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Applied Banking 
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Abstract 

This elective course covers some key themes in the commercial banking industry, including the impact 

of central banks and regulation. We will focus on value creation, pricing and risk management issues.  

Prerequisites: Microeconomics, Macroeconomics, Financial Economics 

Learning Objectives and Outcomes 

The discipline is intended to provide a framework for students to understand the sources of the revenue 

and fragilities of commercial banks as a basis for decisions and future work in economic and financial 

turbulence. 

The student should be able to apply professional knowledge and skills acquired while studying the 

course in practical areas, including academic research, work in financial institutions, industry, state 

governance. 

Methods of instruction 

The course program consists of: 
- Interactive lectures, 
- Banking simulation game, 
- regular self-study that includes the work on home assignment. 
 
Grading System and Knowledge Assessment 
 
The cumulative final grade is comprised of: 

 2 home assignments (15% each); 

 banking simulation game analysis (20%); 

 exam (50%). 

You may discuss assignments with other students but you should write up each individually. 
Participation is not required except for banking simulation game. 

Sample materials for knowledge assessment are available in ICEF Information system at   
https://icef-info.hse.ru.   

Required reading 

 Economics of money, banking and Financial markets, by Frederic S/ Mishkin 

Optional reading 

 Bank asset and liability management, by Moorad Choudry 
 Strategic risk management in an interconnected world, by Kroszner 

 

https://icef-info.hse.ru/
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Special Equipment and Software Support 

Laptop, projector, Internet connection 

MS Word, MS Excel 

 

Course plan 

1. Introduction to Banking 
 Origins and history of first banks 
 The role of banks and regulation, expansion of credit 
 Balance sheet 

 Income statements 
 Financial indicators 
 Risk management framework 

2. Liquidity management 
 Banking system: participants and liquidity 
 Measures 

 Basel requirements 
 Management in on-going and crisis scenarios 
 History of bank runs 

3. Capital management 
 The goal of capital requirements 

 Measures 
 Basel requirements 
 Capital management 
 Examples (Why CBR have closed 25% of banks?) 

4. Interest rate and FX risk managements 
 Sources of IRFX risks 
 Measures (regulatory and economic measures, gaps, behavioural adjustments, 

stress-tests) 
 Goals and strategies 
 Management (limits, hedging, balance and market instruments) 
 Examples (FX explosion in Russia in 1998 and 2014) 

5. IR&FX cases, retail banking 

 IR&FX cases: Paul Volcker, the deal of Savings and Loans (3-6-3 model) and the 

birth of interest rate derivatives 

 Basic tendencies and major retail players in Russian market 

 Competition from retailers, POC banking 

 Client segmentation 

 Product development 

 Facebook, Google and mobile operators vs banks 

6. Pricing models and some principles of estimation banking products efficiency 

 Funds transfer pricing: internal transfer rates and internal bank concept 

 Basic principles of product pricing: funding and risk components, capital charges 

 Basic principles of estimation banking products efficiency: scenario analysis, 
balance sheet dynamic modelling, cannibalization effect 
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 Example: loan pricing 

7. The past and the future of money and banking 
 What is better for banks: high rates or low rates? 
 What is money? 
 Digital currencies 
 Current trends in Fintech 

 

 

 

 

 

 


