to see any notices posted there by the Lecturer 
 

6. COURSE EVALUATION AND DEVELOPMENT 
Each year feedback is sought from students about the courses offered in the School and 
continual improvements are made based on this feedback. In this course, we will seek your 
feedback through completion of CATEI forms. Previous student feedback indicated that the 
provision of student presentations and industry guests lectures were most valuable. As a 
result of this feedback, these will be continued in the current course. 
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7. COURSE SCHEDULE 
The topics to be discussed each week, and the references in the recommended reading and 
other reading that students will be assumed to have read will be: 
 
 

Week  Date Topic Covered Reference 

1 18-Jul 
An Overview of Risk Management in Financial 

Institutions 
Hull 2nd Ed 
Chs 1 to 4  

2 25-Jul 
A Framework to Manage Financial Risk, Economic 

Capital, RAROC, Regulatory Capital  

http://papers.ssrn.com/
sol3/papers.cfm? 

abstract_id=2041834 

and Hull 2nd Ed 
Chs 11, 21 

3 1-Aug 
Financial Risk Management Tools 

Interest Rate Risk Measurement and Management 
Hull 2nd Ed 
Chs 5, 6, 7 

4 8-Aug 

Value at Risk, Market Risk Measurement and 
Management 

Student Presentations 

Hull 2nd Ed 
Chs 8, 12, 13,17 

5 15-Aug 
Guest Lecture 

Class Discussion, Student Presentations 
 

6 22-Aug Assessment  

7 29-Aug 
Quantitative Issues in Risk Management\ 

Student Presentations 

Hull 2nd Ed 
Chs 9, 10 

Mid Session Break (1-Sep to 9-Sep) - No lecture 

8 12-Sep Credit Risk Measurement and Management 
Hull 2nd Ed 

Chs 14, 15, 16 

9 19-Sep 
Guest Lecture 

Class Discussion, Student Presentations 
 

10 26-Sep 
Liquidity Risk, Insurance Risk, Model Risks and 

Management of Operational Risk 
Hull 2nd Ed 

Chs 18, 19, 20, 22 

11 3-Oct 
Guest Lecture  

Class Discussion, Student Presentations 
 

12 10-Oct Student Presentations, Review  
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8. PRESENTATION TOPICS 
Students will be allocated a topic from the list below by the Lecturer. Students are free to 
change topics with another student, but both must advise the Lecturer of the exchange at 
least 1 week in advance, before Week 4. 
 

 
Week 4 

Topic 1 Outline and discuss how you would determine economic capital for a Group 
that included a Bank, a Life Insurer and a General Insurance Company 

Topic 2 
Explain how RAROC could be used to allocate capital to different divisions in a 

bank, commenting briefly on other possible methods. 

Topic 3 
Compare and contrast the differences between regulatory and economic 

capital and illustrate how these differ for general insurers in Australia. 

Topic 4 
Outline the main features of Solvency II for insurers and provide a brief 

comparison with Basel II requirements for banks. 

Topic 5 
Outline how a corporate firm would use risk management and highlight how 

this would differ from a bank. 

Topic 6 
Explain how diversification can be used to manage risks and discuss the 

circumstances where this will be inadequate. 

 
 

Week 5 

Topic 1 
Explain why derivatives are more efficient at managing market risk as 

compared with operational risk. 

Topic 2 
Outline and discuss differences between managing market risk with option 

positions compared to futures positions? 

Topic 3 
Compare and contrast the methods used for measuring interest rate risk versus 

risks such as equity or commodity risk. 

Topic 4 
Outline and discuss how banks mitigate risk by trading derivatives and 

securitised products. 

Topic 5 
Outline and give examples of how a typical Australian bank would manage its 

market risks. 

Topic 6 
Outline and discuss the major risks from using derivatives to manage market 

risk for a life insurer. 

 
 
 
 
 
 
 



10 
 

Week 7 

Topic 1 
Outline how valuable interbank comparisons would be on their VaR results to a 

regulator trying to assess the stability of banks? 

Topic 2 
Compare and contrast the use of VaR for credit, market and operational risk 

highlighting the different timeframes and confidence levels. 

Topic 3 
Outline how would you adapt a VaR risk management approach to a general 

insurance operation and discuss how valuable it would be to the Board. 

Topic 4 
Outline the difference between VaR and Expected Shortfall and assess the 

relative value of these measures to bank management in managing their 
market risk. 

Topic 5 
Outline the extent to which portfolio diversification theory is reliant on a Normal 

distribution and explain how it can be modified to be made more realistic. 

Topic 6 
Outline and critique how Riskmetrics models interest rate risks for a portfolio of 

interest rate dependent securities. 

Topic 7 

Discuss the parametric (e.g. variance-covariance, delta-gamma etc.)  and 
nonparametric (e.g. historical simulation, weighted historical simulation etc.) 
methods of estimating VaR and the advantages and disadvantages of these 

methods.   

 
 
 

Week 9 

Topic 1 
Outline and discuss the advantages and disadvantages of the use of standard 

deviation (volatility) as a risk measure for market risk. 

Topic 2 
Explain how Riskmetrics measures risk and the assumptions underlying its 

quantification of market risk. 

Topic 3 
Outline why linear correlation is not an adequate measure of dependence when 

modelling and measuring financial risk. 

Topic 4 
Outline the concept of a copula and explain how this would be useful for a non-

life insurer in modelling its enterprise risk. 

Topic 5 
Discuss the extent to which a copula model would improve risk measurement 

for portfolios of equity and interest rate risks. 

Topic 6 
Outline and discuss how dependence impacts risk measurement a portfolio of 

credit risks. 
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Week 11 

Topic 1 
Outline how banks underwrite credit risks and explain how this process 

contributed to the Global Credit crisis originating in the US. 

Topic 2 
Outline and discuss how useful ratings agency credit ratings are for CDO pools 

of credit risks as compared to corporate debt. 

Topic 3 
Outline how option pricing models are used to assess the credit default 

probability of a corporate firm and highlight any potential shortcomings of these 
models. 

Topic 4 
If a bank is going to enter a new line of business issuing loans to a class of 
customer that it has not sold to previously, how would you assess the credit 

risk for this new line? 

Topic 5 
Outline the major features of CreditMetrics highlighting shortcomings of its 

assumptions and underlying model. 

Topic 6 
Outline how Credit Risk Plus differs from Creditmetics and the extent to which 

these could be reliably used to quantify credit risk for a general insurer. 

 

 
Week 12 

Topic 1 
Outline how stress testing and scenario analysis would supplement a risk 

management process based on quantitative models. 

Topic 2 
Outline the relative importance of operational risks for a bank, general insurer, 

life insurer and superannuation fund and main differences in how these 
institutions would manage this risk. 

Topic 3 
Outline the significance of liquidity risk and its impact in the recent Global 

Financial Crisis on banks, insurers and superannuation funds. 

Topic 4 Explain what is meant by model risk and outline how this can be mitigated. 

Topic 5 
Outline the major lessons to be learnt from the recent Global Financial Crisis 

for bank risk management. 

Topic 6 
Outline the major lessons to be learnt from the recent Global Financial Crisis 

for corporate risk management. 
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9. COVERAGE OF GLOBAL CERA LEARNING OBJECTIVES 
The following table indicates GLOBAL CERA LEARNING OBJECTIVES and in which lectures these 
are covered: 
 

IAA Learning Objectives Covered in Lecture 

Section 1: Enterprise Risk Management Concept and 
Framework 

Week 1, 2 

Section 2: ERM Process (Structure of the ERM Function 
and Best Practices) 

Week 1, 2 

Section 3: Risk Categories and Identification Week 1 (and Weeks 3, 4, 
8 and 10) 

Section 4: Risk Modelling and Aggregation of Risks Week 4, 7, 8, 10 

Section 5: Risk Measures Week 4 

Section 6: Risk Management Tools and Techniques 
Weeks 1, 2, 3, 4, 7, 8 and 
10 

Section 7: Economic Capital Week 2 

 
 


