
  Risk Management Consultants 

RiskStanda rd  Limited , Registered  in Eng land  # 4615023. E-ma il: risk@riskstanda rd .c om.

Market Risk and Value at Risk Course 
 

 

Objec tive: 
 
Provide pa rtic ipants with the ab ility to identify, measure and  ac tively manage 
market risk. Market risks a re basic a lly those due to movements in p ric es or 
vola tilities.  
 
 

Desc ription: 
 
Financ ia l Risk Management has experienc ed  a  revolution in the last dec ade 
thanks to the introduc tion of new methods for measuring  risk, pa rtic ula rly Va lue 
a t Risk (VaR). 
 
As risk management assumes an inc reasing ly c entra l role in financ ia l institutions, 
it is essentia l to p rovide p rofessiona ls with an understand ing of financ ia l risks.  
 
The c ourse examines modern risk management tec hniques c overing  the 
measurement for a  va riety of instruments and  portfolios (equity, fixed  inc ome, 
c urrenc ies) through dura tion, beta , va lue a t risk, portfolio d istribution ana lysis 
and  stress testing .  
 
 

Partic ipants: 
 
The c onc ep ts developed  in the c ourse a re essentia l for p rofessiona ls involved  in 
c orpora te financ e, treasury management, risk management, trad ing, and  
aud iting  or supervision of financ ia l institutions.  
 
 

Contents: 
 
The need for financ ia l risk management 
 

� Understand ing the ma in sourc es of market risk. 
� Deriva tives as a  tool for manag ing risk. 
� Introduc ing VAR. 
� Lessons from financ ia l d isasters. 
� Advantages and  d isadvantages of new regula tions. 
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Fac tor models as a basis for c alc ulating VAR 
 

� The na ture of vola tilities and  c orrela tions. 
� Review of best methods for estima ting  pa rameters. 
� VAR c a lc ula tion for d isc rete and  c ontinuous d istributions. 
� Case Study: the use of RAROC in Bankers Trust. 
� Case Study: c a lc ula ting  VAR for a  stoc k. 
� Calc ula tion of Basel Ac c ord  c ap ita l requirements for market risk. 

 
 
Measuring portfolio market risk with analytic a l VAR 

 
� Bac ktesting  VAR models. Model va lida tion ac c ord ing to BIS. 
� Estima ting  risk and  c orrela tions for c a lc ula ting  VAR. 
� Case Study: c a lc ula ting  VAR for a  fixed  inc ome portfolio using 

RiskMetric s methodology. 
�  Case Study: c a lc ula ting  VAR for a  hedged  fixed  inc ome portfolio. 
� “ Marg ina l VAR”  and  “ Component VAR” . 
� Preparing  VAR reports. 

 
 
Expanding the model 
 

� Mec hanisms for expand ing the ana lytic a l model to a  va riety of markets 
and  c urrenc ies.  

� Estima ting  risk and  c orrela tions. GARCH and  EWMA. 
� VAR for op tions. Using Montec arlo simula tion methods.  
� Stress Testing  and  sc enario ana lysis. 

 
 

Course coordinator: 
 
David  Murano, is Direc tor a t RiskStandard , a  spec ia lised  risk management 
c onsultanc y. With a  p rofessiona l bac kground  in interna tiona l financ e, David  has 
been Head  of Risk Management for Financ ia l Markets in the Spanish bank Banc o 
de la  Pequeña  y Med iana  Empresa , c overing  market and  c red it risk 
responsib ilities. Before a rriving  in Spa in, he developed  his c a reer in London, first in 
Nomura 's trad ing floor, whic h he joined  as a  gradua te tra inee, and  la ter in 
Mellon-Newton fund  management. He spec ia lised  in financ e in the US as pa rt of 
a  dua l degree p rogram from ESADE, the lead ing Spanish business sc hool, and  is 
an SFA Registered  Representa tive. He is member of the Globa l Assoc ia tion of Risk 
Professiona ls. 
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Recommended readings: 
 

� Va lue a t Risk: The New Benc hmark for Manag ing Financ ia l Risk. 
Philippe Jorion, 2001. Mc Graw-Hill. 

 
� RiskMetric s Tec hnic a l Doc ument or RiskMetric s Classic . Ava ilab le a t 

www.riskmetric s.c om. 
 

� Fixed  Inc ome Mathematic s, Ana lytic a l & Sta tistic a l Tec hniques.  
Frank J. Fabozzi, 1997. Mc Graw-Hill. 
 

� Amendment to the Cap ita l Ac c ord  to inc orpora te market risks 
(January 1996, upda ted  to April 1998). Basel Committee. Ava ilab le a t 
www.b is.org . 

 
 


