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PART A: COURSE-SPECIFIC INFORMATION 
 

1 STAFF CONTACT DETAILS 
 

Position Name Email 
Availability; 
times and 
location 

Phone 

Lecturer-in-
Charge, Master 

of Risk 
Management 

Associate 
Professor John 
Evans 

john.evans@unsw.edu.au 

By appointment. 
Quad 2054 

0414 643 658 

 
There will be guest lecturers with significant experience in the management of financial 
institutions to provide information on real world issues. 
 
 

2 COURSE DETAILS 

2.1 Teaching Times and Locations 
 
Lectures will be held at the Kensington campus at times and in lecture rooms as shown 
in myUNSW.  
 

2.2 Units of Credit 
 
The course is worth 6 units of credit. 

2.3 Summary of Course  
 
This course provides an introduction to risk management in institutions. It looks at why 
you need to manage risk, identification and management of risks, as well as current 
issues. 
 

2.4 Course Aims and Relationship to Other Courses 
 
This is an introductory course for the Masters of Risk Management and the Masters of 
Commerce (Risk Management) programs, and provides a foundation for the remaining 
courses. The course aims to increase students’ understanding of: 

 Why manage risks 
 How to manage risks 
 Identification of risks 
 Current issues in risk management 
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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.  

The Learning Outcomes in this course also help you to achieve some of the overall 
Program Learning Goals and Outcomes for all 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’).  
 
 
The ASB Postgraduate Coursework Program Learning Goals and Outcomes are: 
 
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. 
 
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. 

For more information on the 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: 
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Program Learning 
Goals and Outcomes 

Course Learning Outcomes Course Assessment 
Item 

This course helps you to 
achieve the following 
learning goals for all 
ASB 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 
 
 
 

Understand why risk management is 
critical to institutions, and have an 
appreciation of the major types of risks 
encountered in institutions, and their 
management 

 Presentation 
 Assignment 
 Mid-session exam 
 Final Exam 
 

2 Critical thinking 
and problem 
solving 
 

Apply the knowledge learned to problems 
that might be encountered in the work 
place 

 Presentation 
 Assignment 
 Mid-session exam 
 Final Exam 
 

3a Written 
communication 
 

Construct written work which is logically 
and professionally presented. 

 Assignment 
 Mid-session exam 
 Final exam 

 
 

3b Oral 
communication 
 

Communicate ideas in a succinct and 
clear manner. 

 Part of class 
participation but not 
assessed 

 Presentation 
4 Teamwork  

 
Work collaboratively to complete a task.  Self-reflection report 

as part of the 
assignment 

5a.   Ethical, 
environmental 
and 
sustainability 
responsibility 

Not specifically addressed in this course  Not assessed in this 
course 

 

5b.  Social and 
cultural 
awareness 

Identify issues in the management of 
institutions that may lead to reputational 
damage and collapse of the institution. 

 Not assessed in this 
course but 
discussed 
throughout the 
course 
 

 
 

3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 
 
The primary learning approach used in this course is “guided self-learning”. This 
approach is used as this is expected to allow students the best opportunity to learn 
and retain the course material through self-learning, assisted by discussions to 
develop the main concepts. Guided self-learning is expected to provide a greater 
depth of understanding of the concepts compared to traditional lecture styles and 
facilitate a higher level of understanding of the issues so that students can apply their 



RISK5001   6

knowledge to new situations encountered in institutions. Guided self-learning also 
equips students for lifelong learning through providing the framework for self-learning. 
 

3.2 Learning Activities and Teaching Strategies 
 
The teaching strategy involves: 
 

 Students preparing for a lecture by reading relevant material, and identifying 
issues they are uncertain of for discussion in the class; 

 Lectures consisting of highlighting the main points that need to be understood, 
accompanied by discussion points where the class is expected to contribute 
and to provide feedback to the lecturer that the topics have been understood; 

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

 Feedback through assignments, comments on class discussions. 
 
Students are not permitted to bring into the lectures any sound or video recording 
devices. 
 

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. 

4.2 Assessment Details 
 
 

Assessment 
Task 

Weighting Learning 
Outcomes 
assessed 

Length Due Date 

Mid-Session 
exam 

15% 1,2,3a 1 hour Week 6 

Presentation 15% 1,2,3b 10 
minutes 

As 
scheduled 
on Course 

website 
Assignment 15% 1,2,3a,4 4 pages Week 10 

Final 
Examination 

55% 1,2,3a 2 hours As advised 
by UNSW 

TOTAL 100%    

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



RISK5001   7

 

4.3 Details of each assessment task:  

Presentation 
 
The presentations are intended to develop your skills in research and your ability to 
concisely and coherently present your ideas.  

The presentation topics are as set out in this Course Outline and your presentation is 
due as scheduled on the Course website. Students may agree between themselves to 
swap presentations provided both students involved notify the Course Coordinator at 
least 1 week before the first presentation is due. 
 
Grading will take into account: 

 Has the topic been adequately covered? (ie have you addressed the topic?) 

 Thought given to how best to answer the topic (ie how can I best communicate 
with other students?) 

 Flow of the answer (ie do the ideas flow properly?) 

 Originality of ideas (ie has the student thought through the issues or just 
regurgitated the class discussion/notes/text book?)  

Presentations must include PowerPoint slides and a copy made available to the 
Course Coordinator to put onto the Course website in the week following the 
presentation. 
 
 
Mid-Session & Final Exam 
 
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.  
 
Assignment 
 
The assignment is intended to develop your skills in research and your ability to 
concisely and coherently present your ideas, as well as work in groups.  

You will be assigned to a group but you will need to write an individual report covering 
the following: 

 You are the CRO of a bank that is involved with both retail and wholesale 
banking. You are also involved in private banking services for high net worth 
individuals and families. As part of the private banking service, the advisors 
have the option of using your own bank products or where they deem 
appropriate, products from other financial institutions. The private bank 
provides investment advice, investment management, taxation and legal 
advice, and accounting and taxation services. Detail the risks involved for the 
bank in operating the private bank and what risk management structure you 
would put in place to minimise the risk of adverse results from the private 
bank? [maximum 3 pages] 
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 What were the issues in relation to working with your colleagues in the group, 
and how would you have handled these in the future when faced with similar 
issues? [maximum 1 page] 

 
Grading will take into account: 

 Has the topic been adequately covered? (ie have you addressed the topic?) 

 Thought given to how best to answer the topic (ie how can I best communicate 
with other students?) 

 Flow of the answer (ie do the ideas flow properly?) 

 Originality of ideas (ie have you thought through the issues or just regurgitated 
the class discussion/notes/text book?)  

4.4 Late Submission 
Late submission of any assessment item will not be accepted unless the requirements 
relating to “Special Consideration” apply (see Part B Course Outline) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5 COURSE RESOURCES 
 
The textbook for this course is, Fraser J, Simkins B, Enterprise Risk Management, 
Wiley 2010. This text book is available in both hardcopy and a significantly cheaper  
E-Textbook format at www.wiley.com. Other papers that are considered relevant will be 
available on Course website. 
 
The Course website site for this course will contain the Course Outline, presentations 
made by lecturers, presentations made by students, and any notices relevant to this 
course. It is important that you visit the site regularly to see any notices posted there by 
the 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 one of 
the ways in which student evaluative feedback is gathered. In this course, we will seek 

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. 
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your feedback through both a midsession and end of session Catei. As a result of 
feedback, mathematical content has been minimised in this course.  
 

7 COURSE SCHEDULE 

Week 
Number 

Lecture & Tutorial Topic 
Recommended 

Reading 

1 
Overview of ERM 

 
Chapters 1~4 

2 ERM Management Chapters 5~8 

3 Corporate Risk Tolerance Chapters 9~11 

4 Quantifying Risks Chapters 13 & 24 

5 Market & Interest Rate Risk [Guest Lecturer] Chapter 14 

6 Midsession Exam  

7 Credit Risk [Guest Lecturer] Chapter 15 

8 Operational Risk  Chapter 16 

9 Basel Accord Chapter 19 

10 The Global Financial Crisis Lessons 
[Assignment Due] 

Blackboard 
Readings 

11 Case Study: JP Morgan Private Bank Risk 
Management and the GFC  

Blackboard 
Readings 

12 Revision  

 
“Chapter x” refers to Chapters in the recommended reference book 
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8 PRESENTATION TOPICS 
 

Week 2 

Topic 1 When and why did institutions start thinking about ERM? 

Topic 2 What is the difference between ERM and internal audit? 

Topic 3 What is the purpose of ERM for an institution? 

Topic 4 
Outline the role of the Board, and the Audit & Risk Committee in an ERM 

process 

Topic 5 What is the role of the Compliance function in an ERM process? 

Topic 6 What is the role of the CRO? 

Topic 7 Why is it imperative to create a risk management culture in an institution? 

Topic 8 
How would you go about determining the risks and their importance to an 

institution? 

 

Week 3 

Topic 1 How would you determine the overall risk tolerance of an institution? 

Topic 2 
How would you decide the acceptable risks that each operating division 

could take on in a large diversified institution? 

Topic 3 How would you monitor the risks being taken on in an institution? 

Topic 4 
How could you reward senior management in an institution to ensure their 

operating divisions stayed within their risk profiles? 

Topic 5 
How would you manage the overall risk tolerance of an institution when an 

extreme risk event occurred? 

Topic 6 
Ambiguity risks are common place in the financial markets; how would you 

allow for these risks when allocating acceptable risks to an operating 
division in an institution? 

Topic 7 
The “traffic light” system of “quantifying” relative importance of risks is 

widely used; what are the advantages and disadvantages of this system? 

Topic 8 
How would you take into account unknown, and unknowable risks when 
deciding on the acceptable risk tolerance of the operating divisions of an 

institution? 
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Week 4 

Topic 1 
The CRO of an institution has said: “if we can’t quantify a risk then we 

should not take it on”. Do you agree? 

Topic 2 

Most regulations of banks in the developed economies require banks to 
demonstrate that they have sufficient capital to ensure 99.9% survivorship. 

What is wrong with this type of statement and what would you replace it 
with? 

Topic 3 
VaR measures the probability of losses from Treasury activities exceeding 

some $ amount in the next 24 hours; what are the shortcomings of this 
measure? 

Topic 4 What are the difficulties in measuring operational risk? 

Topic 5 
Frequently, the risk exposure of an institution is some combination of the 

estimate from internal data, external/ industry data and expert opinion. How 
would you decide on the appropriate combination? 

Topic 6 
The GFC has demonstrated that in extreme conditions, risks are highly 
correlated; how would you take this into account when measuring the 

overall risk of an institution? 

Topic 7 How would you quantify the correlations between the risks in an institution? 

Topic 8 
Should regulators allow for diversification benefits across risks in an 

institution in establishing the acceptable capital?  

 
 
 

Week 5 

Topic 1 
Outline the major market risks for a bank operating in both the retail and 

wholesale markets, and categorise the risks into the KuU types. 

Topic 2 
Outline the major interest rate risks for a bank operating in both the retail 

and wholesale markets, and categorise the risks into the KuU types. 

Topic 3 
Outline the major market & interest rate risks for a typical general 
insurance company, and categorise the risks into the KuU types. 

Topic 4 
Outline how you would go about determining the K type market risks for a 

typical bank and how you would then manage these risks.  

Topic 5 
Outline how you would go about determining the u type market risks for a 

typical bank and how you would then manage these risks. 

Topic 6 
Outline how you would go about determining the K type interest rate risks 

for a typical bank and how you would then manage these risks. 
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Topic 7 
Outline the process you would adopt to derive appropriate scenarios for 

stress testing a bank’s market and interest rate risk 

Topic 8 
In the absence of any prudential regulations, how would you determine the 
acceptable probability of survival for a bank when stress testing exposure 

to market & interest rate risks? 

 
 
 
 
 

Week 6 

Topic 1 

In a financial institution, each product has different risks associated with 
them, and these require either capital to support them or transfer of the 
risks to another party; how would you decide across all of the products 

whether to transfer the risk or provide capital to offset the risk? 

Topic 2 
In a multi division financial institution, how would you decide how much 

capital to allocate to each division? 

Topic 3 
The success of an ERM system is highly dependent on developing a risk 

management culture in a financial institution; how would you go about 
creating and maintaining such a culture? 

Topic 4 
Should Executive bonuses take into account the success of risk 
management programs, and if so how could this be achieved? 

Topic 5 Critique the classification of risks into Known, unknown and Unknowable. 

Topic 6 
Should the risk management function in a financial institution be 

standalone or integrated into each operating division/ entity? 

Topic 7 
How does the compliance and internal audit functions fit into risk 

management? 

Topic 8 
When an institution transfers risk using OTC contracts, there is created a 

credit risk; how would you determine the credit risk in this situation? 

 
 
 
 
 
 
 

Week 7 
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Topic 1 
Obtain from a credit rating agency their expected loss ratio for debt 

securities for various credit ratings and comment on the relativity of the 
default rates and the interest rates payable 

Topic 2 
Outline how you would establish a credit policy for unsecured overdraft 

loans to small business 

Topic 3 
Obtain the credit rating history for the Italian company Permalat and 

comment on the value of the ratings to investors 

Topic 4 
Obtain the credit ratings for some CDOs and comment on what the rating 

agency meant by the ratings, and how they were misinterpreted by the 
market 

Topic 5 
Comment on how credit rating agencies take into account business cycles 

in their ratings for particular companies 

Topic 6 
Comment on the major methods for determining the probability of credit 

default used by the rating agencies 

Topic 7 
What factors would you take into account to determine the probability of 

default by a reinsurer in the general insurance market? 

Topic 8 
Comment on the implicit assumption for the CDO market that the risks of 

default were independent. 

 
 
 
 

Week 8 

Topic 1 
How would you determine the weight to give to internal & external data, 

and expert opinion in determining the amount of capital to hold for 
operational risk in a small bank operating retail business only? 

Topic 2 
Should superannuation funds hold operational risk capital, and if so, how 

would you determine the amount to hold? 

Topic 3 

Generally, regulators accept for banks a single distribution for estimating 
operational risks, such as the Poisson distribution. Comment on the 

appropriateness of this, and the implications for the estimated probability of 
survival of a bank of 99.9% 

Topic 4 
It has been suggested that operational risk may vary with business cycles. 

Why might this be so and if it does then how would you take this into 
account in building an operational risk model? 

Topic 5 
Outline the operational risks for an investment bank that trades securities 
for itself as well as acting as an intermediary for clients to raise funds, and 

how you would manage these. 
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Topic 6 
Why is it that the escalation procedure involved in monitoring risks is 

particularly important for operational risks?  

Topic 7 
Why is it imperative to take into account operational risk when determining 

the business strategy? 

Topic 8 
Is operational risk known, unknown or unknowable and what implications 

does this have for managing this risk? 

 
 
 
 
 
 
 
 
 
 
 
 

Week 9 

Topic 1 
Outline the major differences between Basel 1 and Basel 11 and comment 

as to the significance of the changes 

Topic 2 

In Australia, APRA has proposed a version of Solvency 11 called LAGIC 
which is to apply to both life and general insurers. Comment as to the 

appropriateness of having a common approach to determining prudential 
capital for these institutions 

Topic 3 
In Australia, Basel 11 was implemented by APRA quickly. To what extent 

do you think this early implementation assisted the Australian banks to 
avoid the GFC? 

Topic 4 

One method of managing operational risk is to outsource the administration 
function, but this creates a residual risk for the institution. How would you 

assess this residual operational risk, and what processes would you 
implement to minimise this risk? 

Topic 5 
Outline the major differences between Basel 11 and Basel 111 and 

comment as to the significance of the changes 

Topic 6 
The implementation of the Basel 11 & 111 requirements for banks has 

been expensive. Do you consider the expense is worth it? 

Topic 7 
Despite the implementation of Basel 11, it is clear the risks involved with 
the CDOs were either not understood, or ignored by banks in the US and 

Europe. What went wrong in the regulatory process for this to occur? 

Topic 8 
How would you estimate the correlation of risks between various lines of 

business for Basel 11 purposes? 
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Week 10 

Topic 1 Outline the major reasons that the GFC occurred 

Topic 2 
Discuss the appropriateness of the response from the US Government to 

the GFC 

Topic 3 
Should risk managers in the major financial institutions have seen the 

possibility of the GFC occurring and taken appropriate action? 

Topic 4 
Should regulators of banks required them to have done more stress testing 

before the GFC and would this have averted the severity of the GFC? 

Topic 5 

Several local government organisations in Australia bought CDOs from 
Lehman before the GFC. Outline what analysis they should have done 

before buying these and whether you think the decision to buy the CDOs 
was correct. 

Topic 6 
Discuss whether you think CDOs are an appropriate investment for a 

“balanced fund” in a large industry superannuation fund. 

Topic 7 

One of the issues that has arisen from the GFC is that there was very little 
knowledge of the contagion effect across countries from inter bank 

borrowing. As a regulator in Australia, what would you suggest you require 
banks to do in order to reduce this effect on Australia? 

Topic 8 
If another version of the GFC were to occur, should governments lend 

funds to the banks or acquire them and inject capital? 

 
 
 
 
 
 
 
 
 

Week 11 

Topic 1 
What are the advantages & disadvantages of having a centralised risk 

management function in a bank operating both retail and wholesale 
businesses?  

Topic 2 
How would you manage the operational risk involved with using an 

independent offshore administration service for a bank’s operations? 

Topic 3 In the JP Morgan case study, it is indicated that some competitors 
operated the risk officer’s role independently of the portfolio manager, and 
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had authority to take independent risk management decisions. Do you 
consider this is an appropriate way to manage client portfolio risk? 

Topic 4 Outline how banks might avoid unknowable risks 

Topic 5 
Outline how you would go about developing a management process to 

ensure as CRO you were kept informed of the risks that were evolving in a 
financial institution 

Topic 6 
European banks were required after the GFC to undertake stress testing 
by the European Central Bank to determine if they could survive various 

scenarios. Outline what these stress tests were and the results. 

Topic 7 
Outline for the stress tests required by the European Central Bank after the 

GFC how relevant you think these were in attempting to reduce the 
possibility of another GFC. 

Topic 8 
In the Barings Bank fiasco with Nick Leeson, outline the major operational 
issues involved and how as the CRO of a similar bank you could reduce 

the risk of these occurring 

 


