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Summary

The aim of this course is to provide understanding how banks and banking system work, what is banking regulation and how banks manage risk. The core of this course is risk management in banks and how banks create value-added via risk-based pricing. There is no higher math in this course.
Course materials 

1. Risk Management in Banking 2nd ed., Joel Bessis
2. Bank Asset and Liability Management, Moorad Choudry 
3. Basel Committee on Banking Supervision Publications (http://www.bis.org/bcbs/):
a. International Convergence of Capital Measurement and Capital Standards, 1998
b. Basel II: International Convergence of Capital Measurement and Capital Standards: A Revised Framework - Comprehensive Version, 2006
c. Basel III: A global regulatory framework for more resilient banks and banking systems, 2011

d. Fundamental review of the trading book: A revised market risk framework, 2013

e. Basel III: International framework for liquidity risk measurement, standards and monitoring, 2010
4. Economics of Money, Banking, and Financial Markets, Frederic S. Mishkin
5. Options, Futures and Other Derivatives 6th ed., John C. Hull

6. Value at Risk, Philippe Jorion
7. Risk Management, Michel Crouhy, Robert Mark, Dan Galai
Course requirements and grading
The course grade is sum of home assignment (20%) and final exam (80%).
Guest speakers
The course will include presentations of guest speakers from banking industry.
Course outline and readings
	Week
	Date
	Topic
	Reading

	1
	Nov 22
	The functions of banks and banking system
1. The role of banks in macroeconomic framework

2. Regulation

3. Russian banking sector overview: major players and tendencies  
	[1], [4]

	2


	Nov 29
	Major activities of a commercial bank I
1. Assets and liabilities, off-balance sheet items

2. Balance sheet report, income statement, cash-flow statement, financial indicators
	[1], [3], [4]

	3
	Dec 6
	Major activities of a commercial bank II

1. Organizational structure of a bank

2. Activities of a commercial bank
	[1], [4]

	4


	Dec 13
	Risk management framework
1. Principles of risk managements
2. Elements (processes/models/IT/people)
	[1], [7]

	5
	TBD
	Risk management: credit risk
1. Credit risk
2. Risk-based pricing
	[7]

	6


	TBD
	Risk management: market risk

1. Market risk in trading book

2. Market risk in banking book
	[2], [3d], [5], [6] 

	7


	TBD
	Risk management: other risk types

1. Liquidity risk

2. Operational risk

3. Business risk, reputational risk
	[1], [2], [3e], [7]

	8

	TBD
	Asset Liability Management
1. Funds transfer pricing: internal transfer rates, internal bank concept, mismatch income
2. Product, business-line profitability assessment
3. Hedging interest rate risk
	[2]
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