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Dear Students 
 
Welcome to ACTL4303 and ACTL5303 Asset Liability Management. 
 
For undergraduate students, this course is one of the three courses 
studied in Year 4 that count towards the Part II Professional 
actuarial qualifications of the Actuaries Institute. For postgraduate 
students, this course is offered in the Master of Actuarial Studies 
and also counts towards the Part II Professional actuarial 
qualifications of the Actuaries Institute. 
 
In this course outline, you will find the details of the course 
requirements, course aims and learning outcomes, teaching 
methods, assessment tasks, texts and readings, and lecture 
coverage. 
 
Please read it carefully and thoroughly, as it will be assumed that 
you are familiar with its contents. 
 
You should also regularly log in to the course web site. 
 
If you have any questions about the course at any time, please 
contact us. 
 
We look forward to your participation in the course. 
 
Michael Sherris and Greg Vaughan 
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PART A: COURSE-SPECIFIC INFORMATION 
 
1 STAFF CONTACT DETAILS 
 

Position Name Email 
Availability; times 

and location Phone 
Lecturer 

in Charge Michael Sherris m.sherris@unsw.edu.au Quad2062  02 9385 2333 

Lecturer Greg Vaughan  As advised on 
Course Website  

 
 
2 COURSE DETAILS 

2.1 Teaching Times and Locations 
Lectures start in Week 1 (to Week 12): The Time and Location are: Law Theatre G02 
Wednesday, 6-9pm. 
 

2.2 Units of Credit 
The course is worth 6 units of credit. 
This course is taught in parallel to both Year 4 undergraduate and postgraduate 
students. Year 4 undergraduate, 4th year Honours and final year Co-op undergraduate 
students, Master of Actuarial Studies and non-award postgraduate students are eligible 
to enrol in the course.  
 

2.3 Summary of Course  
This course covers the knowledge, skills and judgement necessary to understand 
investment and asset liability modelling with an emphasis on practical issues. It covers 
the design and monitoring of investment strategies for a range of liability profiles 
including life insurance, general insurance and superannuation funds. There is an 
emphasis on investment and asset issues of relevance for the management of 
liabilities. The course has been designed to cover the International Actuarial 
Association syllabus Investments and Asset Analysis, and the Investments and Asset-
liability Management component of the Institute of Actuaries of Australia part II 
professional syllabus. 
 
The topics covered include the economic and operating framework of Investments, 
including EMH and alternative hypotheses, the fundamental principles of investing, with 
particular emphasis on risk and return characteristics of different asset classes 
including non-traditional asset classes, the construction and management of multi 
asset class portfolios including a review of more contemporary asset/liability models, 
the characteristics of futures, options and other derivative security markets and the 
practical aspects of investment management and asset liability management. 
 

2.4 Course Aims and Relationship to Other Courses 
The course aims are 
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1. To provide students with coverage of the Institute of Actuaries of Australia part 
II professional syllabus. 

2. To provide an understanding of the main features of investors, investment 
markets, investment classes and investment theories. 

3. To develop an understanding of asset liability models, their application to asset 
allocation decisions and the investment management process. 

4. To be able to assess asset liability models along with relevant applications to 
different types of liabilities. 

 
The course builds on prior courses in the actuarial program, in particular ACTL3004 
Financial Economics for Insurance and Superannuation for undergraduate students 
and ACTL5109 Financial Economics for Insurance and Superannuation for 
postgraduate students. It is one of three UNSW courses that cover the Actuaries 
Institute Part II syllabus, with this course covering the Part IIB – Investment and Asset 
Modelling syllabus.  
 
An exemption from the Institute of Actuaries of Australia Part II course is based on 
obtaining an average of 75% in ACTL4001, ACTL4002 and ACTL4303 or ACTL5100, 
ACTL5200 and ACTL5303. 

2.5 Student Learning Outcomes  

The Course Learning Outcomes are what you should be able to DO by the end of this 
course if you participate fully in learning activities and successfully complete the 
assessment items. These are: 

1. Describe and critically discuss the characteristics and behavior of different 
Investment types under different economic conditions, understanding the 
relationship between risk and return and recognizing risk factors which include 
issuer default, counterparty failure, systemic liquidity, the collapse of 
speculative bubbles, shocks to the economic system and cyclical/structural 
changes. 

2. Demonstrate an understanding of the methods used for valuation of the 
common forms of debt, equity, property and derivative securities. In particular 
students should be aware of: 

• the valuation methods and principles 
• data requirements and sources 
• the implicit assumptions and limitations of these models 

3. Demonstrate an understanding of the application and limitations of the major 
economic and financial theories relevant to investment, and be able to critically 
evaluate these theories including: 

• the efficient market hypothesis 
• the capital asset pricing model 
• multi-factor pricing models 
• theories from behavioral finance 

4. Construct, critically evaluate and apply asset models of a stochastic nature that 
are appropriate to the management of liabilities, and be able to 

• Define appropriate investment objectives based on the liability 
profile of a fund 

• Specify appropriate investment constraints, based on the liability 
profile of a fund 

• Identify the characteristics of different types of asset models. 
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• Critically evaluate the appropriateness of an asset model for a given 
context 

• Derive consistent asset assumptions for asset models, taking into 
account historical date, prevailing industry expectations, 
contemporary investment literature, and other practical 
considerations such as tax. 

• Apply asset assumptions, and the linkages contained within asset 
models, to real world situations. 

• Describe and critically evaluate different approaches to asset 
allocation. 

The Learning Outcomes in this course also help you to achieve some of the overall 
Program Learning Goals and Outcomes for all undergraduate or postgraduate 
coursework students in the ASB. Program Learning Goals are what we want you to BE 
or HAVE by the time you successfully complete your degree (e.g. ‘be an effective team 
player’). You demonstrate this by achieving specific Program Learning Outcomes - 
what you are able to DO by the end of your degree (e.g. ‘participate collaboratively and 
responsibly in teams’).  

 
 

ASB Undergraduate Program Learning Goals and Outcomes 
 

1. Knowledge: Our graduates will have in-depth disciplinary knowledge applicable in local and 
global contexts.  
You should be able to select and apply disciplinary knowledge to business situations in a local and global 
environment. 
 
2. Critical thinking and problem solving: Our graduates will be critical thinkers and effective 
problem solvers.  
You should be able to identify and research issues in business situations, analyse the issues, and propose 
appropriate and well-justified solutions. 
 
3. Communication: Our graduates will be effective professional communicators.  
You should be able to: 

a. Prepare written documents that are clear and concise, using appropriate style   and presentation 
for the intended audience, purpose and context, and  

b. Prepare and deliver oral presentations that are clear, focused, well-structured, and delivered in a 
professional manner.    

 
4. Teamwork: Our graduates will be effective team participants.  
You should be able to participate collaboratively and responsibly in teams, and reflect on your own 
teamwork, and on the team’s processes and ability to achieve outcomes. 
 
5. Ethical, social and environmental responsibility: Our graduates will have a sound awareness of 
the ethical, social, cultural and environmental implications of business practice.  
You should be able to:  

a. Identify and assess ethical, environmental and/or sustainability considerations in business 
decision-making and practice, and  

b. Identify social and cultural implications of business situations. 
 

 
 

ASB Postgraduate Coursework Program Learning Goals and Outcomes 
 

1. Knowledge: Our graduates will have current disciplinary or interdisciplinary knowledge 
applicable in local and global contexts. 
You should be able to identify and apply current knowledge of disciplinary or interdisciplinary theory and 
professional practice to business in local and global environments. 
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2. Critical thinking and problem solving: Our graduates will have critical thinking and problem 
solving skills applicable to business and management practice or issues.  
You should be able to identify, research and analyse complex issues and problems in business and/or 
management, and propose appropriate and well-justified solutions. 
 
3. Communication: Our graduates will be effective communicators in professional contexts.  
You should be able to: 

a. Produce written documents that communicate complex disciplinary ideas and 
information effectively for the intended audience and purpose, and 

b. Produce oral presentations that communicate complex disciplinary ideas and information 
effectively for the intended audience and purpose. 

 
4. Teamwork: Our graduates will be effective team participants.  
You should be able to participate collaboratively and responsibly in teams, and reflect on your own 
teamwork, and on the team’s processes and ability to achieve outcomes. 
 
5. Ethical, social and environmental responsibility: Our graduates will have a sound awareness of 
ethical, social, cultural and environmental implications of business issues and practice.  
You should be able to:  

a. Identify and assess ethical, environmental and/or sustainability considerations in business 
decision-making and practice, and  

b. Consider social and cultural implications of business and /or management practice. 
 

6. Leadership: Our graduates will have an understanding of effective leadership. (MBA and MBT 
programs only). 
You should be able to reflect on your personal leadership experience, and on the capabilities necessary 
for leadership. 

 

For more information on the Undergraduate or Postgraduate Coursework Program 
Learning Goals and Outcomes, see Part B of the course outline.  
 
The following table shows how your Course Learning Outcomes relate to the overall 
Program Learning Goals and Outcomes, and indicates where these are assessed (they 
may also be developed in tutorials and other activities): 
 
Program Learning Goals 

and Outcomes 
Course Learning Outcomes Course Assessment 

Item 

This course helps you to 
achieve the following 
learning goals for all ASB 
undergraduate or 
postgraduate coursework 
students: 

On successful completion of the course, 
you should be able to: 

This learning outcome 
will be assessed in the 
following items: 

1 Knowledge Learning Outcomes 1 • Class Discussion 
and participation 

• Report 

• Mid-Session Test 

• Exam 

2 Critical thinking and 
problem solving 

Learning Outcomes 2 to 4 • Report 

• Mid-Session Test 

• Exam  

3a Written 
communication 

Prepare written work which is logically 
and professionally presented. 

• Report 

3b Oral communication Communicate ideas in a succinct and 
clear manner. 

• Participation in 
class discussions 
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not separately 
assessed. 

4 Teamwork  Work collaboratively to complete a task. • Report 

5a. Ethical, 
environmental and 
sustainability 
responsibility 

Identify and assess ethical, 
environmental and sustainability 
considerations in problems in an 
actuarial context. 

• Exam 

• Report 

5b. Social and cultural 
awareness 

Not specifically assessed in this course.  

 
3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 
The approach to learning and teaching is to actively engage students in the learning 
process by providing students with opportunities to develop their understanding of 
course topics and to reflect on and gain deeper understanding of the more challenging 
applications of the course material.  
 
The purpose of the lectures is to introduce and explain concepts in the student learning 
outcomes of the Course. It is expected that students come to lectures having read the 
relevant chapters in the textbook and lecture notes or PowerPoint slides. Each lecture 
will provide an overview of the topics and will focus on explaining concepts and issues 
along with applications and practical issues. The role of the lecture is also to provide 
students with an opportunity to ask questions and discuss the major aspects of the 
topic with other students.  
 
Lectures are used both to communicate knowledge to students and to provide 
opportunities for interactive teaching and learning with students encouraged to ask 
questions. Lecture will also be used to engage students with the course topics through 
interaction and discussion. Lectures are designed to ensure students have grasped the 
key concepts and aims of the course. 

3.2 Learning Activities and Teaching Strategies 
The course textbooks, lectures and assessment tasks are designed to provide a 
framework for your learning.  Every student has a different approach to learning.  How 
much time you spend on reading in preparation for lectures, completing assessment 
tasks, reviewing course objectives, deepening your understanding and preparing for 
final examinations will depend on your learning approach.  Lectures will generally cover 
the main concepts and issues and will not necessarily cover all the details of the course 
readings or texts  
 
The learning activities of this course involve three key components – the lecture, the 
assignment, and your private study. The role of the lecture is to help you understand 
the context of the topic as well as work through the difficult points. The assignment 
presents you with a practical application of course concepts. Your private study is the 
most important component of this course.  Weekly readings, solving problems, and 
your own topic summaries should be considered as a basis of a regular private study 
regime.  Keeping up to date is very important and each week builds on the prior week 
so it is important that you have your study regime organised early. 
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Discussion points for each topic will be reviewed in the following week and aim to 
enhance critical thinking and analysis skills, enhance presentation skills; and engage 
with others in the class. 
 
The report is used to give you an opportunity to apply the course concepts and to 
practice working with other students in a team environment. 
 
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 (see below). 

 

4.2 Assessment Details 
 

Assessment Task Weighting Length Due Date 

Mid-Session Exam 15% 1 hour Wed 11 September 

Report 15% 4000 words As in schedule 

Final Exam 70% 2 hours University Exam Period 

Total 100%   

 
Feedback will be provided to students after their assessments. Students should note 
that the final assessment can involve scaling of overall marks. In addition, in this 
course, results will be reviewed by an external examiner from the Institute of Actuaries 
of Australia.  
 
4.2.1 Mid-Session 
The mid-session exam is intended to test your knowledge, understanding and 
application of the course coverage as well as your ability to concisely express yourself. 
The mid-session exam is reviewed by an external examiner of the Actuaries Institute. 
 
The mid-session exam will be held from 6-7pm in the lecture on Wednesday 11 
September.  
 
There will be a shortened lecture held immediately following the mid-session exam. 
Normal examination rules apply to the conduct of mid-term exams. Calculators will be 
allowed in the mid-term and final examination but a clear indication of all of the steps 
involved in your calculations must be shown. The University will not supply calculators 
to students for use in examinations where the provision of calculators has not been 
requested by the course examiner. It is the student’s responsibility to be familiar with 
the rules governing the conduct of examinations. 
 
4.2.2 Final Exam 
The final exam is intended to test your knowledge, understanding and application of the 
course coverage as well as your ability to concisely express yourself. The final 
examination will be a two hour written paper. The final examination will be closed book. 
The final exam is reviewed by an external examiner of the Actuaries Institute, and the 
results and papers are also reviewed by the external examiner.  
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4.2.3 Report 
A group report on asset-liability modelling will be worked on and assessed throughout 
the course based on relevant components of the course. Students will be assigned to 
groups with a maximum of 4 students in each group. You will work together in 
preparing a report but will have individual components that each member of the group 
will be primarily responsible for during the session. 
 
The report will be based on an assigned type of fund and liability profile. The report will 
cover (a) the factors to be considered in determining investment objectives for the fund, 
(b) a review of the investment environment and implications for asset-liability 
management of the fund, (c) a discussion of the assets that would be suitable for 
inclusion in fund investment strategy, and (d) a proposal for a suitable asset liability 
model and key assumptions.  
 
The report will be a maximum of 1000 words for each of the 4 sections and must be 
prepared on A4 paper with a minimum font size of 11 point.  
 
Full details for the report will be provided in a separate document. 

4.3 Assignment Submission Procedure 
Assignments must be submitted through Turn-it-in on the Course website. 

4.4 Late Submission 
In order to pass the course students must complete and submit all components of 
assessment at or before the due times. Late assessment submissions may not be 
marked. It is important that students be punctual and reliable when submitting 
assessments. This is an important workplace requirement and students are 
encouraged to ensure they meet deadlines. 
 
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. 
 
5 COURSE RESOURCES 
The prescribed textbook for this course is: 
Investments. Zvi Bodie, Mohamed Ariff, Raymond da Silva Rosa, Alex Kane, and Alan 
Marcus, Australian Edition, McGraw Hill, 2007 ISBN13: 9780074716946 
 
Many concepts in this text will have been covered by students in previous courses. The 
text is used to emphasise the practical aspects of the topics in the context of the 
Course Outcomes. 
 
Required Readings (to be provided on Course web site): 
Boyle, P et al, Financial Economics with Applications to Investment Insurance and 
Pensions, North American Actuarial Foundation., Chapter 9. 
Ezra, D. (1998). Strategic Asset Allocation and Total Portfolio Returns. Asset Allocation 
in a Changing World, AIMR pp 92-100. 



 

8 
ACTL4303 and ACTL5303 Asset Liability Management 

Johnstone, D. & Britt, S. (2001). The ABCs of DFA, IAAUST, XIII General Insurance 
seminar, November Institute of Actuaries of Australia ©2008 
Mehra, R. & E. Prescott, (1985). The Equity Premium: A Puzzle, Journal of Monetary 
Economics 15, pp. 145-162. 
Perold, A., & Sharpe, W. (1988). Dynamic Strategies for Asset Allocation, Financial 
Analysts Journal, Jan – Feb pp 16-27. 
Mulvey, J. & Thorlacius, A. The Towers Perrin Global Capital Market Scenario 
Generation System. 
Ziemba, W., Mulvey, J., & Moffatt, H. (1998). Asset and Liability Management Systems 
for Long Term Investors: Discussion of the Issues, Cambridge University Press. 
 
Other reference texts are: 
Fitzherbert R (2004) Investment Principles for Actuaries, Institute of Actuaries of 
Australia 
UAM (ACC) • C Bellis, Richard Lyon, Stuart Klugman and John Shepherd,(2010), 
Understanding Actuarial Management, Institute of Actuaries of Australia & Society of 
Actuaries, Second Edition 
 
Journal articles will be used to provide additional theoretical and practical insights to 
course topics. Links will be provided on the course website. 
 
A more advanced reference that is useful for the asset liability applications in the 
course coverage is: 
Ziemba, W. T., and J. M. Mulvey (eds), Worldwide Asset and Liability Modeling, 
Cambridge University Press, 1998. (only 3 chapters) 
 
The Course website site for this course will contain the Course Outline, presentations 
made by lecturers, and any notices relevant to this course. It is important that you visit 
the site regularly to see any notices posted there by the Course Coordinator. 
 
6 COURSE EVALUATION AND DEVELOPMENT 
Each year feedback is sought from students and other stakeholders about the courses 
offered in the School and continual improvements are made based on this feedback. 
UNSW's Course and Teaching Evaluation and Improvement (CATEI) Process is an 
important way in which student evaluative feedback is gathered. In this course, we will 
seek your feedback through on-line end of semester CATEI evaluation. It is important 
that you provide your input. As a result of this feedback from previous years we have 
provided coverage of the course topics aligned with the professional syllabus 
requirements. 
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7 COURSE SCHEDULE 
Lecture Schedule 
Lectures start in Week 1 and finish in Week 12.  
 

LECTURE SCHEDULE 

Week Topic Reference and 
Assessment Due 

Week 1 
Wed 31 July 

Introduction and investment background 
Sherris and Vaughan 

Investments. Bodie et al 
Chapters 1 to 4 

Week 2 
Wed 7 August 

Risk, return and portfolio theory 
Sherris and Vaughan 

Investments. Bodie et al 
Chapters 5 to 8 

Week 3 
Wed 14 August Economic and financial theories 

Sherris and Vaughan 

Investments. Bodie et al 
Chapters 9 to 11 

Report (a) 

Week 4 
Wed 21 August Economic and financial theories 

Vaughan 

Investments. Bodie et al 
Chapters 12 to 13 

 

Week 5 
Wed 28 August Equity valuation 

Vaughan 

Investments. Bodie et al 
Chapters 17 to 19 

Report (b) 

Week 6 
Wed 4 September Fixed income securities 

Vaughan 

Investments. Bodie et al 
Chapters 14 to 16 

 

Week 7 
Wed 11 September 

Property, infrastructure, absolute return 
assets 
Sherris and Vaughan 

Mid-Session Exam 

Week 8 
Wed 18 September Futures, Options and other Derivatives 

Vaughan 

Investments. Bodie et al 
Chapters 20 to 23 

Report (c) 

Week 9 
Wed 25 September 

Investment management process, risk 
management and performance attribution 
Vaughan 

Investments. Bodie et al 
Chapters 24 to 27 

Mid-Semester break: 28 September – 7 October 

Week 10 
Wed 9 October 

Asset-Liability Models 
Vaughan 

Required Readings 

Week 11 
Wed 16 October Asset-Liability Models 

Vaughan 

Required Readings 
Report (d) due 

 

Week 12 
Wed 23 October 

Presentation and Discussion of Reports 
Review of course 
Sherris and Vaughan 

 

Week 13 
Wed 30 October 

Review of course 
Sherris and Vaughan 

 

 


