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1. STAFF CONTACT DETAILS 
 
Lecturer: Dr Thuy Duong To 
Email: td.to@unsw.edu.au 
Location: ASB, Room 359B (East wing, please use the lift next to the Bookshop) 
Consultation time:  Friday 2-4pm.  
 
 
2. COURSE DETAILS 
 
2.1 Teaching Times and Locations 
Time: Tuesday 2-5pm 
Location: Macauley Theatre (Quad 1027) 
 
2.2 Units of Credit 
This course has 6 units of credit and 3 contact hours per week.  
 
2.3 Summary of Course  
This course focuses on credit risk analysis and lending. We will discuss the newest view of 
credit function and credit culture, and the resulting lending objectives and cultures. We will look 
at lending as an activity for the best use of a financial institution’s scarce resources - capital. 
The economics of capital, especially risk capital, will be studied in details. Each component for 
the good management of credit risk and capital are then assessed and quantified through 
various different techniques, namely credit scoring, contingent claim, credit migration, actuarial 
and reduced formed approaches. Portfolio management and credit risk mitigation techniques 
are also discussed. 
 
2.4 Course Aims and Relationship to Other Courses 
Lending is a major function performed by financial institutions. It involves many different types 
of risk, among which the most important one is credit risk. Though the essential elements of 
credit risk are still unchanged, financial institutions and investors are facing credit risk in many 
different ways, much more sophisticated than one can ever imagine. New tools and techniques 
are developed and applied in an exponential growth rate. This rapid development makes it hard 
for even sophisticated investors, such as financial institutions, to properly understand and 
manage the credit risk involved in their transaction, which in turn can cause severe 
consequences like those we have observed during the global financial crisis. The course 
therefore aims to provide students with an overview of the issue and an understanding of the 
most modern techniques to measure and manage credit risk.  As a result, both lending practice 
and capital are better managed, more profitable, resulting in long term growth and stability of 
the financial institutions. 
 
The course aims to equip students with  

• An appreciation for credit risk, the credit function and credit culture; 
• Increased knowledge in the significance of capital, especially risk capital, the market 

and the regulatory environment; 
• Ability to apply the most advanced and industry-sponsored approaches to credit risk 

measurement, as well as credit risk mitigation methods; 
• Ability to implement theory with data in Excel spreadsheet; 
• Enhanced analytical skills, as well as communication and group-work skills. 

 
The prerequisite for this course is FINS2624 (Portfolio Management). The 
prerequisite course will equip students with a good understanding of the concept of 
time value of money and modern portfolio theory, and therefore ability to valuate 
asset prices. Good understanding of basic algebra and some familiarity with Excel 
is needed. When the course is completed, students should have confidence and 
ability to work with Excel efficiently for modelling, analysing data and providing 

mailto:td.to@unsw.edu.au�
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practical solutions to business problems. The knowledge in this course is essential for anyone 
working in banking and risk management. This knowledge is also helpful for individual investors 
in everyday situations, as what have been shown in the subprime mortgage crisis experienced 
in the U.S. recently. 
 
2.5 Student Learning Outcomes 
 
On successful completion of this course you should be able to 

1. Explain the nature of credit risk and modern portfolio approach to measuring and 
managing credit risk;  

2. Appreciate the importance of capital adequacy, capital attribution and allocation, and 
the regulatory requirements; 

3. Discuss the features of retail credit risk management; 
4. Explain company funding strategies, debt structure, insolvency regimes, debt 

restructuring as well as the process of credit rating; 
5. Measure commercial credit risk using major industry-sponsored approaches; 
6. Examine the construction and uses of different credit mitigation techniques and 

instruments; 
7. Use Excel proficiently to solve financial problems related to credit risk management;  
8. Write concise and relevant reports to managers and other stakeholders; 
9. Work effectively with others in a team. 

ASB Graduate Attributes 
This course contributes to your development of the following Australian School of Business 
Graduate Attributes, which are the qualities, skills and understandings we want you to have by 
the completion of your degree.  

 

Course 
Learning 
Outcomes 

ASB Graduate Attributes 

1-6 1. Critical thinking and problem solving 

8-9 2. Communication 

8-9  3. Teamwork and leadership 

2 4. Social, ethical and global perspectives 

1-8 5. In-depth engagement with relevant disciplinary knowledge 

8, 9 6. Professional skills 

More information on the ASB Graduate Attributes and how they align with the UNSW Graduate 
Attributes (2010) is available on the ASB website (Learning and Teaching >Graduate 
Attributes). 

 
3. LEARNING AND TEACHING ACTIVITIES 
 
3.1 Approach to Learning and Teaching in the Course 
In FINS3634 we take an active learning strategy. Students will take the central role in gathering 
and analysing information, under the guidance of the lecturer. Students are expected to do their 
reading before class, and use question at the end of textbook chapters to test their 
understanding. A large part of the course is quantitative in nature, which reflects the skills 
required to work in today banking and other financial services, and especially risk management 
environments. It is essential that students attempt the questions provided by the lecturer, and 
actively participate in the discussion of prescribed questions. Students should raise questions 
promptly when further explanation is necessary.  

http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/Pages/default.aspx�
http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/Pages/default.aspx�
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3.2  Learning Activities and Teaching Strategies 
The 3 hours of lectures each week will complement the compulsory text and other 
readings for the course by (1) outlining the main issues relevant to the topic, (2) reinforcing 
the analytical material in the required readings, and (3) introducing relevant material not 
adequately covered in the text. 
 
The lectures incorporate discussion/ exercise time aimed to assist students in problem 
solving, clarifying lecture materials, and facilitating discussions on topics covered. 
Students will be given the lecture notes and discussion questioned before the lecture so 
that they have a good overview of what will be covered. 
 
Industry speakers will be sought (subject to availability) to come and speak to the class. 
This is to enhance students understanding on how the industry has applied the theory and 
techniques studied in this course into their every day work. It also helps student to think 
about current issues in the market place, about different working environment and their 
career paths. 
 
 
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 
 
Summary 

Assessment 
Task 

Weight Learning 
Outcomes 
assessed 

ASB Graduate 
Attributes 
assessed 

Length Due Date 

1. Report 1 10% 4, 8, 9 1- 6 1-2 pages Week 4 

2. Report 2 10% 3, 4, 5 1-6 1-2 pages Week 7 

3. Report 3 10% 5, 7 1-6 1-2 pages Week 9 

4. Report 4 10% 2, 8, 9 1-6 1-2 pages Week “13”  

5. Final exam  60% 1-8 1, 5, 6 3 hours UNSW exam period 
 
 
 
 
Reports 1-4                        Weight:  10% each 
 
Reports should be done in groups consisting of 3-4 students. This aims to develop 
and then test students’ ability to communicate and work in a team, and ability to 
write professional report. Please note that no individual report will be accepted and 
there will only be one group mark, so please choose group members wisely and take 
early actions to prevent free-rider problem. 
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There are 4 different reports covering different topics and skills.  
 
The first type of report is based on the speech/lecture delivered by industry 
speakers. This is to test students’ ability to follow professional presentation, to 
grasp the significance of issues discussed and to be able to analyze information.  
 
The second type of report will require students to do independent research on 
certain market issues. The task will test students’ ability to follow market 
development, to gather, synthesize and analyze information.  
 
The third type of report will require students to solve a problem using the 
knowledge and skills learnt from the course. This task aims to test students 
understanding of the course materials and ability to apply them to real-life 
situations. 
 
More details on the report requirements will be posted on Blackboard once details 
of the industry speech are confirmed to the lecturer. 
 
 
 
Final Exam           Weight 60% 
 
Date: The final exam is centrally administered and will be scheduled 

during the university examination period.   Details will be available 
later in the semester. 

Duration: 3 hours plus 10 minutes reading time 
Calculators: Calculators will not be provided. Students are required to provide 

their own “approved” calculator. Details of the new UNSW policy can 
be found at  
https://my.unsw.edu.au/student/academiclife/assessment/examinations/Calculat
or.html 

 
Final exam will cover all materials in the course. There will be 2 sections, Section A 
contains multiple choice questions and Section B contains short answer questions. 
Questions will cover both theoretical and calculation problems.  
 
The final course grades will be given in accordance with UNSW guidelines: 
 
HD  High Distinction 85-100% An outstanding performance 
DN Distinction 75 – 84 A superior, well above average performance 
CR Credit 65-74 A good, above average performance 
PS Pass 50-64 An acceptable level of performance 
FL Fail  0-49 Unsatisfactory performance 
 
 
4.3 Assignment Submission Procedure  
 
There will be an assignment box provided. All of the assignment boxes are at the back of the 
ASB building, near the main entrance to the West Wing. Students should drop their assignment 
in the box before the due date and time.  

 

https://my.unsw.edu.au/student/academiclife/assessment/examinations/Calculator.html�
https://my.unsw.edu.au/student/academiclife/assessment/examinations/Calculator.html�
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4.4 Late Submission 
 
Late assignment submission will attract a penalty of 10/100 marks for each calendar day.  
 
If there are any exceptional circumstances, students should contact the lecturer-in-charge as 
soon as possible. 
 
 
Important note: 
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. ACADEMIC HONESTY AND PLAGIARISM 
 
The University regards plagiarism as a form of academic misconduct, and has very strict rules 
regarding plagiarism. For UNSW policies, penalties, and information to help you avoid 
plagiarism see: http://www.lc.unsw.edu.au/plagiarism/index.html as well as the guidelines in the 
online ELISE and ELISE Plus tutorials for all new UNSW students: 
http://info.library.unsw.edu.au/skills/tutorials/InfoSkills/index.htm. 
 

To see if you understand plagiarism, do this short quiz: 
http://www.lc.unsw.edu.au/plagiarism/plagquiz.html 

For information on how to acknowledge your sources and reference correctly, see: 
http://www.lc.unsw.edu.au/onlib/ref.html 

For the ASB Harvard Referencing Guide, see the ASB Referencing and Plagiarism webpage 
(ASB >Learning and Teaching>Student services>Referencing and plagiarism)   
 
6. COURSE RESOURCES 
 
The textbook for this course is 

J. Colquitt (2007), “Credit risk management: How to avoid lending disasters and 
maximize earnings”, McGraw-Hill. 

 
It should be noted that this subject area is relatively new. So far I have not been able to find any 
book that is written specifically as a textbook (ie. with chapter summary, exercises etc). 
Reference books fall into 2 categories, either written with rigorous maths, very in-depth, for 
academics and practitioners working in the field; or being too simple and therefore does not 
provide sufficient coverage of the subject matter.  
 
The book that I choose to be the textbook is not an ideal one, but given the circumstances, it is 
a compromising decision. The coverage is mainly for the qualitative component of the course. 
Some parts are a bit hard to follow (the author does not use the simplest language possible). 
The coverage for the quantitative part of the course is not as detailed, therefore lecture notes for 
the quantitative component will be more comprehensive than that for the qualitative component. 
 
I will provide supplementary reading on Blackboard, subject to copyright constraint.  
 
The following reference books are very useful 

1. Crouhy, M., D. Galai and R. Mark (2001), “Risk Management”, McGraw-Hill.  

http://www.lc.unsw.edu.au/plagiarism/index.html�
http://info.library.unsw.edu.au/skills/tutorials/InfoSkills/index.htm�
http://www.lc.unsw.edu.au/plagiarism/plagquiz.html�
http://www.lc.unsw.edu.au/onlib/ref.html�
http://www.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/referencingandplagiarism.aspx�
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2. M. Ong (2005), “Internal Credit Risk Models”, Risk Books. 
3. Ganguin, B. and J. Bilardello (2005), “Fundamentals of Corporate Credit Analysis”, 

McGraw-Hill 
4. Rose, P. and S. Hudgins (2010), “Bank Management and Financial Services”, 8th 

edition, McGraw-Hill. 
  
Resources available in Blackboard include 

- Lecture notes 
- Exercises and solutions 
- Additional learning resources provided by the lecturer (eg. Excel files) 
- Additional reading materials  
- Important notices, discussion board 
- Assessment results (except final exam results which by University rules are 

communicated directly to students through official University channel). 
 
 
7. 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 CATEI evaluations. Previous student feedback indicated more exercises and 
Excel are desirable. As a result of this feedback, I have written my own set of exercises and 
solutions for practice (as the textbook does not provide any), and add into the course content a 
week of Excel lab. I hope you will find them useful. 
 
 
8. STUDENT RESPONSIBILITIES AND CONDUCT 
 
Students are expected to be familiar with and adhere to university policies in relation to class 
attendance and general conduct and behaviour, including maintaining a safe, respectful 
environment; and to understand their obligations in relation to workload, assessment and 
keeping informed.  
 
Information and policies on these topics can be found in the ‘A-Z Student Guide’: 
https://my.unsw.edu.au/student/atoz/A.html. See, especially, information on ‘Attendance and 
Absence’, ‘Academic Misconduct’, ‘Assessment Information’, ‘Examinations’, ‘Special 
Consideration’, ‘Student Responsibilities’, ‘Workload’ and policies such as ‘Occupational Health 
and Safety’. 
 
8.1  Workload 
 
It is expected that you will spend at least ten hours per week studying this course. This time 
should be made up of reading, research, working on exercises and problems, and attending 
classes. In periods where you need to complete assignments or prepare for examinations, the 
workload may be greater. 

Over-commitment has been a cause of failure for many students. You should take the required 
workload into account when planning how to balance study with employment and other 
activities.  
 
8.2  Attendance 
 
Your regular and punctual attendance at lectures and seminars is expected in this course. 
University regulations indicate that if students attend less than eighty per cent of scheduled 
classes they may be refused final assessment.  
 
 
8.3  Special Consideration and Supplementary Examinations 

https://my.unsw.edu.au/student/atoz/A.html�
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You must submit all assignments and attend all examinations scheduled for your course. You 
should seek assistance early if you suffer illness or misadventure which affects your course 
progress.  
 
General Information on Special Consideration: 

1. For assessments worth 20% or more, all applications for special consideration must 
go through UNSW Student Central 
(https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html) and 
be lodged within 3 working days of the assessment to which it refers; 

2. Applications will not be accepted by teaching staff, but you should notify the 
lecture-in-charge when you make an application for special consideration through 
UNSW Student Central; 

3. Applying for special consideration does not automatically mean that you will be 
granted a supplementary exam; 

4. Special consideration requests do not allow lecturers-in-charge to award students 
additional marks. 

 
The following ASB-specific information should be included for undergraduate 
courses ONLY.  Please insert your School-specific information where indicated 
by the red font. Note: There is currently no common ASB policy/procedure for 
PG courses:   
 
ASB Policy on requests for Special Consideration for Final Exams: 
The policy of the School of Banking and Finance is that the lecturer-in-charge will need to be 
satisfied on each of the following before supporting a request for special consideration: 

1. Does the medical certificate contain all relevant information? For a medical certificate 
to be accepted, the degree of illness, and impact on the student, must be stated by 
the medical practitioner (severe, moderate, mild). A certificate without this will not be 
valid. 

2. Has the student performed satisfactorily in the other assessment items? Satisfactory 
performance would require at least 40% in each assessment item specified in the 
Course Outline and meeting the obligation to have attended 80% of tutorials. 

3. Does the student have a history of previous applications for special consideration? A 
history of previous applications may preclude a student from being granted special 
consideration. 

 
Special Consideration and the Final Exam: 
Applications for special consideration in relation to the final exam are considered by an ASB 
Faculty panel to which lecturers-in-charge provide their recommendations for each request. If 
the Faculty panel grants a special consideration request, this will entitle the student to sit a 
supplementary examination. No other form of consideration will be granted. The following 
procedures will apply: 

1. Supplementary exams will be scheduled centrally and will be held approximately two 
weeks after the formal examination period. The dates for ASB supplementary exams 
for session 1, 2011 are: 

12 July 2011 – exams for the School of Accounting 
13 July 2011 – exams for all Schools other than Accounting and Economics 
14 July 2011 – exams for the School of Economics 

https://my.unsw.edu.au/student/academiclife/StudentCentralKensington.html�
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If a student lodges a special consideration for the final exam, they are stating they 
will be available on the above dates. Supplementary exams will not be held at any 
other time. 

2. Where a student is granted a supplementary examination as a result of a request for 
special consideration, the student’s original exam (if completed) will be ignored and 
only the mark achieved in the supplementary examination will count towards the final 
grade. Failure to attend the supplementary exam will not entitle the student to have 
the original exam paper marked and may result in a zero mark for the final exam. 

 
If you are too ill to perform reasonably on the final exam, do not attend the final and apply for a 
supplementary instead. However granting of a supplementary exam in such cases is not 
automatic. If a student attends the regular final, s/he is unlikely to be granted a supplementary 
exam. 
 
The ASB’s Special Consideration and Supplementary Examination Policy and Procedures for 
Final Exams for Undergraduate Courses is available at: 
http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamp
rocedures.pdf. 

 
 

Special consideration and assessments other than the Final exam: 
(Insert your School’s/course procedure for special considerations in assessments other than for 
final exams, e.g. mid-session exams, projects) 
 
 
8.4  General Conduct and Behaviour 
 
You are expected to conduct yourself with consideration and respect for the needs of your 
fellow students and teaching staff.  Conduct which unduly disrupts or interferes with a class, 
such as ringing or talking on mobile phones, is not acceptable and students may be asked to 
leave the class. More information on student conduct is available at: 
https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html 
 
 
8.5  Occupational Health and Safety  
 
UNSW Policy requires each person to work safely and responsibly, in order to avoid personal 
injury and to protect the safety of others. For more information, see 
http://www.ohs.unsw.edu.au/. 
 
 
8.6  Keeping Informed 
 
You should take note of all announcements made in lectures, tutorials or on the course web 
site.  From time to time, the University will send important announcements to your university e-
mail address without providing you with a paper copy.  You will be deemed to have received 
this information. It is also your responsibility to keep the University informed of all changes to 
your contact details. 
 
 
9. ADDITIONAL STUDENT RESOURCES AND SUPPORT  
 
The University and the ASB provide a wide range of support services for students, including: 

http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamprocedures.pdf�
http://www.asb.unsw.edu.au/currentstudents/resources/forms/Documents/supplementaryexamprocedures.pdf�
https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html�
https://my.unsw.edu.au/student/atoz/BehaviourOfStudents.html�
http://www.ohs.unsw.edu.au/�


[Fins3634 – Credit Analysis and Lending]   9 

• ASB Education Development Unit  (EDU) 
http://www.asb.unsw.edu.au/learningandteaching/studentservices/Pages/default.aspx  
Academic writing, study skills and maths support specifically for ASB students. Services 
include workshops, online and printed resources, and individual consultations. EDU Office: 
Room GO7, Ground Floor, ASB Building (opposite Student Centre); Ph: 9385 5584; Email: 
edu@unsw.edu.au  

• Capturing the Student Voice:  An ASB website enabling students to comment on any 
aspect of their learning experience in the ASB. To find out more, go to the Current 
Students/Resources/Student Feedback page here. 

• Blackboard eLearning Support: For online help using Blackboard, follow the links from 
 www.elearning.unsw.edu.au to UNSW Blackboard Support / Support for Students. For 
technical support, email: itservicecentre@unsw.edu.au; ph: 9385 1333 

• UNSW Learning Centre (www.lc.unsw.edu.au ) 
Academic skills support services, including workshops and resources, for all UNSW 
students.  See website for details. 

• Library training and search support services:   
http://info.library.unsw.edu.au/web/services/services.html  

• UNSW IT Service Centre: :  https://www.it.unsw.edu.au/students/index.html 
Technical support for problems logging in to websites, downloading documents etc.: UNSW 
Library Annexe (Ground floor); Ph: 9385 1333. 

• UNSW Counselling and Psychological Services  (http://www.counselling.unsw.edu.au) 
Free, confidential service for problems of a personal or academic nature; and workshops 
on study issues such as ‘Coping With Stress’ and ‘Procrastination’.  
Office:  Quadrangle Building, Level 2, East Wing ;  Ph: 9385 5418 

• Student Equity & Disabilities Unit  (http://www.studentequity.unsw.edu.au) Advice 
regarding equity and diversity issues, and support for students who have a disability or 
disadvantage that interferes with their learning.  Office: Ground Floor, John Goodsell 
Building; Ph: 9385 4734   

 
 
  

http://www.asb.unsw.edu.au/learningandteaching/studentservices/Pages/default.aspx�
mailto:edu@unsw.edu.au�
http://www.asb.unsw.edu.au/currentstudents/resources/studentfeedback/Pages/default.aspx�
http://www.asb.unsw.edu.au/currentstudents/resources/studentfeedback/Pages/default.aspx�
http://www.elearning.unsw.edu.au/�
mailto:itservicecentre@unsw.edu.au�
http://www.lc.unsw.edu.au/�
http://info.library.unsw.edu.au/web/services/services.html�
https://www.it.unsw.edu.au/students/index.html�
http://www.counselling.unsw.edu.au/�
http://www.studentequity.unsw.edu.au/�
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10. COURSE SCHEDULE 
 
 
Week Date Lecture Content/Topic Readings Other 

activities/ 
Assessment 

1 1 Mar Introduction to credit risk 
management 

Colquitt 
Chapters 1-3 

 

2 8 Mar Retail credit risk management  Check 
Blackboard 

 

3 15 Mar Company funding strategies  Colquitt 4; 
Blackboard 

 

4 22 Mar Company credit risk assessment Colquitt 5-6 Report 1 
5 29 Mar Credit risk measurement   
6 5 Apr Measurement: Contingent claim 

approach  
Colquitt 7.9; 
8.6.1 

 

7 12 Apr Measurement: Credit migration 
approach 

Colquitt 7.5; 
8.6.2 

Report 2 

8 19 Apr Excel lab Check 
Blackboard 

 

  Mid-semester break   
9 3 May Measurement: Actuarial and 

Reduced-formed approach 
Colquitt 7.10-
7.13; 8.6.3 

Report 3 

10 10 May Credit portfolio management Colquitt 8;  
11 17 May Credit risk mitigation Blackboard 

 
 

12 24 May The economics of capital Colquitt 10;  
13 31 May No class  Report 4 

 
 
This course schedule is indicative. Any changes will be informed to students via Blackboard. 
 
I hope that you find the course informative, interesting and useful to your future careers. I also 
wish you the best in your assessment tasks.  
 
Thuy Duong To. 
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