
Financial Risk Management



Introduction



Instructor
• Instructor: Tianyang Wang (Tian)

– Ph.D., University of Texas at Austin

– Chartered Financial Analyst®

– Certified Financial Risk Manager (FRM) 

– Associate of the Society of Actuaries (ASA)

– Office Location: RW 329

– Email: Tianyang.Wang@colostate.edu

mailto:Tianyang.Wang@colostate.edu


Risk Management is Everywhere



Uncertainties in Different Industries



• Investing is the best way to secure your future. 

Protect Your Financial Security



“Investment vehicles” is just another way of 

saying "a way to invest."

Be a Good Driver of Your Portfolio



“The only alternative to risk management is crisis management --
- and crisis management is much more expensive, time consuming 
and embarrassing.”  

“Without good risk management practices, government cannot

manage its resources effectively. Risk management means more

than preparing for the worst; it also means taking advantage of

opportunities to improve services or lower costs.”

"Why Risk Management?



The Language of Randomness



Becoming a CFA



• Level I exams consists of basic knowledge and 

comprehension questions focused on investment 

tools; some questions will require analysis. 

• Level II exams emphasize more complex 

analysis, along with a focus on valuing assets. 

• Level III exams require synthesis of all the 

concepts and analytical methods in a variety of 

applications for effective portfolio management 

and wealth planning. 

CFA Structure

http://www.cfainstitute.org/programs/cfaprogram/exams/Pages/level_I_exam_prep.aspx
http://www.cfainstitute.org/programs/cfaprogram/exams/Pages/level_II_exam_prep.aspx
http://www.cfainstitute.org/programs/cfaprogram/exams/Pages/level_III_exam_prep.aspx


CFA Structure



Becoming a Financial Risk Manager
Using the FRM® to Build and

Advance Your Career

Financial Risk Manager



Emergence of the Risk Management Profession

❑Risk management profession only loosely existed 20 

years ago

❑Drivers of risk management as a profession

oNotable risk management failures

oFinancial innovation

oRisk measurement techniques

oComputational power

oRegulatory Initiatives





GARP and the FRM

As the leading professional association for risk managers, GARP's 

mission is to advance the risk profession through education, training and 

the promotion of best practices globally.

• Not-for-profit association, founded in 1996

• Over 150,000 members from 195 countries and territories

• Governed by Board of Trustees comprised of leading risk executives and researchers

• Offices in Jersey City, NJ and London

• Financial Risk Manager (FRM)

• Leading global professional designation program for risk management

• Administered by GARP since 1997

• Program objective — assess an individual’s ability to measure and manage risk in a real-
world environment

• FRM Committee comprised of senior risk managers and researchers oversee program



The FRM Journey



Academic Outreach



Course Structure



Course Goals
• The art and science of describing, analyzing, and 

managing of risk

o Collecting, Analyzing, and Interpreting Data Under Uncertainty

o Decision-Making in the Face of Uncertainty

• Learn to 
– Describe risk/return

– Analyze risk/return

– Manage risk/return

– Think critically about risk/return



• Textbooks:

• Excel

– We will focus on the use of Excel-based Modeling 

in this class.

– Instructions to access Excel, Crystal Ball



Important Dates



Presentation Schedule



o Tulip Mania (1637)

o South Sea Bubble (1720)

o Panic of 1819

o Long Depression (1873-1896)

o Panic of 1907

o Wall Street Crash of 1929

o Great Depression (1929-1939)

o Japanese Asset Price Bubble (1986-
1990)

o Black Monday (1987)

o 1991 India Economic Crisis

o 1994 Economic Crisis in Mexico 

o 1997 Asian Financial Crisis

o 1998 Russian Financial Crisis

o LTCM Bailout (1998)

o Dot-com Bubble (1997-2000)

o Argentine Great Depression (1998-
2002)

o Subprime Mortgage Crisis (2007-2010)

o Icelandic Financial Crisis (2008-2011)

o Irish Banking Crisis (2008-2013)

o European Sovereign Debt Crisis (2010-)

Financial Crisis History Presentation



• Describe the key factors that led to 

and the lessons learned from the 

following risk management case 

studies:

o Drysdale Securities (1976)

o Metallgesellschaft (1991)

o Kidder Peabody (1980, 1992-

1994)

o Barings (1994)

o Bankers Trust (1994)

o Prudential-Bache Securities 

Scandal (1993-1995)

o Morgan Grenfell Asset 

Management (1995)

o Sumitomo (1995-1996)

o Long Term Capital 

Management (LTCM) (1998)

o JPMorgan, Citigroup, and 

Enron (2001)

o Allied Irish Bank (1997-2002)

o Société Générale (2008)

o Bernard Madoff's ponzi scheme 

(2008)

o JPMorgan Chase Trading loss 

(2012)

o LIBOR scandal (2012)

Risk Management Failures Presentation



Homework and Cases
• Practice is necessary 

to become proficient 
at different 
quantitative methods.

• Click on Assignments 
and then access an 
assignment.

• Keep track of the 
DUE DATES!



Grading policy

Class participation 10%

Homework 20%

Case Studies 20%

Exam 1 25%

Exam 2 25%

Plus/Minus grading applies to this course. Grades of 90 or above will earn an A-

or better, 80 or above will earn a B- or better, etc.



Right Place at the Right Time

Fall Spring

1st 8-Weeks 2nd 8-Weeks 1st 8-Weeks 2nd 8-Weeks

Financial Statistics

Investments
Quantitative 

Methods

International 

Finance

Financial 

Engineering

Enterprise Valuation
Debt Securities

Analysis
Financial Modeling

Financial Risk 

Management



Keep it simple: Take Small Bite…


