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1 STAFF CONTACT DETAILS 

Position Name Email Room Phone 

Lecturer in 
Charge 

Associate 
Professor Anthony 
Asher  

a.asher@unsw.edu.au 
Business 
School 650 

9385 7619 

Lecturer for 
weeks 7,9,11 & 

12 
Mr Alan Ng alan.ng@colonialfirststate.com.au  9118 7887 

Consultation times: By appointment or Monday and Wednesdays between 16.30 and 
17.30, but may be amended by notices on Moodle, which is where all details in respect 
of the courses can be found. Written queries should be made in the discussion forums 
on Moodle so that all students can see the responses. There will be no response to 
subject related questions on private emails. 

There will be guest lecturers, with significant experience in financial institutions, to 
provide background knowledge on the operation of particular markets and regulations. 

2 COURSE DETAILS 

2.1 Teaching Times and Locations 

Lectures start in Week 1 and go through to Week 12, except for the mid-session exam 
in week 5. The Time and Location are: Monday, 6-9 pm – UNSW Business School 232. 
There will be shorter tutorial in week 13. 

The mid-session exam will take place 6.15 – 7.15 on Monday 21 August in the same 
room as the lecture. 

Attendance will be recorded, and counts towards meeting the requirements to pass the 
course.  

2.2 Units of Credit 

The course is worth 6 units of credit. 

This course is offered as an elective for students enrolled in the Master of Actuarial 
Studies as well as for students completing Masters, PhD and honours research 
programs in the actuarial studies program. It is an elective in the Master of Risk 
Management. 

2.3 Summary of Course  

This course covers the organisational structure, motivations and techniques for risk and 
capital management in financial institutions – with an emphasis on holistic enterprise 
risk management. The course emphasises students’ ability to make professional 
judgements. 

mailto:a.asher@unsw.edu.au
mailto:alan.ng@colonialfirststate.com.au
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2.4 Course Aims and Relationship to Other Courses 

The aims of this course are to provide you with the knowledge and skills to practice as 
an expert in the field of risk management and – together with ACTL5301 and meeting 
the Institute's requirements for using the designation 'actuary' – to use the designation in 
Australia of “Chartered Enterprise Risk Actuary” (CERA). 

This course aims develop an in-depth understanding of the key concepts in the following 
areas: 

1. Enterprise Risk Management Concept and Framework, 
2. ERM Process - Structure of the ERM Function and Best Practices, 
3. Risk Categories and Identification, 
4. Economic Capital. 

These topics cover the learning objectives of professional CERA qualification – in 
conjunction with ACTL5301 Models for Risk Management. ACTL5301 covers in greater 
depth: Risk Modelling and Aggregation of Risks; Risk Measures and Risk Management 
Tools and Techniques.  

Students who obtain an average of 75% or more for these two courses will be 
recommended for exemption from the CERA examinations. The Actuaries Institute has 
taken into consideration students obtain exposure to practical problems through the 
guest lectures. Attendance at these is therefore important. 

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 to: 

1. Demonstrate an understanding of the theory and practice of enterprise risk 
management and the ERM process. 

2. Demonstrate knowledge of current developments in risk and capital 
management. 

3. Review and analyse more advanced risk and capital management concepts. 
4. Demonstrate presentation and discussion skills for risk and capital 

management concepts. 

The Learning Outcomes in this course also help you to achieve some of the overall 
Program Learning Goals and Outcomes for postgraduate coursework students in the 
Business School. 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’).  

For more information on Program Learning Goals and Outcomes, see the School’s 
Course Outlines Policies webpage available at 
https://www.business.unsw.edu.au/degrees-courses/course-outlines/policies  
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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 class discussions and other activities): 

Program Learning Goals 
and Outcomes 

Course Learning Outcomes Course Assessment 
Item 

This course helps you to 
achieve the following 

learning goals that are set  
for all Business School 

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 and 2 
• Mid-Session Test 

• Exam 

2 
Critical thinking and 
problem solving 

Learning Outcomes 3 and 4 
• Mid-Session Test 

• Exam 

3a 
Written 
communication 

Present written work logically and 
professionally. 

• Mid-Session Test 

• Exam  

• Re-written 
answers 

3b Oral communication 
Communicate ideas in a succinct and 

clear manner. 
• Presentation  

4 Teamwork 
Work collaboratively to complete a 

task. 

• Not specifically 
assessed in this 
course. 

5a. 

Ethical, 
environmental and 
sustainability 
responsibility 

Identify and assess ethical, 
environmental and sustainability 

considerations in an actuarial context. 

• Mid-Session Test 

• Exam 

5b. 
Social and cultural 
awareness 

Identify and assess ethical, social and 
cultural considerations in an actuarial 

context. 

• Mid-Session Test 

• Exam. 

 

3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 

Students are encouraged to become deep learners. As a deep learner, you would have 
taken responsibility for your own learning, and have chosen to become interested in the 
subject for its own sake rather than merely to pass the exams. You will be developing 
your own personal opinions on the subject, and will go on learning and thinking 
throughout life. Students may find it helpful to use the Biggs study process 
questionnaire on Moodle to understand the extent to which you are a deep learner. 

Readings, discussions and guest lectures will expose students to different opinions and 
you will be expected to develop your own views on the difficult and sometimes 
controversial questions that you might have to address in practice. In many cases, 
there are no right answers.  
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This could be described as a guided self-learning approach, and is expected to provide 
a greater depth of understanding of the concepts compared to lectures that only involve 
lecturers talking. The ultimate aim is for you to see yourself as a member of the 
actuarial (or related) profession and be able to your their knowledge to new situations 
encountered in the financial sector and risk ma.  

3.2 Learning Activities and Teaching Strategies 

The strategy for the course involves: 

• Students prepare for a lecture by reading relevant material, and identifying 
issues they are uncertain of for discussion in the class. Students will be 
allocated one or more concepts in most weeks that they will be required to 
comment upon in class discussions. 

• In most weeks, there will be no formal lecture from the lecturer-in-charge. The 
lecturer will contribute to class discussions to assist in highlighting the 
implications, and potential misunderstanding, of key concepts. Students are 
expected to contribute and to provide feedback to the lecturer that the topics 
have been understood. 

• Formal presentations where the student is expected to research a topic and 
then develop a short presentation for their peers, followed by a response from 
another student and discussion by the class. This also allows for further 
feedback, and discussion of the broader context of the issue addressed by the 
presentation. 

• Re-written answers of the midsession examination to give more detailed 
feedback on critical thinking and written communication.  

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 and class discussions 
will cover the main concepts and issues and will not necessarily cover all the details of 
the course readings or texts. 

Your private study is the most important component of this course. Weekly readings, 
reviewing key concepts, 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. 

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). 
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4.2 Assessment Details 

Assessment Task Weighting Length Due Date 

Mid-Session Exam 15% 1 hour Week 5 

Re-written answers 5% 500 words Weeks 7 to 10 

Class participation 10%   

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 so that the overall course mark 
reflects standards that are as consistent as possible from year to year. In addition, in this 
course, results will be reviewed by an external examiner from the Institute of Actuaries 
of Australia.  

Mid-Session and final examination 

The exam content is reviewed by a representative of the Actuaries Institute. The 
representative also reviews the answer papers of the final examination.  

The exams are intended to test your knowledge of the material covered as well as your 
ability to concisely express yourself. You will be expected to be able to apply material 
learned to different situations.  

Normal examination rules apply to the conduct of mid-term exams. UNSW approved 
calculators will be allowed in the mid-term and final examination. It is the student’s 
responsibility to be familiar with the rules governing the conduct of examinations. 

Class participation 

Students should talk for no more than two minutes on the topic or slide that they have 
been allocated – to give time for questions and comments. 

Marks will be allocated marks for: 

• Preparation – indication that you have looked at the topic(s) and read 

references (or found some yourself), and thought about the issue (leading to a 

mark of at least 50% to 75%). 

• Insight – Demonstration of enthusiasm about the new learning you have gained, 

and how it could be applied; or why you disagree with the opinions expressed; 

or raising issues of interest or difficulty; or connections with other courses or 

areas of this course. (Leading to a mark of 80% to 100%) . 

Marks will not be deducted marks for a first absence; but will be deducted 
proportionately thereafter. 
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Rewrite 

Model answers are not provided for questions in the course in order to emphasise 
students’ responsibility for developing their own, critical, thinking. In order also to 
develop your writing skills and better understand the requirements of the course, 
students are to choose one question from the mid-semester examination and prepare a 
model answer of less than 500 words to be submitted by the end of week 7. The 
answer is to indicate (by tick marks) each mark that you think would be obtained. This 
is to be reviewed by another student (not the person who reviews yours), and 
submitted in a word document to the Lecturer-in-Charge. Peer reviewers will be 
expected to reply within 3 working days and look for spelling and grammatical errors, 
and lack of clarity in the re-written answers.  

You will be given feedback on their result on the word document, and asked to re-write 
as many times as necessary to develop a “model answer”. The re-writes will also need 
to be reviewed by the same person, with the same time frame. Your changes each time 
need to be shown in “track changes” in Word. Full marks will be given for acceptable 
answers completed by the end of week 10, but marks will be deducted for inadequate 
attempts, or failure to adequately review your team member’s submission. 

4.3 Special Consideration, Late Submission and Penalties 

For information on Special Consideration please refer to the Business School’s Course 
Outlines Policies webpage. 

Special consideration and assessments other than the Final Exam in 

undergraduate and postgraduate courses:  

For courses offered by the School of Risk and Actuarial Studies, the weight of the 
assessment items for which special consideration is granted is re-allocated to the Final 
Exam. Alternatively, in exceptional cases and only for assessment items with a 
submission deadline, a delayed deadline may be granted. This may be no more than 5 
business days after the initial deadline, and must be before feedback is provided to 
students.  

Special consideration does not entitle students to a supplementary opportunity to 
complete the assessment item.  

Late submission of assessment items 

When an assessment item had to be submitted by a pre-specified submission date and 
time and was submitted late, the School of Risk and Actuarial Studies will apply the 
following policy. 

A penalty of 25% of the mark the student would otherwise have obtained, for each full 
(or part) day of lateness (e.g., 0 day 1 minute = 25% penalty, 2 days 21 hours = 75% 
penalty). Students who are late must submit their assessment item to the LIC via e-
mail. The LIC will then upload documents to the relevant submission boxes. The date 
and time of reception of the e-mail determines the submission time for the purposes of 
calculating the penalty. 

https://www.business.unsw.edu.au/degrees-courses/course-outlines/policies
https://www.business.unsw.edu.au/degrees-courses/course-outlines/policies
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4.4 Protocol for viewing final exam scripts 

The UNSW Business School has set a protocol under which students may view their final 
exam script. Please check the protocol here. 

Individual Schools within the Faculty may set up a local process providing it is in keeping 
with the Faculty protocol. The School of Risk and Actuarial Studies implements the 
abovementioned faculty guidelines in the following way: 

1. There will be only one viewing. 
2. Students must register (that is, lodge a request to view their final exam script) to 

rasadmin@unsw.edu.au after results are released, but no later than COB on 
Wednesday 6 December 2017. 

3. The viewing will take place on Monday 11 December 2017, at a time and location to 
be announced to registered students by COB on Friday 8 December 2017. Student 
MUST remain available for the WHOLE of 11 December 2017 until the time of their 
viewing is communicated. 

Note that students must make a separate, subsequent appointment with the LIC, should 
they wish to lodge a formal application for re-assessment.  

5 COURSE RESOURCES 

The textbook for this course is: 

• Paul Sweeting, Financial Enterprise Risk Management, International Series On 
Actuarial Science, Cambridge University Press, 2011. (Note material in Chapters 
9 to 13 is covered in ACTL5301 Models for Risk Management) 

Other required reading: 

• Kelliher, P. O. J., Wilmot, D., Vij, J., & Klumpes, P. J. M. (2013). A common risk 
classification system for the Actuarial Profession. British Actuarial Journal, 
18(01), 91-121. 

• Stiglitz, J. E., & Gallegati, M. (2011). Heterogeneous interacting agent models 
for understanding monetary economies. Eastern Economic Journal, 37(1), 6-12. 

• Society of Actuaries (2006), Enterprise Risk Management Specialty Guide 

• Society of Actuaries (2004), Specialty Guide on Economic Capital 

• APRA Prudential Standards (as notified) 

• Quality Assurance 

The UNSW Business School 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 Business School programs. All material used for such processes 
will be treated as confidential. 

 

https://www.business.unsw.edu.au/students/resources/student-centre/student-resources/policies-and-guidelines/protocol-for-viewing-final-exam-scripts
mailto:rasadmin@unsw.edu.au
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References and useful texts: 

• Sim Segal, Corporate Value of Enterprise Risk Management: The Next Step in 
Business Management, Wiley, 2011. 

• Neil A Doherty, Integrated Risk Management, McGraw Hill, 2000. 

• Douglas W. Hubbard, The Failure of Risk Management: Why It's Broken and How 
to Fix It, Wiley, 2009. 

• http://www.hubbardresearch.com/downloads/the-failure-risk-management-
downloads/ 

• Culp, C. L, The Risk Management Process, Wiley, 2001. 

• Robert J. Chapman, Simple Tools and Techniques for Enterprise Risk 
Management (The Wiley Finance Series), 2006 

Additional articles will be used to provide practical insights to course topics. Links will 
be provided on the course website. These include: 

• COSO Enterprise Risk Management – Integrated Framework: Executive 
Summary  

• COSO Enterprise Risk Management – Understanding and Communicating Risk 
Appetite 

The Course website site for this course will contain the Course Outline, presentations 
made by lecturers and 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-in-Charge 
– and are able to regularly read the emails sent by Moodle. 

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 
structured the coverage of the course topics to more closely align with the CERA 
requirements. 
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7 COURSE SCHEDULE 

Lecture Schedule – guest lectures will be added 

LECTURE SCHEDULE 

Week beginning Topic Reference and Assessment  

Week 1 
24 July  

Enterprise Risk Management 
Concept, Framework, Cases 

Sweeting Chapters 19 and 20 
COSO ERM – Integrated 
Framework: Executive Summary 

Week 2 
31 July 

Risk management strategy 
and motivation 

Sweeting Chapter 1 
APRA CPS 220 
Jensen and Meckling (1976) 
(Overview – not detail) 

Week 3 
7 August 

Risk Management Governance 
& Environment 

Sweeting Chapters 2 to 5 
APRA CPS 510 and 520, APS 310  
 

Week 4 
14 August  

Risk Categories and 
Identification 

Sweeting Chapters 7 and 8 
Kelliher et al 
Segal Chapter 4 

Week 5 
21 August  

Mid-Session Exam 

Week 6 
28 August 

Risk Management Process 
Sweeting Chapters 6 
Segal Chapter 3 

Week 7  
4 September 

Risk Assessment 
[Alan Ng] 

Sweeting Chapter 15 
COSO ERM – Understanding and 
Communicating Risk Appetite 

Week 8 
11 September  

Regulation  LAGIC and ICAAP readings 

Week 9 
18 September 

Responses to Risk 
[Alan Ng] 

Sweeting Chapter 16 and 17 

Mid-Semester break: 24 September – 3 October 

Week 10 
2 October  

Monday is holiday 
Quantifying Risks 
(Brief Review of Risk Models 
Key Concepts) 

Sweeting Chapter 14 
Stiglitz & Gallegati  (2011) 
Haldane1 
 (Review Sweeting Chapters 9 to 
13) 

Week 11 
9 October 

Assessing Economic Capital 
[Alan Ng] 

Sweeting Chapter 18 
Segal Chapter 7 

Week 12 
16 October 

Using Economic Capital 
[Alan Ng] 

Specialty Guide on Economic 
Capital  

Week 13 
23 October 

Revision   

  

                                                

1 http://voxeu.org/article/what-have-economists-ever-done-us 
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8 CERA TREATY2 MAPPING 

LEARNING OBJECTIVES WITH EXPECTED LEVEL OF LEARNING  

Global Enterprise Risk Management Designation Recognition Treaty 

Each person awarded the designation must have been examined on a substantial 
majority of the learning objectives to the level indicated. Over a rolling three year period, 
all learning objectives should be included in examinations to the level indicated. 

The level of learning is Bloom’s Taxonomy. The revised version is set out below: 

BLOOM’S REVISED TAXONOMY 

1 Remembering. Recalling information. Recognizing, listing, describing, retrieving, 
naming, finding 

2 Understanding. Explaining ideas or concepts. Interpreting, summarising, paraphrasing, 
classifying.  

3 Applying. Using information in another familiar situation. Implementing, carrying out, 
using, executing. 

4 Analysing. Breaking information into parts to explore understandings and relationships. 
Comparing, organizing, deconstructing, interrogating, finding 

5 Evaluating or justifying a decision or course of action. Checking, hypothesising, 
critiquing, experimenting, judging 

6 Creating new ideas, products, or ways of viewing things. Designing, constructing, 
planning, producing, inventing. 
 
 

Section 1: Enterprise Risk Management Concept and 
Framework 

Covered in week: 

(a) Describe* the concept of ERM, the drivers behind it and the 
resulting value to organizations. (2-3) 1 

(b) Explain* the principal terms in ERM. (2-3) 

(c) Analyse* an appropriate framework for an organization’s 
enterprise risk management and an acceptable governance 
structure. (4-5) 

2, 3 & 10 

(d) Evaluate* an organization’s risk management culture 
including: risk consciousness, accountabilities, discipline, 
collaboration, incentive compensation, and communication. (4-
5) 

3 

(e) Demonstrate* an understanding of governance issues 
including market conduct, audit, and legal risk. (3-4) 

(f) Demonstrate* an understanding of risk frameworks in 
regulatory and other environments (e.g. Basel II, Solvency II, 
Sarbanes-Oxley, COSO, Aus/NZ 4360, ISO 31000) and their 
underlying principles. (3-4) 

1 & 10 

(g) Demonstrate* an understanding of the perspectives of 
regulators, rating agencies, stock analysts, and company 

 3 &10 

                                                

2 http://www.ceraglobal.org/sites/default/files/Final_Treaty.pdf 
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stakeholders and how they evaluate the risks and the risk 
management of an organization. (3-4) 

(h) Propose how an ERM process can create value for an 
organization through better assessment of the organization’s 
risk profile, possible reduction in economic capital, 
improvement in rating, etc. (5) 

1, 2 & 12 

(i) Relate* the risk and return trade-offs that result from changes 
in the organization’s risk profile. (3-4) 

9 

  

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

 

(j) Demonstrate* how to articulate an organization’s risk 
appetite, quantified risk tolerances, risk philosophy and risk 
objectives. (3-4) 

6 (k) Demonstrate* how to articulate a desired risk profile and 
appropriate risk filters. (3-4) 

(l) Assess the overall corporate risk exposure arising from 
financial and non-financial risks. (6) 

(m) Compare the relevance of risk measurement and 
management to various stakeholders including customers, 
regulators, government, company directors, professional 
advisors, shareholders and the general public. (4) 

9 & 10 

(n) Demonstrate* an understanding of contagion and how it 
affects different stakeholders. (3-4) 

(o) Evaluate* the elements of a successful risk management 
function and a structure for an organization’s risk management 
function. (4-5) 

3 

(p) Determine* how financial and other risks and opportunities 
influence the selection of strategy and how ERM can be 
appropriately embedded in an entity’s strategic planning. (4-5) 

6 

(q) Demonstrate the application of a risk control process such 
as the Risk Management Control Cycle or other similar 
approach. (3) 

7 

(r) Propose* ERM solutions or strategies to address real (case 
study) and hypothetical situations. (5-6) 

Throughout 

  

Section 3: Risk Categories and Identification  

(s) Explain what is meant by risk and uncertainty. (2) 1 

(t) Describe different definitions and concepts of risk. (2) 

4 

(u) Discuss* risk taxonomy. (2-3) 

(v) Investigate and interpret* financial and non-financial risks 
faced by an entity, including but not limited to: currency risk, 
credit risk, spread risk, liquidity risk, interest rate risk, equity 
risk, hazard/insurance risk, pricing risk, reserving risk, other 
product risk, operational risk, project risk and strategic risk. (3-
4) 

  

Section 4: Risk Modelling and Aggregation of Risks 

ACTL5301 
(w) Demonstrate* how each of the financial and non-financial 
risks faced by an entity can be amenable to quantitative 
analysis. (3-4) 
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(x) Demonstrate* enterprise-wide risk aggregation techniques 
incorporating the use of correlation. (3-4) 

(y) Evaluate and select* appropriate copulas as part of the 
process of modelling multivariate risks. (4-5) 

(z) Demonstrate* the use of scenario analysis and stress 
testing in the risk measurement process. (3-4) 

(aa) Examine the use of extreme value theory to help model 
risks. (4) 

(bb) Demonstrate* the importance of the tails of distributions, 
tail correlations, and low frequency / high severity events. (3-4) 

(cc) Demonstrate* an understanding of model and parameter 
risk. (3-4) 

(dd) Evaluate and select* appropriate models to handle diverse 
risks, including the stochastic approach. (4-5) 

ACTL5301 

 

Section 5: Risk Measures 

(ee) Apply* risk metrics to quantify major types of risk exposure 
and tolerances in the context of an integrated risk management 
process. (3-4) 

(ff) Demonstrate* the properties of risk measures (e.g. VaR and 
TVaR) and their limitations. (3-4) 

(gg) Analyse* quantitative financial and insurance data using 
modern statistical methods (including asset prices, credit 
spreads and defaults, interest rates, incidents, causes and 
losses). (4-5) 

(hh) Evaluate* best practices in risk measurement, modelling, 
and management of various financial and non-financial risks 
faced by an entity. (4-5) 

(ii) Analyse* credit risk as related to fixed income securities. (4-
5) 

 

Section 6: Risk Management Tools and Techniques 

(jj) Relate* the rationale for managing risk and the selection of 
the appropriate degree of hedging of risk. (3-4) 

(kk) Demonstrate* risk optimization and the impact on an 
organization’s value of an ERM strategy. (3-4) 

(ll) Demonstrate means for transferring risk to a third party, and 
estimate the costs and benefits of doing so. (3) 

(mm) Demonstrate* means for reducing risk without 
transferring it. (3-4) 

(nn) Demonstrate* how derivatives, synthetic securities, and 
financial contracting may be used to reduce risk or to assign it 
to the party most able to bear it. (3-4) 

(oo) Determine* an appropriate choice of hedging strategy for 
a given situation (e.g., reinsurance, derivatives, financial 
contracting), which balances benefits with inherent costs, 
including exposure to credit risk, basis risk, moral hazard, and 
other risks. (4-5) 

(pp) Demonstrate* an understanding of the practicalities of 
market risk hedging, including dynamic hedging. (3-4) 

(qq) Define credit risk as related to derivatives; define credit risk 
as related to reinsurance ceded; define counter-party risk and 



 

13 

ACTL5302 Risk and Capital Management 

demonstrate* the use of comprehensive due diligence and 
aggregate counter-party exposure limits. (3-4) 

(rr) Apply* funding and portfolio management strategies to 
control equity and interest rate risk, including key rate risks. 
Explain the concepts of immunization including modern 
refinements and practical limitations. (3-4) 

(ss) Analyse* application of ALM principles to the establishment 
of investment policy and strategy including asset allocation. (4-
5) 

(tt) Identify and interpret* other key risks (e.g. operational, 
strategic, legal, and insurance risks) and uncertainty and 
demonstrate possible mitigation strategies. (3-4) 

 

Section 7: Economic Capital  

(uu) Interpret* the concept of economic measures of value 
(e.g., EVA, embedded value, economic capital) and 
demonstrate their uses in corporate decision-making 
processes. (3-4) 

11 (vv) Apply* risk measures and demonstrate* how to use them 
in economic capital assessment. (3-4) 

(ww) Propose* techniques of allocating/appropriating the “cost” 
of risk/capital/hedge strategy to business units in order to 
gauge performance (e.g. returns on marginal capital). (5-6) 

(xx) Develop* an economic capital model for a representative 
financial firm. (5-6) 
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