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Department of Finance
FIN4811 Risk Management
COURSE SYLLABUS: SEMESTER 1/2019

	MSM&E’s Vision and Mission
Vision:	To be a distinguished business school with entrepreneurial spirit and an international learning environment
Mission:	Educating graduates with entrepreneurial spirit, global competency, and social responsibility.
- By nurturing business knowledge and skills to develop creative business solutions;
- By developing business communication skills and appreciation of diversity;
- By fostering ethical awareness to act in the benefit of the society at large.
Assumption University’s Uniqueness and Identity
Uniqueness of the University:	An International Catholic University
Identity of AU Students:	Ethics
	English Proficiency
	Entrepreneurial Spirit



Course Information
	Course Title

	FIN4811 Risk Management
*** This subject is for students ID 551XXXX and above only ***

	Prerequisites 
	FIN 3711 Investment

	Class time and Classroom
	Section 1
	Sunday
	13.30-16.30   
	C34

	Instructor Information
	A. Nattanan Bovornsantisuth  (nattanan.bov@gmail.com)

	LMS
	

	Course Website
	http://www.aufinance.net
http://nattananbov.wixsite.com/riskmanagement

	Course Description
	Financial and non-financial risks framework including concepts, process and practical application containing analytical techniques in identifying, quantifying, assessing, controlling risk and making risk management decision; financial risks including credit risk, market risk and liquidity risk, regarding equity, bond, interest rate, currency, and derivative instruments as well as non-financial risks such as business risk, operational risk, policy risk, legal risk, and reputational risk. 

	Course Objectives 
	Upon completing the course, the students are able to:
· Understand the concept of risk management in both financial and non-financial institutions.
· Define the various types of risk such as market risk, credit risk, operational risk, reputational risk, legal risk, liquidity risk, settlement risk and insolvency risk and comprehend the importance of risk management to be able to identify the latent risk in various contexts.
· Measure and analyze different types of risk by applying an appropriated measurement model and analysis.
· Design the risk management framework that appropriate to different enterprises and constrains.
· Apply risk mitigation or hedging methods to the risk that has already been measured for risk management and control framework.
· Acknowledge and understand the context and importance regulatory framework of risk management in different types of financial institutions.





Textbooks, Software, and Other Readings
	Required Textbook(s):

	· Simple Tools and Techniques for Enterprise Risk Management, Second Edition, Robert J. Chapman, published by John Wiley and Sons Ltd (2011)
· Credit Risk Modeling Using Excel and VBA, Gunter Löffler, published by John Wiley and Sons Ltd (2011

	Required Software:
	

	Other Required Readings:

	Article: Enterprise Risk Management: Tools and Techniques for Effective Implementation by Institute of Management and Accountants.

	Optional Readings  
	· Risk Management and Financial Instrument, John Hulls, published by John Wiley and Sons Ltd (2010)
· Risk Management and Shareholders' Value in Banking, A. Restini / A. Sironi Published by John Wiley and Sons Ltd (2010)
· Article: Michael Pykhtinand, Steven Zhu, A Guide to Modeling Counterparty Credit Risk, Global Association of Risk Professionals, July/August 07 Issue 37 page 16 – 22.

	Academic Research Articles:
	· Counterparty Credit Risk Management in the US Over-the-Counter (OTC) Derivatives Markets, published by International Swaps and Derivatives Association, Inc
· Altman, Edward I. and Sabato, Gabriele, Modeling Credit Risk for SMEs: Evidence from the Us Market (December 26, 2005).





Mark Allocation:
	Five assignments
	15 %
	

	Project
	20 %
	

	· Report (15%)
	
	

	· Presentation (5%)
	
	

	Midterm Examination 
	30 %
	September 27, 2019 (Fri.) 15:00-17:00

	Final Examination 
	35 %
	   December 4, 2019 (Wed.) 13:00-16:00

	                             TOTAL
	100 %
	


 
Examinations, Assignments, and Other Evaluation Policies:
	Midterm Examination:
	September 27, 2019 (Fri.) 15:00-17:00, Huamak Campus

	Final Examination:
	December 4, 2019 (Wed.) 13:00-16:00, Huamak Campus

	1st Term Project Present 
	September 22, 2019 (Sun.) 13:30-16:30, Huamak Campus

	2nd Term Project Present
	October 20, 2019 (Sun.) 13:30-16:30, Huamak Campus

	3rd Term Project Present
	November 10, 2019 (Sun.) 13:30-16:30, Huamak Campus

	Final Term Project Present
	December 1, 2019 (Sun.) 13:30-16:30, Huamak Campus

	Friday November 22, 2019: Last day to withdraw with “W”





Academic Integrity:
	The instructor and Assumption University value and enforce academic integrity. All students must understand the meaning and consequences of cheating, plagiarism and other academic offences. 

Plagiarism is defined in dictionaries as the “wrongful appropriation,” “close imitation,” or “purloining and publication” of another author’s “language, thoughts, ideas, or expressions,” and the representation of them as one's own original work. – Wikipedia

Any work submitted that is deemed plagiarized work (e.g. without citing the origin of the idea or writing) will receive a ZERO for that submission. More importantly, your action is subject to the university committee for academic integrity. The punishment, if found guilty, is the same as what you will receive when you are found cheating in an exam. That is, you will receive an F for the course



Course Schedule:
	Week
	Chapter
	Topic
	Hours

	1
	
	Risk Foundation and Risk Create Value 
· What is Risk Management?
· What are the risk management Types?
· How Does Risk Management Create Value?
· COSO Risk Management Framework
· ERM Structure
· Corporate Governance 
· Internal Control
· Implementation
· Risk Management Framework
· Risk Management Policy
· Risk Management Process
· Sources of Risk
	2

	2
	
	Case Studies: Financial Crisis
· Subprime Crisis
· Tom Yum Kung Crisis
· Great Depression
· Fixed Exchange Rate System

	

	3
	
	Market Risk: Concept and Measurement
· Definition of Market Risk
· Market Sensitivity Analysis
· Meaning of Sensitivity
· PV01
· Greek Value
· Market Risk Measure, Value at Risk (VaR)
· Model Assumptions
· VaR Measurement Model
· Delta Normal Model
· Historical Model
· Monte Carlo Model
· Expected Shortfall
	2

	4
	
	Market Risk: Lab and Practicing
· Excel Calculation VaR
	2

	5
	
	Liquidity Risk
· Liquidity Risk Measurement
· Sources of Liquidity Risk
· Interest Rate Risk
· What is Interest Rate Risk?
·  Interest Rate Risk In Banking Book (IRRBB)
	2

	6
	
	Market Risk Management and Hedging
· How to Manage Market Risk?
· Immunized Portfolio
· Derivatives Hedging (Concept)
· Futures
· Forwards
· Swaps
· Options
	2

	7
	
	1st Term Project Present: Company’s Operation Analysis
	2

	Midterm Examination

	8
	
	Operational Risk
· Operational Risk Management and Implementation
· Crisis Management
	2

	9
	
	2nd Term Project Present
	2

	10
	
	Credit Risk
· What is Credit Risk?
· Probability of Default
· Recovery Rate
· Loss Given Default
· Exposure at Default
	2

	11
	
	Credit Risk Management
· Credit Risk Management Mitigation
· Credit Risk Management Using Credit Derivatives (Concept)
· Credit Default Swaps (CDSs)
· Collateralized Debt Obligations (CDOs)
· Total Return Swaps
· Credit Linked Notes
· Asset Swaps
	2

	12
	
	3rd  Term Project Present
	2

	13
	
	Credit Risk Modeling
· Credit Modeling for Corporate
· Credit Spread
· Altman Z-Score
· KMV Model
· Credit Modeling for Retail and Individual
· Credit Scoring 
	2

	14
	
	Stress Testing Framework
· What is stress testing?
· Classification of stress testing
	

	15
	
	Final Term Project Presentation
	2

	Final Examination



CLASSROOM POLICIES 

ATTENDANCE POLICIES 
To comply with the Office of the Higher Education Commission Requirements:
•	If any students miss more than 6 classes, regardless of any reasons, he or she will not be allowed to take the final examination.
• The Dean, Department Chairperson, and Lecturer of this subject are empowered to withdraw or withhold correction of the final examination papers from students lacking class attendance requirements without the students’ consent.

CHEATING POLICIES    
If any students or a group of students will be caught copying, partial/entire project or hire outside or inside person to do their works, the faculty consider such act as a serious matter which will automatically result in ‘F’ grade for an entire group.

CHANGING SECTION
Students are neither allowed to study in other section they have not enrolled for, nor do the project with their friends in other sections. The lecturer does not have any authority to allow his/her students to switch section without proper authorization from the registrar.

CLASS PARTICIPATION 
In compliance with the University’s policy on class attendance, the ABAC School of Management requires all students enrolling in courses offered by the School, to obtain a minimum of 80% class attendance to be eligible to sit and take the final examination.

The 20% absence is the maximum number of allowable absences. It is inclusive for all excuses, i.e., sickness, personal and family matters, business trips, and other personal reasons. It is therefore, the student’s primary responsibility to determine the necessity and ascertain the number of times of their absences. For a 3-credit hour subject, with one-and-a-half hour, students are allowed to miss the class 6 times, and with 3 hours class, they can be absent 3 times. It is always desirable for students to reserve at least 2 allowable absences for some unanticipated situations, i.e. sickness or business trips that might result in their absences. Generally speaking, as they have paid tuition fees for 45-hour class (for 3-credit hour subject), students should not be missing any classes in order to obtain maximum value for what they have paid for.

It is always arguable whether class attendance has any correlation with passing or failing a subject. Nonetheless, it is the student’s effective time management and discipline to attend classes that enable them to meet minimum attendance requirements and thus appear for the final examination.
It is not up to the students to decide whether a lecture is too simple and hence, not necessary to attend. On the contrary, it is the students’ primary duty to provide feedback to the concerned Department Chairperson regarding the perceived poor performance of their lecturers, i.e. not being punctual, not preparing well for class, not using English in class, and being too critical for class evaluation at the end of the semester.

Class attendance can only be checked for the section the student is registered in:
Students are not allowed to ask lecturers to check their attendance in sections other than the one they have enrolled in. Nonetheless, to give students an opportunity to catch-up classes that they have missed or to review certain topics they did not understand, students are permitted to audit lectures in other sections, given that the lecturer of the section grants permission. Please keep in mind that the permission of the Lecturer to audit his/her lecture in other sections does not imply that students can receive class attendance in those sections – there is no such thing as ‘make-up class attendance.’

Speak English in Class  
All students must speak English in class both to teacher and peers. The complaints from international students who cannot participate in group-work due to the language barrier such that local students do not communicate in English will seriously be considered for penalty.

Communication Devices in Class
Active mobile phones or any communication devices are not welcome in the classroom. If you regularly carry one of these devices during the day, make sure you turn it off before the class starts.  



OTHER CLASSROOM POLICIES: DEPARTMENT OF FINANCE 
	
· Students need to comply with AU Dress Code, Time Conflict Examination Regulations, Laws on Smoking Cigarette, and Restrictions on Foods and Drinks V10.1, June 2010.
· Attendance policies: 
· 2 times of ten-minute late for class is considered as 1 absence.
· Make–up classes are not allowed.
· 80% attendance is strictly required regardless of any reason.
· No checking attendance for other classmates. Violation of the policies will result in being automatically withdrawn from the class. 
· Attendance is checked since the first day of class regardless of any reason.  Thus, students’ excuses for absences including adding the subject late, medical reports, being away for work and travel programs, etc. will not be considered under any circumstances.  
· Manner in class:
· Behave in a polite manner
· Pay respect to instructors and class participants
· Turn off all communication devices
· Do not leave and re-enter the classroom
· Prohibited manners: Eating, drinking, chatting, talking on the phone, using any kind of communication devices, text-messaging, sleeping, reading other materials, doing other subjects’ assignments/homework, walking in-out, etc.
· Improper behavior will result in no attendance checked. 
· Dress code:
· Follow AU dress code
· Improper dress code will result in no attendance checked.
· Class assignments (Homework, reports, project, presentation, paper, etc.): 
· No Plagiarism.
· Cheating and/or plagiarism of any assignments and/or projects will not be tolerated. It will result in failure or “F” of the course and other disciplinary action.
· Submit all class assignment on time, both soft copy and hard copy, where applicable. 
· Late submission will not be graded.
· Class participation:
· Not the same as attendance 
· Be participative and attentive in class 
· The students are also required to comply with all classroom policies. 
· Violation of the classroom policies will result in “zero” or “negative” participation marks and/or “no attendance” checked. 
· Request for make-up quizzes (if applicable):
· The students requesting for the make-up quizzes need to submit their names with valid evidence (ABAC related issues) to the respective lecturer within the specified dates.
· Failure to do so, the students will NOT be allowed to take the make-up quizzes.
· Grade inquiry:
· The students can request for a review for their marks or grades.  
· The students need to submit petition to the respective Chairperson at Martin de Tours School of Management and Economics Office at D Building, 6th floor, Huamak Campus or MSM Building, 2nd floor, Suvarnabhumi Campus within ONE-MONTH period after their marks or grades have been officially announced. Petition submitted after the specified period will NOT be considered.
· Reevaluation process: The students’ class assignments or exam answer scripts will be reevaluated by the internal committees assigned by the respective department.   Please note that the students’ marks may or may not be adjusted after the reevaluation process and it can also be higher, lower, or unchanged.  The result of the reevaluation is considered as a “final consensus” between the students and the committees.  


ADDITIONAL INFORMATION


Assignment:
· Students will be given five assignments in the class on the topic learning in the class. 
1. Present Case studies on Financial Crisis based on the practical article
2. [bookmark: _GoBack]Calculate Value-at-Risk from given data.
3. Create hedging strategy based on the given case from the current situation.
4. Writing reflective essay based on academic research papers in operational risk area.
5. Given the practical article and writing analysis impact on firm’s credit risk.

Risk Management Term Project (Select the firm for the project)

Part 1: Introduction Company profile
1. Describe the profile and operation of the firm

Part 2: Company Financial Analysis (Vertical analysis)
1. Perform financial analysis by:
a. Calculate financial ratios
b. Write a financial analysis report

Part 3: Perform Risk Analysis (time series analysis)
1. Market Risk
a. Act as investors of the firm and measure market risk of the firm’s stock
b. Explain the result and suggest a proper risk management technique
2. Credit Risk
a. Act as a lender of the firm and assess the firm’s credit risk 
b. Quantify the firm’s credit risk
c. Explain the result
d. Make a decision as the lender whether or not to grant a new loan to the firm
3. Operational Risk
a. Look through the firm’s operation and management to identify any potential operational risks that could occur to the firm
b. Measure the expected loss and provide risk control framework
4. Others (if available)

Part 4: Conclusion and Discussion
*** Important Note ***

All of the paper works must to beware of the copyright violation (plagiarism).
Submit the draft report (soft file) via Turnitin. Similarity index is not exceeded 15%. Students can rewrite their work and resubmit (second attempt only) via Turnitin before submission of the final report. No any excuses for late submission.





	


AU Dress Code, Time Conflict examination regulations, Prerequisite Subject Requirement, Laws on Smoking Cigarette, and Restrictions on Foods and Drinks V10.1, June 2010

AU Dress Code Requirements

Following are the University’s dress codes students are obligated to strictly observe upon entering campus, attending classes, and using the University’s facilities on weekdays, except in sport arenas, AU mall and resident halls:
· Tuck the rim of their shirts or blouses in their trousers or skirts,
· Wear only black, brown, dark blue or gray coloured trousers (for male students), and knee-length straight skirts (for female students) 
· Please note that when attending the University’s formal functions i.e. examinations, quizzes, ethic seminar, class presentations, field trips etc., students are required to wear full uniform with the design stipulated in the University’s dress code.
Furthermore, the dress codes also proscribe the wearing of the following:
· below-waist trousers or skirt.
· tight trousers/blouses, or short skirt. 
· trousers or skirts made from jeans, corduroy, or velvet.
· trousers with the design resemble to jeans (for male students).
· half-pleated skirt with design similar to straight skirt on the upper part and pleated skirt on the bottom part (for female students).
· Breaching the aforementioned dress codes will result in students being denied entry or being requested to leave the university’s premises, or being dismissed from classes – in such case, students may lose their class attendance.  The rule of debarment will also be applied to the students with less than 80% class attendance. 
(Lecturers and university officers have been authorized to deny university entry permission to students violating this regulation and to request them to leave university’s premises, as well as to confiscate their student ID card)
· Please note that all AU students are obligated to carry the University’s student ID card upon entering the University’s premise, and present it to the University Officers upon being requested.  Failing to present their student ID card irrespective of reasons will subject students to a fine of up to 200 baht.

Remark: Students whose ID cards are confiscated are required to contact Students Affairs Office (13th floor, CL Building; or 3rd floor, Students Organization Building for the ID card being confiscated at Suvarnabhumi campus or Hua Mak campus respectively), within 5 working days after their ID cards are confiscated to retrieve their ID cards, pay a fine of up to 200 baht, and be informed about other punitive actions, if any.   Students who do not retrieve their ID cards within the stated period will be required to apply and pay 200 baht fee for their new students’ ID card. The process of applying for the new ID cards requires students to obtain a letter from Office of Students Affairs to verify the termination of their ID cards, and subsequently contact the Bank officers for their new ID cards.)  For future reference, it is advisable for the students to ask for names of lecturers or officers who confiscated their ID cards.

Time Conflict Examination Application Procedure

Period to apply for time conflict examination
AT1.	As stipulated in the registration regulations, only graduating students will be allowed to appear for the time conflict examinations without obtaining Dean's approval, provided that their petition is turned in to the Office of Registrar within specified period (refer to AT3), as such, the non-graduating students must ascertain during the pre-registration and adding periods that the subjects they prefer to enroll or add do not have examination time conflict.  
AT2.	Should the non-graduating students wish to enroll or add the subjects with conflicting examination time, advices and approval for the time conflict examination must be obtained from the Dean prior to their registration of the subjects.  The Dean concerned may exercise his/her discretion in declining the non-graduating students' request for time conflict examination.  The decision of the Dean pertaining to the request is final.
AT3. 	All petitions for the time conflict examination for both graduating and non-graduating students who obtain the Dean's approval must be submitted to Office of Registrar within the first three weeks (15 working days) of the semester/summer session.
AT4.	The students need to keep the "receipt" issued by the Office of Registrar, and present it to the Office in case that their names are not included in the "time conflict examination list". 
AT5.	Ignorant of the Time Conflict Examination Application Procedures or personal reasons causing students to miss the Time Conflict Examination Application’s dead line are not justifiable reasons for the late submission of the Time Conflict Examination Application.

Checking the time conflict examination schedule and venue
SV1.	The students are also required to contact Office of the Registrar five working days before the first day of the examination period for the time conflict examination schedule as well as the "time conflict examination room".  Usually the date of the examination with time conflict would remain unchanged, while the examination time would be rescheduled i.e. one subject would take place before the other - "back-to-back examinations", and the venue would be the examination room designated only for “Time Conflict Examination". 

Venue for Time Conflict Examination 
The students must appear for the examinations, only in the assigned "Time Conflict Examination Room".  Should the students sit for the examination of any subject with time conflict examination in regular examination rooms, they will not be allowed to appear for another examination or apply for "late examination", and will hence obtain automatic withdrawal for the subject.

Prerequisite Subject Requirement

A prerequisite is a subject or multiple subjects that students must complete before taking an advanced course. For example, students must complete MGT1101 Introduction to Business before taking MGT2900 Principles of Management. Students who did not meet this requirement will result in automatic debarment and no chance to take the final exam.
Law on smoking cigarette

As the Health Ministry stipulates the University as a health protection area where smoking is prohibited, hence smoking cigarette is only allowed in the designated areas.  Breaching the law will subject students to a fine of 2,000 baht.

Restrictions on Foods and Drinks in the classroom buildings

Foods and Drinks are not allowed to be brought into classroom buildings.  Should the students violate the regulation, their students’ ID card will be confiscated.  

Office of Vice President for Academic Affairs
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