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COURSE DESCRIPTION

This course provides an overview of financial risk management. Emphasis will be on modeling and
quantitative techniques. Students will learn how risk management is carried out in today’s financial firms
and about current challenges in financial risk management.

OFFICE HOURS

(Hours and location are subject to change)

Mondays, 12-1pm,
Thursdays, 11am-12pm

There can be additional office hours/review sessions. Check weekly announcements!

COURSE MATERIALS

1. McNeil, A,, Frey, R., Embrechts, P. (2015) Quantitative Risk Management: Concepts, Techniques, and
Tools, Princeton University Press.

2. Hull, J. (2018) Risk Management and Financiai Institutions, Wiley Finance), 5th Edition.

3. Jorion, P. (2007) Value at Risk: the new benchmark for managing financial risk, McGraww-Hill, 3rd
edition.

LEARNING GOALS AND OBJECTIVES

We will introduce statistical techniques used for deriving the profit-and-loss distribution for a portfolio
of financial instruments and to compute risk measures associated with this distribution. The focus lies
on the mathematical/statistical modeling of market- and credit risk. Operational risks and the use of
financial time series for risk modeling are not considered. Financial institutions typically hold portfolios
consisting on large number of financial instruments. A careful modeling of the dependence between
these instruments is crucial for good risk management in these situations. A large part of the class is
therefore devoted to the issue of dependence modeling.


dosterrieder@business.rutgers.edu
blackboard.rutgers.edu
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TECHNOLOGY REQUIREMENTS

In response to the COVID-19 crisis, all in-person courses at Rutgers have been transformed into
remote instructions courses. This means that all instruction, student-teacher interaction, and assessment
of student performance will take place online. Lectures will be delivered live during the scheduled class time.
Students will be able to interact and ask questions via chat and breakout rooms during the scheduled
meeting times. The lectures will also be recorded for later reference, but students are expected to participate
in the live classes (take notes, ask questions and answer questions posed by the instructor).

By signing up for the course, a student consents to have videos of themselves recorded as needed for
authentication purposes. We take seriously our obligation to students to provide a level playing field that does
not disadvantage our many students of high integrity. Therefore, there will be some form of video control of
test environments. This type of online proctoring will require the use of a webcam and a mic. Students will also
need, at those times, to be in an environment that affords them privacy, if only to avoid the recording of others
who may not be aware of it.
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ACADEMIC CONDUCT

All students are expected to know, understand and live up to the standards of RU Academic Integrity Policy
(http://academicintegrity.rutgers.edu/). Don’t let cheating destroy your hard-earned opportunity to learn.
See business. rutgers.edu/ai for more details.

ATTENDANCE AND PARTICIPATION

There is a strong relationship between attendance/active participation and grades.

Students will be responsible for all work missed during an absence, no matter what the reason for the absence.
GRADING POLICY AND EXAMS

There are following graded items in this course:
o Aciive class participation;
- 01000000
» Project;
o Midterm Exam;

o Final Exam.

You will receive a separate score for each of the items. The final grade will be a weighted average of these
items using the weighting scheme indicated below.

e Grading distribution:

Participation in class oo 5%
Homework . 5%
Project o 20%
Midterm Exam o 30%

Final Exam ... 40%


(https://slwordpress.rutgers.edu/academicintegrity/wp-content/uploads/sites/41/2014/11/AI_Policy_2013.pdf
(https://slwordpress.rutgers.edu/academicintegrity/wp-content/uploads/sites/41/2014/11/AI_Policy_2013.pdf
business.rutgers.edu/ai
business.rutgers.edu/ai
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* Homework problems will be graded "on completion". They should be solved regularly and kept in an

organized way. All coding problems have to be submitted via Assignments on Canvas. All students may be
asked to explain their solutions at any time during the semester.

No late homework will be accepted for any reasons, but the lowest grade will be dropped at the end of the
course.

You can discuss assignment problems with your classmates, however you MUST write the code yourself. In
case when instructor suspects that the code was copied, you may be asked to explain in detail what your
program does and how it operates. You should also be able to write a code for the same problem from scratch.
In case when cheating on homework is confirmed, the student will receive a score of 0 for the whole portion
of homework grade for the semester, not just for one set.

o The Midterm Exam is scheduled for October 29, 2020, during regular class hours. The format of the exam is
closed-book. Please only use pencils, pens, erasers, a standard calculators (with the basic functions; not programmable
and/or cell phone), and have your Rutgers ID card available with you to the exam. There will be no make-up midterm
exam. You will receive a score of zero if you miss the exam.

o The Final Exam (cumulative) will be held on December 10, 2020, during regular class hours. The format of the exam is
closed-book. Please only bring pencils, pens, erasers, a standard calculators (with the basic functions; not programmable
and/or cell phone), and your Rutgers ID card with you to the exam. All course materials will be relevant for the final exam.
There will be no make-up final exam. You will receive a score of zero if you miss the exam.

You need to score at least 40% on the Final Exam to pass the course.

There are no opportunities for extra credit except the ones provided in class during the semester
and regular exams.

e Grade allocation:

Weighted average of graded items Corresponding grade

[92, + 00) A
[90, 92) A-
(84, 90) B+
[76, 84) B
[70, 76) B-
[64, 70) C+
[56, 64) C
[50, 56) C-
[40, 50) D
[0, 40) F

o All (partial) scores received throughout the course will be added to the Gradebook on the Canvas
course website.

e Your partial scores/final grades are not subject to negotiation. If you feel I have made an error, submit
your written argument to me within one week of receiving your grade/score. Clarify the precise error I
made and provide all supporting documentation. If I have made an error, I will gladly correct it. But
I will adjust grades only if I have made an error.

SCHEDULE

The course follows the Rutgers Academic Calendar, which can be found here: https://

scheduling. rutgers.edu/scheduling/academic-calendar.
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Attendance policy

The University is committed to a culture of academic engagement between students and faculty, Part

of this commitment involves taking responsibility for attending your classes, workshops and exams,
and informing your instructors when you cannot attend.

If you are absent from a class or exam for any reason, please email the instructor.

All students are expected to bring a positive attitude to the ciassroom, and to respect the iearning
environment. This means, at a minimum, that no student will disrupt the learning environment, even
in small ways, which includes sending or receiving text messages, or surfing the internet, or
tweeting, or talking to other students about anything unrelated to the subject matter at hand. So,

PLEASE NO CELL PHONES, COMPUTERS or OTHER ELECTRONIC DEVICES IN
CLASS unless you are asked to use them.

Please notice that office hour time is reserved for students who have attended class; it is not for

giving private classes to students who did not attend at the scheduled time, however good their
reasons.

I understand that you might have to miss a class or two during the semester. In this case, you are
encouraged to obtain class notes from your peers, read the textbook and come to office hours to clarify
any topics you have difficulty with. If you miss three or more classes, the instructor reserves a
right to lower your course grade by one letter grade.

Late arrivals and earlier departures are considered as a missed class.

Participation

You are expected to actively participate in the course. This participation can consist of in-class
discussions and visits to office hours.

The most active participants will get a bonus at the end of the course.

Time commitment

This is a challenging course. . There have been many studies of elite performers -

concert violinists, chess grand masters, professional ice-

Mastering the material of this course requires s!(aters, mathematicians., and so forth - and the biggest

. . difference researchers find between them and lesser
time. I would estimate that successful students performers is the amount of deliberate practice they've
should spend at least 7 hours per week to review accumulated. Indeed, the most important talent may be
the material and solve problems, and more than the talent for practice itself.

that before major exams. Gawande A., "The Learning Curve", The New Yorker,

January 28, 2002, p.52-61.

I want you to do well in this class. Your approach should be learning concepts thoroughly and
practising with a variety of problems. You are warmly invited to ask questions in class and in
office hours. Feel free to let me know if you have any problems with the class and express your
concerns during the semester. Your feedback is always welcome!

CAUTION: The information in this syllabus is subject to change, as announced in class or via email/

Canvas. No major changes are anticipated, but you are expected to attend class and check email
regularly.


http://rusls.rutgers.edu/
http://rusls.rutgers.edu/
http://www.ncas.rutgers.edu/rlc
http://www.ncas.rutgers.edu/writingcenter
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