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Risk management is not a process for avoiding risk. when used well it
can actively allow an institution to take on activities that have a higher
level of risk (and therefore could deliver a greater benefit), because the

risks have been identified, are understood and are being well managed,
and the residual risk is thereby lower.

» Higher Education Funding Council for England”’} &

743l a briefing for governors and senior managers
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* RAPM * stk Adjusted Performance Measurement

# SVA . Shareholder’s Value Added
ted Return on Capital

* VaR » Value at Risk

* FIL . Expected Loss
* UL . Unexpected Loss
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Structured Finance

Credit Risk Credit Analyst Expert

Management

Portfolio Manager Model Validation

Expert
Credit Rating Credit Derivatives
Modeler Expert

Derivatives valuation

Market Risk Middle Office Expert

Management

Model Validation

Portfolio Manager Expert
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1. Core Competencies in Risk Management  III. 2lA3 &2 0l 22! XA

Risk Analysis Technique

= Mathematics

= Statistics

» Model development

= MC Simulation

= Model validation

* Programming Capability

Understanding Business/Products

= Economics

» Industrial change
= Capital Markets

* Loan Markets ‘

» Laws/Regulations

= Accounting Problem-sol

p )
RISK

Vianagemen!

g Skills and Business Insights
* Proble Ilving Skills

» Logical'way of thinking

= Comprehensive thoughts
= Business Insights

= Research Capability

PAGE 16
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FRM Curriculum

Quantitative
Analysis

Capital
Markets

Market Risk

* Bond Fundamentals

» Probability Theory

* Fundamentals of Statistics

= Monte-Carlo Simulation Method

» Derivatives

= Options

» Fixed Income Securities

* Fixed Income Derivatives

» Equity Markets

» Currencies/Commodities Markets

» Sources of risk by product type
» Hedging Linear/Non-linear risk
» Modeling Risk Factors

» VaR Methods

Credit Risk

» Default Risk
* Credit Exposure

= Credit Derivatives
= Portfolio Credit Models

Operational/
Integrated RM

= Operational Risk
= Risk Capital
= Best Practice Reports

* Firmwide Risk Management

Legal,
Accounting,
Compliance

» Legal Issues

= Accounting and Tax Issues

* Regulation of Financial Inst.
» The Basel Accord
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