BS7xxx: Financial Risk Management
	
	
	
	
	
	
	
	

	2.
UoW Credits
	20
	Level:
	M
	Status 

	C
	
	

	
	

	3.
Subject
	Business Management
	Type:
	Taught

	
	
	
	
	
	
	
	

	4.
Pre-requisites
None


Co-requisites
None

	
	
	
	
	
	
	
	

	5.
Aims/Learning Outcomes

This module aims to develop an understanding of the theory and practice of financial risk management.

Completion of the module will enable students to:

a) Define key terminology and understand the relationship between investment risk and reward;

b) Accurately identify and measure exposure to many types of financial risk;
c) Apply various risk management strategies using derivatives instruments;

d) Describe and critically evaluate the advantages and limitations of various risk management methods;

e) Apply current best-practice analysis to risk management and decision-making.

	

	6.
Catalogue Summary

In this module students acquire an understanding of the financial markets operations and their products. This module studies some of the most useful theory and practice of risk management in an international context. All the important risks must be critically assessed in any investment. Thus, students explore the ways of identifying, evaluating, and managing financial risks. They are required to examine and analyse various risks such as volatility, liquidity, credit, market and other risks. In addition, students learn how to make an informed choice and how to apply various risk management techniques using financial derivatives tools, such as forward, futures, swaps and forward rate agreements, in order to minimise the financial exposure. Derivatives allow investors and corporations to hedge financial risks. By managing financial risks, a company can focus on its main activities and operations, rather than on forecasting interest rates, exchange rates, and future commodity prices.  

	
	
	
	
	
	
	
	

	7.
Assessment Pattern

2 short in-class tests 
Report

Exam
	Weight %

20

50
30 
	Pass Req

50% on Aggregate
	Comments

(Minimum 40% in each element)

	
	

	8.
Indicative Tutorial Team
	Dr George Filis and Business Colleagues

	

	9.
Indicative Teaching Methods

Lectures complemented by seminars and practical ‘workshop’ activities. Student participation in the seminars is encouraged. Students may form study groups to share case information and then write their own reports.


	10. Indicative Learning Activities
Indicative Learning Activities

Lecture
Seminars 

Student managed learning
Total:
	Hours

15
30
155
200
	Comments

Large group
Small group
Study group/independent


	11. Sample Assignments

Take the role of a financial risk analyst reporting to the group manager. Prepare a report analysing, evaluating and suggesting various ways on how a multinational firm can hedge its exposure on interest rate fluctuations, exchange rate fluctuations, stock price changes etc. You should illustrate and justify your arguments and proposals using appropriate examples, graphs and tables. 

	
	
	
	
	
	
	
	

	12. Indicative Outline Content

Introduction to financial markets and risk management
Types of financial risks
Derivatives instruments: overview
Money market: bonds, exchange rates, interest rates 
Stock market
Derivative market: options, futures, swaps
Hedging strategies

	
	
	
	
	
	
	
	

	13. Indicative Reading (*core textbooks)
Cuthbertson K. Nitzsche D. (2001) Financial Engineering: Derivatives and Risk Management, Wiley* 
Cuthbertson K. Nitzsche D. (2004) Quantitative Financial Economics – Stocks, Bonds, and Foreign Exchange, 2nd edition, John Wiley & Sons

Eales A. B. (1994) Financial Risk Management, McGraw Hill
Fabozzi F. (2006) Bond Markets: Analysis and Strategies, 6th edition, Prentice-Hall  

Hull J. (1997) Introduction to Futures and Option Markets, Pearson US Imports & PHIPEs
Hull J. (2005) Options, Futures and Other Derivatives, 6th edition, Prentice Hall
Hull J. (2006) Risk Management and Financial Institutions, Prentice Hall*

Lofthouse S. (1995) Equity Investment Management, Wiley

Neftci N. S. (2004) Principles of Financial Engineering, Academic Press Inc.

Pilbeam K. (2005) Finance and Financial Markets, 2nd edition, Palgrave MacMillan

Additional reading:

Oxford Dictionary of Finance (latest) Oxford

The Times, Financial Times, Daily Telegraph, Investors Chronicle, Guardian, Independent, Economist , weekend financial sections, and financial journals.

  Web-sites for case study companies; e.g. Ft.com; Comdirect.com; Bloomberg.com


