Seminars in Luxembourg for 20 bankers from Bosnia and Herzegovina, Bulgaria, Cyprus, Croatia, Czech Republic, Egypt, El Salvador, Estonia, Hungary, Kazakhstan, Latvia, Lebanon, Lithuania, Macedonia, Malta, Mongolia, Montenegro, Poland, Romania, Russia, Serbia, Slovakia, Slovenia, Tunisia, Turkey and Ukraine

RISK MANAGEMENT

CONTENT

ATHEMATICS APPLIED TO FINANCE  

1. Logarithms and exponentials (application to interest rates and bond prices) 

2. Derivatives and differential calculus (application to bond duration) 

3. Taylor series expansion (application to bond convexity) 

4. Integrals (application to bond valuation) 

5. Optimization (application to portfolio selection)

PROBABILITY
1. Principles of probabilities (application to stochastic dominance)

2. Moments of random variables (application to portfolio returns)

3. Discrete probability functions (application to derivatives pricing)

4. Continuous probability functions (application to stock prices and returns)

5. Multivariate distributions (application to portfolio diversification)

6. Convolutions and copulae (application to credit and operational risk)

STATISTICS
1. Point estimators (application to asymptotic distributions)

2. Confidence intervals and hypothesis testing (application to performance measurement)

3. Tail estimation (application to extreme losses)

REGRESSION ANALYSIS
1. Univariate regression (application to beta measurement)

2. OLS/GLS (application to multi-factor models)

3. Autoregressive models (application to conditional variance models)

4. Logit/probit (application to default probabilities)

INTRODUCTION TO CONTINUOUS-TIME FINANCE
1. State pricing (application to binomial trees)

2. Brownian motions and Itô processes (application to financial price processes)

3. Monte-Carlo simulations (application to interest rate forecasting)

4. Risk-adjusted valuation (application to option pricing)
CAPITAL MARKETS 
1. Introduction to Derivatives, valuation of forwards and futures

2. Options, valuation of options

3. Fixed-Income Securities, term structure of interest rates, fixed-income & asset-backed securities 

4. Fixed-Income Derivatives, FRAs, Eurodollar futures, T-Bond futures, swaps, caps, swaptions

5. Equity, Currencies & Commodities Markets 

Convertible bonds and warrants, stock index futures, currency swaps, commodity futures

MARKET RISK 
1. Introduction to Market Risk Risk measurement methods, VAR, stress tests 

2. Sources of Risk Interest rate risk, equity risk, currency risk, commodity risk, GARCH models 

3. Hedging Linear Risk Hedging with futures, minimum variance hedge ratios, distributions 

4. Non-Linear Risk: Options Hedging with options, partial derivatives, distributions 

5. Modeling Risk Factors Choice of distributions, time variation in risk 

6. VAR Methods Delta-normal, historical simulation, Monte Carlo simulation 

7. VAR Tools: Marginal, Incremental and Component VAR From measuring to managing risk: assessing the effect of adding assets, real-time VAR, best hedges

INVESTMENT RISK 
1. Portfolio Risk Management Risk and performance management, risk budgeting 

2. Hedge Fund Risk Management Hedge Fund Strategies and transparency

CREDIT RISK 
1. Introduction to credit Risk, drivers of credit risk

2. Measuring Actuarial Credit Risk, measuring default risk from default rates and recovery rates

3. Measuring Credit Risk from Market Prices, using bond prices and stock prices, structural (Merton) models 

4. Credit Exposure, assessing current and potential credit exposure on bonds and derivatives

5. Credit Derivatives, credit default swaps, total return swaps

6. Portfolio Credit Risk Model, pricing credit risk, measuring portfolio credit risk, measuring expected and unexpected credit risk, commercial models (e.g. Credit Metrics), BIS requirements

INTEGRATED RISK 
1. Operational Risk, approaches to operational risk, management of operational risk

2. Integrated Risk Management, best practices, controlling traders, the role of the risk manager

3. Challenges in Risk Management, LTCM, limitations in VAR systems, effect of risk holes/traders gaming the system, dynamic hedging

4. Legal, Accounting, and Tax Issues (self-instruction)

REGULATORY REQUIREMENT 
1. Regulation and Financial Institutions, goals of financial regulation, systemic risk

2. The Basel Risk Charges, Basel I and Basel II charges against financial risks

3. The Basel Market Risk Charges, Basel II market risk charges
