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1. STAFF CONTACT DETAILS 
 

Position Name Email 
Availability; 
times and 
location 

Phone 

Lecturer-in-
charge 

Wolfgang 
Buehler 

w.buehler@unsw.edu.au
Monday, 3 p.m. 
to 5 p.m; ASB 
336 

93854900

Lecturer/tutor Matthias Thul m.thul@unsw.edu.au ASB 304F  
 
You find my office in the ASB building, Room 336. Please use the West wing elevator, find 
the phone pad next to the glass door, hit the key # and dial my extension: 54900. I’ll come to 
open the door for you. 
 
Communication with Staff 
 
Students with questions regarding course administration or contents are encouraged to: 

 ask me during the class (or after for non-content issues) 
 contact me during the consultation hours 
 email me (for non-content issues) 
 check the course Web site 

 
 

2. COURSE DETAILS 
 
2.1 Teaching Times and Locations 
 
There is one scheduled class meeting: 
 

Mondays 9:00am to 12:00pm 
Location: Central Lecture Block 1 E19-G02 
 

There is no parallel teaching in this course. 
 
2.2 Units of Credit 
 
This course has 6 units of credits 
 
2.3 Summary of Course  
 
This course deals with the huge market of bonds and interest rate derivatives. The analysis of 
Fixed Income Securities is both easier and more difficult than the investigation of stocks. It is 
easier as usually more is known about future cash flows, and as it uses typically only three 
valuation principles: (1) cash flow representation of the security, (2) replication of the future 
cash flows by known instruments, (3) no-arbitrage. It is more difficult as fixed income 
instruments typically change their risk level as they become older. 
The course consists of three major blocks: the first deals with the analysis of those bonds and 
interest rate derivatives for which the knowledge of the current term–structure of interest rates 
is sufficient. The second block shows how stochastic and dynamic term–structures of interest 
rates can be described in an arbitrage–free way. The third block considers options on fixed 
income securities and credit risk.  
 
2.4 Course Aims and Relationship to Other Courses 
 
The goal of this course is to provide a rigorous introduction into bond markets and interest rate 
derivatives. Topics covered include cash flows of different bond types, the term-structure of 
interest rates, sensitivity measures for interest rate risk, arbitrage-free dynamics of the term-
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structure, valuation of indexed bonds, interest rate derivatives that allow for a static replication 
(Forwards, FRAs, Interest Rate Swaps), interest rate options and structured products.  
This course is a third year finance elective course. It has FINS2624 (Portfolio Management as 
a prerequisite. Some of the topics discussed in FINS3635 (Options, Futures, and Risk 
Management) may benefit students taking FINS3636, but FINS3635 is not a prerequisite. We 
have attempted to keep overlap between the two courses to a minimum. As a result, you can 
take either course independently of the other, in either order. Students interested in 
quantitative topics may particularly appreciate FINS3635, FINS3636, FINS3640, FINS3641, 
and FINS3642. 
 
2.5 Student Learning Outcomes 

Upon completion, students are expected to 

 
1. know the most important bond market segments and the terms of individual bonds  
    traded in markets, 

2. understand the most important interest rate derivatives, 

3. being able to value these instruments,  

4. know how to use them to manage interest rate risk, and 

5. actively participate in discussions on problems in the fixed income area. 

 
More information on the ASB Graduate Attributes and how they align with the UNSW Graduate 
Attributes (2010) is available on the ASB Graduate Attributes webpage 
http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/
Pages/default.aspx 
 

  

ASB Graduate Attributes 

The course “Interest Rate Risk Management" 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.  

Learning Outcomes 2, 3 and 4 aim to enhance your capacity for critical thinking and problem 
solving as described in point 3.1(Graduate Attribute 1); Learning Outcome 1 and 2 aims to  
support your willingness  for an in-depth engagement with relevant disciplinary knowledge by 
understanding the relationship between institutional facts and  methods (Graduate Attribute 5). 

 

Learning 
Outcomes 

ASB Graduate Attributes 

2, 3, 4 1. Critical thinking and problem solving 

1,2 2. In-depth engagement with relevant disciplinary knowledge 

5 3. Professional skills 

 
 
3. LEARNING AND TEACHING ACTIVITIES 
 
3.1 Approach to Learning and Teaching in the Course 

 
My teaching philosophy is based on the following principles: 
 engaging student in learning 
 contextualising the different topics of the course 
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 getting hands on experience 
 critical reflection on the basics of models 
 understanding the limits of the different approaches 
 being able to solve similar problems (transfer) 

      From these principles follows that I expect students to attend every class and tutorial. 
 
3.2 Learning Activities Teaching Strategies 

 
This course consists of weekly three-hour lectures including a tutorial at the end of the lectures. 
The Power Point lecture notes will be made available through BLACKBOARD for downloads. In 
addition the students should study the recommended textbook chapters for clarification, 
deepening, and extending their knowledge before attending each lecture. To help understand 
the issues of the lectures, simple and more involved problems are provided and should be 
solved by students before they will be presented by students in class. 
The design of the course presupposes that students are interested in the topics and will 
endeavour to learn the material presented. Lectures, in-class problem solving, and consultation 
with the lecturer are all provided to facilitate learning, however, ultimately, the time and effort 
each student devotes to the course will determine how much he or she learns from it. 
 
 
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 is based on two examinations and the participation in presenting and/or discussing 
problems as follows: 
 
                                   Mid-Session Examination      30% 
                                   Final Examination                  60% 
                                   Participation                           10% 
:  
 
The mid-session examination will be held in week 6 at a date and a location to be announced 
on Blackboard. It will last for 2 hours.  (The final examination will last for three hours.) The 
exam covers the topics presented in class, the tutorial and the relevant textbook chapters. It will 
be comprised of questions and problems which can be solved numerically. The questions will 
be of the type: The following statement “.......” is always true; only true if.....; wrong because 
....... 
The examination is also closed book. No programmable calculators are allowed. 
If applicable, students should notify their employers of the requirement to attend exams. Failure 
to show up at the exam does not automatically lead to reassessment. The exams are not 
learning tools and will not be returned to students. If you have questions about your 
performance on the mid-session, see the lecturer during consultation hours. 
 
TO PREPARE FOR EXAMINATIONS: 
 

1. Work in groups. I will distribute solutions only for some of the problems. Discuss your 
solutions with the other members of your group. 

2. Read the assigned chapter(s) and, especially, the lecture notes before the lecture.  
    Then you will be able to determine the topics on which the lecture will focus, and you  
     will be prepared to ask well specified questions. 
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3.  Attend the lectures and participate in the discussions. 
4. Take notes in class, particularly about anything that you weren’t sure about from the 

text. 
5. Solve the problems BEFORE the lecture in which they are discussed. 
6. Ask questions about anything you find confusing. 

 
NOTICE that this highly effective method of preparing for exams must be started in the 
first week. You cannot begin to prepare for exams on the weekend before they occur. 

 
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 only 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.asb.unsw.edu.au/learningandteaching/studentservices/resources/Pages/referencing
andplagiarism.aspx as well as the guidelines in the online ELISE Plus tutorial 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:  
http://www.asb.unsw.edu.au/learningandteaching/Documents/Harvardreferenceguide.pdf 
 
Plagiarism is the presentation of the thoughts or work of another as one’s own.*  Examples 
include:  
 direct duplication of the thoughts or work of another, including by copying work, or 

knowingly permitting it to be copied.  This includes copying material, ideas or concepts 
from a book, article, report or other written document (whether published or 
unpublished), composition, artwork, design, drawing, circuitry, computer program or 
software, web site, Internet, other electronic resource, or another person’s assignment 
without appropriate acknowledgement; 

 paraphrasing another person’s work with very minor changes keeping the meaning, 
form and/or progression of ideas of the original; 

 piecing together sections of the work of others into a new whole; 
 presenting an assessment item as independent work when it has been produced in 

whole or part in collusion with other people, for example, another student or a tutor; 
and, 

 claiming credit for a proportion a work contributed to a group assessment item that is 
greater than that actually contributed.†  

 
Submitting an assessment item that has already been submitted for academic credit 
elsewhere may also be considered plagiarism. 
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The inclusion of the thoughts or work of another with attribution appropriate to the 
academic discipline does not amount to plagiarism. 
 
Students are reminded of their Rights and Responsibilities in respect of plagiarism, as set 
out in the University Undergraduate and Postgraduate Handbooks, and are encouraged to 
seek advice from academic staff whenever necessary to ensure they avoid plagiarism in all 
its forms. 
 
The Learning Centre website is the central University online resource for staff and student 
information on plagiarism and academic honesty.  It can be located at: 
 
www.lc.unsw.edu.au/plagiarism 
 
The Learning Centre also provides substantial educational written materials, workshops, 
and tutorials to aid students, for example, in: 
 
 correct referencing practices; 
 paraphrasing, summarising, essay writing, and time management; 
 appropriate use of, and attribution for, a range of materials including text, images, 

formulae and concepts. 
 
Individual assistance is available on request from The Learning Centre. 
 
Students are also reminded that careful time management is an important part of study 
and one of the identified causes of plagiarism is poor time management.  Students should 
allow sufficient time for research, drafting, and the proper referencing of sources in 
preparing all assessment items. 
 
* Based on that proposed to the University of Newcastle by the St James Ethics Centre.  Used with kind 
permission from the University of Newcastle 
† Adapted with kind permission from the University of Melbourne. 

 
 
 

6. COURSE RESOURCES 
 
Lecture Notes 
Copies of the Lecture notes will be made available before the beginning of the course on 
Blackboard which can be assessed at 
https://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp 
 
Reference Books 

Sundaresan, S. (2009), Fixed Income Markets and their Derivatives, 3rd  Edition, 
Southwestern.  
 
NOTE: Reading of individual chapters of this book is important to get a full   

      picture of the material. Some institutional details can be skipped if not   
discussed in the lecture. 
 
Hull, J. C. (2009), Options, Futures, and other derivative, 7th Edition, Prentice Hall 
 
NOTE: This book is a standard reference. It is also used in other courses on 
derivatives. Copies are available in the library. 
 

Other Readings (Optional) 
Ho, T. S. Y. (1990) Strategic Fixed Income Investment, Dow Jones-Irwin 
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Tuckman, B. (1995) Fixed Income securities, John Wiley & Sons 
 
NOTE: Both books presents a good survey on the methods applied in fixed income 
analysis. They are not difficult to read. 
 

      Questa, G.S.(1999), Fixed income Analysis for the Global Financial Market, John 
Wiley & Sons 

 
NOTE: This is a book that covers in a balanced way theoretical and institutional topics. 
A little bit more advanced than Ho and Tuckman. 
 

Library link:  http//info.library.unsw.edu.au/web/services/services.html 
 
 
7. COURSE EVALUATION AND DEVELOPMENT 
 
The course has gained from comments of students over a long period. As a result the contents 
are cut down to the essentials. Still continuous feedback is sought from students during the 
semester. In addition UNSW’s Course and teaching Evaluation and Improvement Process 
(http:www.ltu.unsw.edu.au/content/course_prog_support/catei.cfm? 
ss=0) is one of the ways in which student feedback is gathered. 
 
Information and policies on these topics can be found in the ‘A-Z Student Guide’: 
https://my.unsw.edu.au/student/atoz/ABC.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. 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 
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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. You should also try to solve all problem sets 
BEFORE they are presented in class. 
 
 
8.3  Special Consideration and Supplementary Examinations 
 
You must 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. 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. 
 

Information for ASB Undergraduate 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 will be determined by the lecturer in charge in each assessment item 
specified in the Course Outline and require 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 date for ASB supplementary exams for 
session 1, 2011 is: 

    13 July 2011 – exams for the School of Banking and Finance.  
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 
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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/supplementaryexamprocedures.
pdf. 
 
Special consideration and assessments other than the Final exam with a weight of at 
least 20% will be handled like for the Final. 
 
 
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: 
 ASB Education Development Unit  (EDU) (www.business.unsw.edu.au/edu) 

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  
http://www.asb.unsw.edu.au/currentstudents/resources/studentfeedback/Pages/default.asp
x 
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 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: Technical support for problems logging in to websites, 
downloading documents etc. UNSW Library Annexe (Ground floor);  Ph: 9385 1333. 
 Website: https://www.it.unsw.edu.au/students/index.html 

 UNSW Counselling and Psychological Service  (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:  Level 2, Quadrangle 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   

 
 
10. COURSE SCHEDULE 
 
 
Week Date Topic Readings
1 28 February Bond Markets and Fixed Income 

Securities Ch.1 in Sundaresan 

2 7 March Price and Yield Conventions Ch.2 in Sundaresan 
 

3 
 

14  March Term - Structure of Interest 
Rates 

Ch.8 in Sundaresan 
 

4 21 March Forwards and Futures
 

Ch. 14, 15 17 8 in 
Sundaresan or Ch.6 in 
Hull 

5 28 March Swaps, FRAs and Repos Ch. 16 and 8 in 
Sundaresan or Ch.7 in 
Hull 

6 4 April Bond Price Sensitivity
Dynamics of the Term – 
Structure I 

Ch. 7 , Ch. 9.1 and 9.2 in 
Sundaresan 

 End of the 
week from 
6 April to 9 
April 
 

 

MID-SESSION EXAMINATION
        Time 2 hours 
         Venue: To be announced 
Syllabus: materials covered in 
lectures 1-6 
You are allowed to bring a scientific 
or financial calculator, writing and 
drawing instruments.  
No programmable calculators 
will be allowed.  
Please switch off your mobile 
phones and the beeping function of 
your digital watches.

7 11 April Dynamics of the Term – Struc-
ture II and Calibration 

Dynamics of Term 
Structure models II 

 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 
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8 18 April Options Pricing: European and 
American Type  

Ch. 11 in Hull 

 25 April Public Holiday

9 2  May Options on Bonds, Caps, Floors, 
Swaptions I 
 

Ch. 28 in Hull 

10 9 May Options on Bonds, Caps, Floors, 
Swaptions II 

Ch. 28 in Hull 

11 16 May Modelling Credit Risk and 
Corporate Securities 

Ch. 10 in Sundaresan 

12 23 May Structured Credit Products and 
Securitisation 

Ch. 19 in Sundaresan 

13 30 May Value at Risk Ch. 20 in Hull 
 


