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SYLLABUS

1. GENERAL INFORMATION		
Title: Financial Risk Management
Course number: 
Class time: 
General Education courses
Units: 3 credits
· Theoretical hours: 30
· Practical hours: 15			
Prerequisite: Theory of Money and Finance, Principles of Statistics, Mathematics, Corporate finance 1. 
2. LECTURER’S INFORMATION
Full name:		
Address: Building  A1 , Room 921		Phone number: 
Email:	nguyentuananh@neu.edu.vn		
Faculty/ Institute: Department of Corporate Finance, School of Banking and Finance
3. COURSE DESCRIPTIONS
This course is designed to provide students with tools and techniques in evaluating, measuring, and managing a range of financial risks to which companies are exposed. Particular emphasis is placed on the measurement and management of market risks, interest rate risks, foreign exchange risks, and credit risks. More specifically, the course discusses important methods to measure risks such as Value at Risk, expected shortfall, stress testing, duration, as well as examines the tools to manage and hedge risks, such as using financial derivatives. The course also includes a brief discussion of other issues on risk management, including financial crisis, risk management in banks. This course will be especially useful for students who are considering a career in investment analysis, portfolio management, risk management in financial institutions and non-financial institutions. 
4. LEARNING RESOURCES : COURSE BOOKS, REFERENCE BOOKS, AND SOFTWARES
- Textbook: LMS                   
- Reference books:
Financial Risk Management (FRM Exam Preparation), Part I, Kaplan Schweser 2020
· John Hull, Options, Futures, and Other Derivatives (2017), 9th Edition, Pearson. 
· Michel Crouhy, Dan Galai, and Robert Mark, The Essentials of Risk Management, 2nd Edition (New York: McGraw-Hill, 2014). 
· James Lam, Enterprise Risk Management: From Incentives to Controls, 2nd Edition (Hoboken, NJ: John Wiley & Sons, 2014)
· Steve Allen, Financial Risk Management: A Practitioner’s Guide to Managing Market and Credit Risk, 2nd Edition (New York: John Wiley & Sons, 2013).
· Module 2, Financial Risk Management, CPA Program
· Eugene F. Brigham and Phillip R. Daves, Intermediate Financial Management 12th edition
· John Hull, Risk Management and Financial Institutions, 4th Edition (Hoboken: John Wiley & Sons, 2015)
· Zvi Bodie, Alex Kane, and Alan J. Marcus, Investments, 10th Edition (New York: McGraw-Hill, 2013).
· Linda Allen, Jacob Boudoukh and Anthony Saunders, Understanding Market, Credit, and Operational Risk: The Value at Risk Approach (New York: Wiley-Blackwell, 2004)
· Anthony Saunders and Marcia Millon Cornett, Financial Institutions Management: A Risk anagement Approach,  8th Edition (New York: McGraw-Hill, 2014)
· FRM 2024 – Foundations of Risk Management (Pearson)
5. COURSE GOALS
 
	Course
Goals 
	Goal Description
	Program Learning Outcomes
(PLO) 
	Level of competence

	[1]
	[2]
	[3]
	[4]

	G1
	Understand concepts of risks and risk management, the elements of Enterprise Risk Management, fundamentals of risks and returns, financial products and markets, different types of financial risks, methods used to measure financial risks, and tools and techniques for hedging risks. 
	PLO 2.1.1
	II, III

	G2
	Enable students to identify financial risks and the sources of risks, then use appropriate methods to measure, evaluate, and estimate financial risks of investments, companies, or projects. 
	PLO 2.1.2, 2.3.1
	IV

	G3
	Have the ability to identify tools and techniques to effectively manage and hedge financial risks.
	PLO 2.4.1
	V

	G4
	Enable students to prepare a complete report of analyzing and evaluating financial risks, and propose solutions for companies or investors.
	PLO 2.5.1
	V

	G5
	Enhance soft skills such as critical thinking, communication, team work, and time management.
	PLO 2.6.1
	V



6. COURSE LEARNING OUTCOMES (CLO)
	Course goals
	CLO 
	Descriptions
	Level of competence

	[1]
	[2]
	[3]
	[4]

	PLO 2.1.1
	CLO 1.1.1
	Explain the concept of risk, compare risk management with risk taking, explain the role of risk management in companies, and understand the classification of risks
	II

	
	CLO 1.1.2
	Describe the evolution of risk management, describe the risk management process, identify problems and challenges that arise in the risk management process, and describe enterprise risk management (ERM).
	II

	
	CLO 1.1.3
	Understand different types of financial products and categories of financial markets, especially financial derivatives and its key features.
	II

	
	CLO 1.1.4
	Understand the fundamental statistical concepts such as variance, correlation, autocorrelation, probability distribution, regression, autoregression, linear and non-linear trends. 
	III

	
	CLO 1.1.5
	Understand the derivation and components of the CAPM, apply the CAPM in calculating the expected return on an asset, describe the inputs, including factor betas, to a multifactor model, describe and apply the Fama-French three factor model in estimating asset returns.
	III

	
	
	Understand the methods to measure and estimate risks such as ARCH & GARCH models, Value-at-Risk (VaR) and expected shortfall, stress testing, back testing, duration and convexity.
	III

	PLO 2.1.2
	CLO 2.1.1
	Identify financial risks that a business faces and understand the causes of risks.
	IV

	PLO 2.3.1
	CLO 3.1.1
	Apply the ARCH & GARCH process in forecasting future volatility; use Value-at-Risk (VaR) and expected shortfall to measure market risk and credit risk; know how to apply stress testing and back testing and the applications in accessing risks; use duration and convexity to measure interest rate risk
	IV

	PLO 2.4.1
	CLO 4.1.1
	Diﬀerentiate between options, forwards, and futures contracts, define and diﬀerentiate between short and long hedges and identify their appropriate uses.
	V

	
	CLO 4.1.2
	Understand the uses of options, forwards, futures, and swaps in hedging financial risks.
	V

	
	CLO 4.1.3
	Identify and compute upper and lower bounds for option prices on non-dividend and dividend paying stocks, explain the motivation to initiate a covered call or a protective put strategy, describe the use and calculate the payoﬀs of various spread strategies, describe the use and explain the payoﬀ functions of combination strategies.
	V

	PLO 2.5.1
	CLO 5.1.1
	Prepare group report on analyzing risks and propose appropriate risk management and hedging strategies for certain businesses/investments.
	V

	PLO 2.6.1
	CLO 6.1.1
	Work with teams to discuss, analyze risks and propose solutions for certain businesses/investments.
	V

	
	CLO 6.1.2
	Make presentations of team project
	V



7. COURSE ASSESSMENT 
	Assessment methods
	Description
	Time
	CLO
	Assessment indicators
	Percentage (%)

	[1]
	[2]
	[3]
	[4]
	[5]
	[6]

	Class Participation
	Class participation points will be based on general class attendance, contribution in class and compliance with the class rules delineated below. Poor class attendance, little contribution in class or non-compliance with class rules will result in a poor class participation grade.
	Weeks 
	All CLOs
	Attendance points, 
Times of answers and questions in class, short quizzes.
	10%

	
	
	
	
	
	

	Midterm Exam
	The midterms will be 90-minute exams, students are required to bring laptops to class.
	Week 
	All CLOs, except CLOs 5.1.1, 6.1.1, 6.1.2
	
	40%

	Final Exam
	The final exam will be a 90-minute exam.
10 questions in total:
· 5 multiple-choice questions without explanations required
· 4 problem-solving questions
· 1 practical, real-world case question
Printed materials are allowed.
Reviewing the exercises in the Quizzes and the slides will be sufficient for preparation.

	University schedule
	All CLOs, except CLOs 5.1.1, 6.1.1, 6.1.2
	Questions on theories and calculation problems.
	50%



8. LESSON PLAN
(Any changes on the schedule WILL BE announced in class and on LMS in advance)
	Class
	Topics
	CLO
	Learning and teaching activities
	Assessment methods

	[1]
	[2]
	[3]
	[4]
	[5]

	

	Week 1,2
	Overview of Financial Risk Management
1. Concept and Role of Financial Risk Management
2. Financial Risk Management in Corporate Governance
3. Identification of Financial Risks
4. Common Types of Financial Risks
5. Financial Risk Appetite
6. Basic Financial Risk Management Activities
	
	- Introduction to the course elements
- Reading: Text book and Slide
- Lecturing
- Class discussion

	Questions & discussion

	Week 3-4-5
	Fundamental Issues in Risk Management Techniques
1. Probability Theory and Its Applications in Risk Management
2. Common Probability Distributions and Probability Density Functions
3. Linear Regression Models
4. Time Series Analysis in Finance and Risk Management
5. Monte Carlo Simulation and Related Issues
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion

	Week 6,7
	Risk and Returns
1. Risk and Return of a Stock and a Portfolio
2. Efficient Portfolio
3. Capital Asset Pricing Model (CAPM)
4. Capital Market Line (CML)
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion

	Week 8
	Midterm exam
	
	
	

	Week 9 -10 
	Financial Risk Management Instruments
1. Forward Contracts
2. Futures Contracts
3. Options Contracts
4. Swap Contracts
5. Insurance
6. Reinsurance
Others
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion

	Week 11
	Liquidity Risk
1. Overview of Liquidity Risk
2. Causes of Liquidity Risk
3. Liquidity Risk Assessment
4. Methods of Liquidity Risk Management
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion

	Week 12
	Interest Rate Risk
1. Overview of Interest Rate Risk
2. Types of Interest Rate Risk Measurement of Interest Rate Risk
3. Management of Interest Rate Risk
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion

	Week 13
	Exchange Rate Risk
1. Overview of Exchange Rate Risk
2. Assessment of Exchange Rate Risk
3. Management of Exchange Rate Risk
	
	- Reading: Text book and Slide
- Lecturing
· - Class discussion
	Questions & discussion

	Week 14
	Insurance
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion

	Week 15
	Credit Risk
1. Overview of Credit Risk
2. Assessment of Credit Risk
3. Management of Credit Risk
	
	- Reading: Text book and Slide
- Lecturing
- Class discussion
	Questions & discussion



9. COURSE REQUIREMENT 
Exams
There are 1 midterms and 1 final exam. The midterm exams of 90 minutes accounts for 40% of the total grade and the final exam of 90 minutes accounts for 50% of the total grade. Students have permission to take the final exam when they attend more than 80% of the total classes and attend the midterm exam. 
Requirements for Exams
Make-up exams will not be offered. 

Class Participation
Class participation points will be based on general class attendance, contribution in class and compliance with the class rules delineated below. Poor class attendance, little contribution in class or non-compliance with class rules will result in a poor class participation grade.
Below are class rules:
1. Arrive on time and be seated and ready to begin when the class begins. If you do arrive late for more than 30 minutes, you will not be counted for that class. Note that this class is intended for registered students only.
2. Come prepared – read the readings assigned. 
3. Turn off cell phones during classes.
4. Do not engage in individual discussions
5. No food in class time
6. Participate by contributing comments and questions during the discussions. The instructor will call on students during the class if participants do not volunteer.
7. Please use common courtesy and polite manners in class.
8. I have no tolerance for acts of academic dishonesty.
Cheating: Cheating and plagiarism.  Please note; copying of an assignment or letting another student copy your assignment is considered to be cheating.  A mark of 0 will be assigned to both assignments.  We have zero tolerance for cheating or plagiarism.
Calculators: The student does not need a special calculator for this course.  Graphing calculators or calculators that have the ability to store and retrieve information will not be permitted in the examinations.
Communication:
Studies show that students who engage in one-on-one discussions with the instructor about the course receive better grades. I, therefore, encourage your discussion with me. You can communicate during office hours, email or in class discussions. You also are welcome to make separate appointments. I will be available before and after class, but only for short questions. I also encourage feedback on the classes, lectures, teaching and reading material. We enhance the class every semester and your thoughts are valuable in the process.
Intellectual Property:
All materials presented in class lectures including PowerPoint presentations and those materials given are intellectual property of the instructor unless otherwise copyrighted. Any reproduction or publication of this material without prior written permission is strictly forbidden.
10. DATED: ……………………..
	CENTER FOR ADVANCED EDUCATIONAL PROGRAMS

	FACULTY

	LECTURER
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