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1. COURSE DESCRIPTION  

Everyone is exposed to risk at some time it is unavoidable. Having the proper tools to deal with risk can save you money and help you avoid financial hardship. The Risk Management course is designed to provide students a firm foundation, business principals as well as a familiarity with contemporary methods used by organizations and individuals to manage risk in a dynamic and complex environment. 

2. GENERAL METHODOLOGY
Classes will be conducted by giving Lectures and using the Socratic method of questions and answers.  

Before the daily Lecture, in every class a small review session will be conducted by the instructor. The student participation will be graded by the instructor. 

Read the material before coming to class. 

Workshops and Homeworks must be turned in on time, (NO excuses for late assignments). 

Assignments MUST be done using MS EXCEL and WORD. NO handwritten work will be accepted. 

Students are expected to review class problems and end of the chapter exercises.
3. CLASS SCHEDULE AND WORKLOAD BREAKDOWN
	DATE
	SPECIFIC

COMPETENCIES
	CONTENT
	HOMEWORK (96 HRS.)
	EVALUATION

	
	
	Subject(s) to be covered
	Assignment & number of allotted hours-specify pages
	How assignment will be evaluated

	MAR12 
	The determination of when risk is present in the business world and the appropriate tools available to mitigate risks
	Chapter 1. Risk and its management. 
Risk. Types of Risk facing businesses and individuals. Risk Management.
	Studying. Page 1 – 14.              14 pages
	

	MAR13 
	
	Chapter 2. Objective of Risk Management.

The need for a risk management objective. Understanding the cost of risk. Firm value maximization and the cost of risk.
	Studying. Page 15 – 29.            15 pages
	Class Discussion / Reading Control 

	MAR14
	
	Chapter 3. Risk Identification and Measurement.

Basic concepts from probability and statistics. Evaluating the frequency and severity of losses.
	Studying. Page 30 – 53.            25 pages
	Class Discussion / Reading Control

	MAR15
	Calculation of the fair risk premium 
	Chapter 4. Pooling arrangements and diversification of Risk.

Risk reduction through pooling independent losses. Pooling arrangements with correlated losses. Insurers as managers of risk pooling arrangements.
	Studying. Page 54 – 74.            21 pages
	Class Discussion / Reading Control

	MAR19
	
	Chapter 8. Insurance pricing.

Insurance costs and fair premiums. Expected claim costs. Investment income and the timing of claim payments. Administrative costs. Profit loading.
	Studying. Page 134 – 161.         28 pages.
	Class Discussion / Reading Control

	MAR20
	Identify and calculate the various benefits of different forms of insurance
	Chapter 15 Life insurance and Annuities.

Traditional products: Term, endowment and whole life. Product innovation: Universal and variable life. Tax benefits from life insurance policies.
	Studying. Page 297 –  333.        37 pages.
	Class Discussion / Reading Control

	MAR21
	Use of hedging tools commonly available in the corporate world
	Chapter 24. Hedging Risk with Derivative Contracts.

Option pricing. Hedging with Forwards/Futures contracts. Swaps. Comparison of derivative and insurance contracts. Markets for derivatives
	Studying. Page 526 –  549.        24 pages.
	Class Discussion / Reading Control

	MAR26
	Calculation of the benefits and costs of various risk management tools
	Chapter 26. Analysis Tools used in Corporate Risk Management.

Risk management tools. Calculating frequency and severity of losses from historical data. Using entire probability distributions. Correlation analysis.
	Studying. Page 570 – 590.         21 pages.
	Class Discussion / Reading Control

	MAR27
	
	Chapter 13. Return, Risk and the Security market line (Portfolio Risk).

Expected return and variances. Portfolios. Announcements, surprises, and expected returns. Risk: Systematic and unsystematic.
	Studying. Page 415 – 452.         38 pages.
	Class Discussion / Reading Control

	MAR28
	
	Review Session
	
	

	MAR29
	
	MIDTERM TEST
	
	TEST

	APR02
	Determination of the Value At Risk calculation for various business models
	Chapter 1. Introduction to Value at Risk.

Definition of VaR. Volatility and how to exploit profitably. Correlation its role in risk reduction. 
	Studying. Page 1 – 25.                    25 pages. 
	Class Discussion / Reading Control

	APR03
	
	Chapter 2. Value at Risk as a tool in supervisory regulation.

Regulation what it is and why it’s necessary. Capital adequacy and the Basle accord. 
	Studying. Page 27 – Page 42.      16 pages.
	Class Discussion / Reading Control

	APR04
	
	Chapter 3. Portfolio Risk Measurement. Using Matrices to calculate VaR  Comparison of the variance covariance approach with other methods. Variance Covariance with 3 asset portfolio   
	Studying. Page 43 – Page 67.     25 pages. 
	Class Discussion / Reading Control

	APR05
	Students will use different statistical methods to estimate the variance of various variables
	Ch. 10 Estimating volatility for profitable trading and risk reduction. 
Exponentially weighted moving average VS. time series.

GARCH: changing variance and correlation between current and past events 
	Studying. Page 189 – Page 207.      19 pages.
	Class Discussion / Reading Control

	APR09
	Calculation of the various standard credit risk financial ratios
	Chapter  3. Analyzing Financial Institutions Performance Risks.

Risks: Credit, Liquidity, Market, Operating, Legal reputation, and Capital or solvency
	Studying. Page 93 – Page 153.   61 pages. 
	Class Discussion / Reading Control

	APR10
	
	Chapter  3. Analyzing Financial Institutions Performance Risks.

Risks: Credit, Liquidity, Market, Operating, Legal reputation, and Capital or solvency
	Studying. Page 93 – Page 153.   61 pages. 
	Class Discussion / Reading Control

	APR11 
	Technical analysis of the various financial investment opportunities available in today’s financial market
	Chapter  6. Pricing Fixed Income Securities (Interest Rate Risk).

Relation between interest rate and prices. Duration, Price Volatility. Measuring Duration. Comparative price sensitivity.
	Studying. Page  217 - 239.          23 pages.
	Class Discussion / Reading Control

	APR12
	
	Chapter  6. Pricing Fixed Income Securities (Interest Rate Risk).

Relation between interest rate and prices. Duration, Price Volatility. Measuring Duration. Comparative price sensitivity.
	Studying. Page  217 - 239.          23 pages.
	Class Discussion / Reading Control

	APR16
	Identification of the interest rate options available to today’s multinational corporation
	Chapter  8. Managing Interest Rate Risk: GAP and Earnings sensitivity Analysis (Interest Rate Risk).

Traditional Static GAP Analysis. What determines rate sensitivity? Factors affecting Net Interest Income. Earnings Sensitivity Analysis.
	Studying. Page 289 – 316.         28 pages.
	Class Discussion / Reading Control

	APR17
	Estimating the credit risk of various collateralized securities popular in today’s business world
	Chapter 15. Overview of Credit Policy and Loan Characteristics (Credit Risk).

Recent trends in Loan growth and quality. Trends in Competition for Loan business. Credit process. Business development and Credit Analysis.
	Studying. Page 555 – 586.         32 pages.
	Class Discussion / Reading Control

	APR18
	
	Review For Final
	
	

	APR19
	
	FINAL TEST
	
	TEST


Total of Pages




516 pages
4. EVALUATION
Midterm exam:  25%
  
Quizzes 

20%

Final Exam:       25%               Project
s

15%              

                                                Case studies               10%

                                    Class Participation  
  5%

5. CLASSROOM POLICIES
     1. Students will not be allowed after five minutes of the beginning of the class.

     2. On time homework will be graded over a 100% of the grade, one day late homework over 50%, after two days homework will receive no grade. In case of absence, homework will be due the day the student returns to class. 

     3. All students are expected to complete readings and homework before each class so that they are prepared to present and support their ideas about each day’s assignments. Readings, class discussions, presentations, projects, lectures, and written examinations (midterm and final) will be the methods used in assigning the grade earned by each student. All material covered in readings and homework assignments (including portions not discussed in class sessions) and all material covered in class discussions, case analyses, and presentations (including material not covered in readings) can be included in the written examinations. It will not be possible to pass this course unless you read all the assigned materials. Students who keep current with reading and homework will need less time to review for the written examinations. 

     4. It is your responsibility to know what is in this syllabus, to know what is communicated to the class by email, to know what is in assigned readings whether or not they are discussed in class, and to know what was discussed in all class sessions whether you attended them or not. If you are absent or inattentive, it is your responsibility to ask a classmate what you missed before attending the next class meeting. If you do not understand something, it is your responsibility to ask for clarification.

     5. This course follows the UEES attendance policy; therefore, it is possible to pass the course with a maximum of six absences but the seventh absence results in failure of the course regardless of your earned grade to date. Partial absences, including late arrivals, early departures, and leaving during class will count toward the six permitted absences.

     6. Please do not talk in class when it is not your turn to speak. I will automatically consider this inattentiveness and a disruption to the class. If you must communicate with another person during class related to the topic of class discussion or due to a rare emergency, please write the person a note to avoid making noise.

     7. Students are expected to respect the thoughts, ideas, opinions, and contributions of others and to be actively involved in all classes. Students should express disagreement respectfully.

     8. Cell phones must be silent during all class sessions. Cell phone use during class will result in immediate expulsion from the classroom for the balance of the day. During examinations, cell phones always must be silent and out of view of all students.

      9. If an examination or presentation must be missed, the student must make arrangements promptly for substitute work. The professor reserves the right not to offer a substitute. A substitute must be arranged by mutual agreement between the professor and the student and must be completed no later than the end of the last class period. Because substitute work detracts from normal class activities and/or creates unnecessary extra work for the professor, substitute work will be more demanding and/or will offer reduced points compared to work completed according to the class schedule. A substitute examination will never be the same as the scheduled examination. 

    10. Academic dishonesty is unethical, unfair to others, and robs you of valuable learning opportunities. Discovery of academic dishonesty will result in a zero for the graded activity and can result in your failing the course and being reported to the UEES administration. Examples of academic dishonesty include but are not limited to using or attempting to use another person’s work for assignments, projects, or examinations; permitting another person to use your work as their own; failing to credit quotes or ideas taken from others (Internet, publications, speeches, etc.); seeking help through a cell phone during a class or examination; using all or part of your own homework, paper, etc., for another class in this class without permission and acknowledgement; etc. If you are not sure whether something is academic dishonesty, it is your responsibility to ask the professor. 

     11.  Food or beverage in the classroom must not bother anyone in the class in any way (noise, smell, etc.) or create any mess that you do not clean up yourself.

     12. This course is to benefit the students, not the professor. If you are not getting what you need and want from this course, please let the professor know improvements you would like.
NOTE: This syllabus is subject to revision and does not represent a contact between the student and the instructor, or between the student and the University. The instructor and/or the University reserve the right to make any reasonable changes. By attending this class you have agreed to the conditions and regulations stated in this syllabus.
6. BIBLIOGRAPHY:
COURSEBOOK: Harrington and Niehaus, 2004, Risk Management and Insurance, Second Edition, Mc Graw - Hill
COMPLEMENTARY TEXT:  As available, cases from the Harvard Business School will be used to demonstrate the application of risk management principles in the real business world.
7. Additional Requirements: 

   A Financial calculator is required in every class.    Familiarity with MS Excel.
8 TEACHER INFORMATION

	NAME: John F. Murray, CPA

DEGREES: B.S. Industrial Management, Purdue University;
                    MBA, University of Chicago;


        Certified Public Accountant (CPA)

EMAIL: jmurray6834@yahoo.com                                               PHONE: 09 594 3169


