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PART A: COURSE-SPECIFIC INFORMATION 
 
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:  Monday 2-4pm (or by appointment) 
 
 
2 COURSE DETAILS 

2.1 Teaching Times and Locations 
Lectures start in Week 1 (to Week 12):  

Time: Tuesday 6-9pm 
Location: Chemical Science M10 

 
There is no separate tutorial for this course. Tutorial component is incorporated into the 
3-hour class time.  
 

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

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. After exploring retail credit risk management, we move to commercial credit 
risk. We will discuss company funding strategies, general credit assessment, as well 
as specific risk measurement techniques, such as credit scoring, contingent claim, 
credit migration, actuarial and reduced formed approaches. Portfolio management and 
credit risk mitigation techniques are also discussed. We then wrap up the course by 
discussing the most important aspect of the economics of capital. 
 

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 transactions. 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. 
 

mailto:td.to@unsw.edu.au
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The prerequisite for this course is FINS5513 (Investments and Portfolio Selection). 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 practical solutions to 
business problems. The knowledge in this course is essential for anyone working in 
banking and risk management, and is also helpful for individual investors in their 
investment decision making process. 

2.5 Student Learning Outcomes  
 
On successful completion of this course you should be able to 

LO1. Explain the nature of credit risk and modern portfolio approach to measuring 
and managing credit risk;  
LO2. Appreciate the importance of capital adequacy, capital attribution and 
allocation, and the regulatory requirements; 
LO3. Discuss the features of retail credit risk management; 

      LO4. Explain company funding strategies; 
LO5. Measure commercial credit risk using major industry-sponsored approaches; 
LO6. Examine the construction and uses of different credit mitigation techniques 
and instruments; 
LO7. Use Excel proficiently to solve financial problems related to credit risk 
management;  

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

 
 

ASB Postgraduate Coursework Program Learning Goals and Outcomes 
 

1. Knowledge: Our graduates will have current disciplinary or interdisciplinary knowledge 
applicable in local and global contexts. 
You should be able to identify and apply current knowledge of disciplinary or interdisciplinary theory and 
professional practice to business in local and global environments. 
 
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. 
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4. Teamwork:  Our graduates will be effective team participants.  
You should be able to participate collaboratively and responsibly in teams, and reflect on your own 
teamwork, and on the team’s processes and ability to achieve outcomes. 
 
5. Ethical, social and environmental responsibility: Our graduates will have a sound awareness of 
ethical, social, cultural and environmental implications of business issues and practice.  
You should be able to:  

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

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

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

 

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

Program Learning Goals and 
Outcomes 

Course Learning Outcomes Course Assessment Item 

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

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

This learning outcome will 
be assessed in the 
following items: 
 

1 Knowledge 
 
 
 

Analyse credit risk and capital 
requirements as in Student 
Learning Outcomes 

• Practice through 
Tutorial Problems 

• In-class Tests 
• Exam 
 

2 Critical thinking and 
problem solving 
 

Apply the concepts in Student 
Learning Outcomes to current 
situation 

• Practice through 
Tutorial Problems and 
Excel workshop 

• In-class Tests 
• Exam  

3a Written communication 
 

Construct written work which is 
logically and professionally 
presented. 

• In-class Tests 
 

 
3b Oral communication 

 
Communicate ideas in a 
succinct and clear manner. 

• Practice through in-
class participation. Not 
specifically assessed. 

4 Teamwork  
 

Work collaboratively to complete 
a task. 

• Not specifically 
assessed. 

5a.   Ethical, environmental 
and sustainability 
responsibility 

Adhere to regulatory 
requirements and manage 
economic capital  

• Practice through 
Tutorial Problems 

• In-class Tests 
• Exam  

5b.  Social and cultural 
awareness 

Not specifically addressed in this 
course. 
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3 LEARNING AND TEACHING ACTIVITIES 
 
This course consists of one three-hour sessions per week. These sessions incorporate 
two parts, lecture and tutorial. The lecture component will introduce new concepts and 
techniques, whereas the tutorial component will provide the opportunity to apply those 
concepts and techniques. Note that the tutorial component is based on the lecture of 
the same session, not the previous one. This is to ensure that if there are any problems 
arising from understanding, the lecturer can go through the materials again in a timely 
manner. Students are expected to go through the exercises more thoroughly at home 
after class, and double check their answers with the solutions provided afterwards. 
 
The course also includes 1 lab session, where Excel is used for the modelling and 
measurement of credit risk.   
 
The class tests are conducted in the lecture theatre, at the beginning of the session. 
There will be a short break after the test, then lecture will run as usual.  
 
 
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 
 
The assessment is designed to promote and reinforce our learning objectives. 
Feedback, both graded and ungraded, comes in a variety of modes: 

• Class tests and final examination provide a thorough review of the course 
materials 

• In-class discussion and exercises provide quick feedback on student 
learning. 

• Solutions to all tutorial questions are provided in Blackboard one week after 
class so that students have opportunity to rethink about the problem and 
then check their understanding. 

• Extra Excel spreadsheets are made available in Blackboard for further 
practice. 

 
 

Assessment 
Task 

Weight Length  Date 

Class test 1 15% 35 minutes Week 5: 8 April 
Class test 2 15% 35 minutes Week 9: 6 May 
Class test 3 15% 35 minutes Week 12: 27 May 
Final Exam 55% 2 hours University Exam Period 
Total 100%   
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Class tests: 
 
Class tests are to ensure students have a good grasp of the course materials in a 
timely manner. The result of the tests will provide an early feedback so that students 
can improve their learning strategies if necessary. This also helps for the preparation 
for the final exam. 
 
Class tests will take place in the lecture theatre, at the weeks as specified by the 
schedule above. The tests require students to solve both quantitative and qualitative 
problems, therefore writing skill is also important. 
 
Class test 1 covers materials of weeks 1-4. 
Class test 2 covers materials of weeks 5-8. 
Class test 3 covers materials of weeks 9-11 
 
Final exam: 
 
Final exam tests the overall understanding of the whole course materials, and ability to 
perform various different techniques related to the measurement and management of 
credit risk.  
 
Date:  The final exam is centrally administered and will be scheduled during  

the university examination period.   Details will be available 
later in the semester. The exam is held on campus. 

 
Duration:  2 hours plus 10 minutes reading time. 
 
Calculators:   Students will need to provide their own calculator.  
 
Format:  Multiple-choice (as we have got 3 written assessment pieces during the 
semester) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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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5 COURSE RESOURCES 
The website for this course is on UNSW Blackboard at: 
http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp 
   
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.  
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). 
 
 
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 
your feedback through end of semester 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. Another important 
feedback is that the textbook is not very helpful. This problem is well aware. Even 

http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp
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though I’m hoping that a new textbook will be published, I do not expect it to happen 
very soon. Please read Section 4 carefully to understand the constraints we are 
working with and the choice of textbook, so that you can make informed decision 
whether you can do the course.  
 
 
7 COURSE SCHEDULE 
 

COURSE SCHEDULE  
Week / Week 
starting date  

Lecture Topic References Other 
Activities/ 

Assessment 
Week 1  
4 March 

Introduction to credit risk 
management 

Colquitt 
Chapters 1-3 

 

Week 2  
11 March 

Retail credit risk 
management  

Check 
Blackboard 

 

Week 3  
18 March 

Company funding strategies  Colquitt 4; 
Blackboard 

 

Week 4 
25 March 

Company credit risk 
assessment 

Colquitt 5-6  

Mid-Session Break: Week 1-7 April 

Week 5 
8 April 

Credit risk measurement  Class test 1 

Week 6 
15 April 

Measurement: Contingent 
claim approach  

Colquitt 7.9; 
8.6.1 

 

Week 7 
22 April 

Measurement: Credit 
migration approach  

Colquitt 7.5; 
8.6.2 

 

Week 8 
29 April 

Measurement: Actuarial and 
Reduced-formed approach 

Colquitt 7.10-
7.13; 8.6.3 

 

Week 9 
6 May 

Credit portfolio 
management 

Colquitt 8; Class test 2 

Week 10 
13 May 

Credit risk mitigation Check 
Blackboard 
 

 

Week 11 
20 May The economics of capital 

Colquitt 10;  

Week 12 
27 May Excel workshop Check 

Blackboard 
Class test 3 

Study and final exam period 

 
This course schedule is indicative. Any changes will be informed to students via Blackboard. 
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