Risk Management Consultants

Market Rsk and Value at Risk Course

Objective:

Provide participants with the ability to identify, measure and actively manage
market risk. Market risks are basically those due to movements in prices or
volatilities.

Description:

Fnancial Risk Management has experienced a revolution in the last decade
thanksto the introduction of new methodsfor measuring risk, particularly Value
at Risk (VaR).

Asrisk management assumesan increasingly central role in financial institutions,
it isessential to provide professionalswith an understanding of financial risks.

The course examines modern risk management technigues covering the
measurement for a variety of instruments and portfolios (equity, fixed income,
currencies) through duration, beta, value at risk, portfolio distribution analysis
and stresstesting.

Participants:

The conceptsdeveloped in the course are essential for professionalsinvolved in
corporate finance, treasury management, risk management, trading, and
auditing or supervison of financial institutions.

Contents:

The need for financial risk management

Understanding the main sourcesof market risk.
Derivativesasa tool for managing risk.

Introducing VAR

Lessonsfrom financial disasters.

Advantagesand disadvantagesof new regulations.
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Factor modelsasa basisfor calculating VAR

The nature of volatilitiesand correlations.

Review of best methodsfor estimating parameters.

VAR calculation for discrete and continuousdistributions.

Case Sudy: the use of RAROC in Bankers Trust.

Case Sudy: calculating VARfor a stock.

Calculation of Basel Accord capital requirementsfor market risk.

Measuring portfolio market risk with analytical VAR

Backtesting VARmodels. Model validation according to BIS
Estimating risk and correlationsfor calculating VAR.

Case Sudy: calculating VARfor a fixed income portfolio using
RiskMetricsmethodology.

Case Sudy: calculating VARfora hedged fixed income portfolio.
“Marginal VAR and “Component VAR'.

Preparing VARreports.

Expanding the model

Mechanismsforexpanding the analytical modelto a variety of markets
and currencies.

Estimating risk and correlations. GARCH and EWMA.

VARforoptions. Using Montecarlo smulation methods.

SressTesting and scenario analysis.

Course coordinator:

David Murano, is Director at RiskSandard, a specialised risk management
consultancy. With a professional background in international finance, David has
been Head of Risk Management for AHnancial Marketsin the Sanish bank Banco
de la Pequefia y Mediana Empresa, covering market and credit risk
responsibilities. Before arriving in S ain, he developed hiscareerin London, first in
Nomura's trading floor, which he joined as a graduate trainee, and later in
Mellon-Newton fund management. He specialised in finance in the USaspart of
a dual degree program from ESADE, the leading Sanish businessschool, and is
an SFA Registered Representative. He ismember of the Global Association of Risk
Professionals.
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Recommended readings:

Value at Risk: The New Benchmark for Managing Fnancial Risk.
Philippe Jorion, 2001. Mc Graw-Hill.

RiskMetrics Technical Document or RiskMetrics Classic. Available at
wWww.riskmetrics.com.

Fixed Income Mathematics, Analytical & Satistical Techniques.
Fank J. Fabozz, 1997. Mc Graw-Hill.

Amendment to the Capital Accord to incorporate market risks
(January 1996, updated to April 1998). Basel Committee. Available at

www.bis.org.
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