








 

 

 

 
COURSE UNIT DESCRIPTION 

 
Course unit title Code 

(Financial) Risk Management  
 

Lecturer(s) Department, Faculty 
Coordinating:  
 
Other: 

Department of Mathematical Analysis 
Faculty of Mathematics and Informatics 
 

 
Study cycle Type of the course unit 
first Compulsory/Individual studies 

 
Mode of delivery Semester or period  

when it is delivered 
Language of instruction 

face-to-face 6th (spring) semester Lithuanian 
 

Requisites 
Prerequisites: Mathematical Analysis, Probability 
Theory and Mathematical Statistics 
 

Co-requisites (if relevant): 
 

 
Number of ECTS credits 

allocated (total) 
Contact hours Individual work 

5 125 48 77 

 
Purpose of the course unit: programme competences to be developed 

The aim is to develop modelling skills, ability to apply mathematical knowledge when dealing with financial risks, 
estimating losses, their probabilities, etc. Requirements of the Basle Committee for banking supervision will be 
analysed. 
Developed programme competences include: ability to effectively present information, ideas and problem solutions 
(1.1), ability to critically evaluate obtained results (2.2), ability to learn individually (3.1, 3.2), knowledge of the 
ethics standards in financial industry (3.3), ability to process various information (4.2), ability to apply mathematical 
knowledge when evaluating financial risks (5.1, 5.2) and modelling credit portfolios  (7.1, 7.2, 7.3, 7.4) 
 

Learning outcomes of the course unit Teaching and learning 
methods 

Assessment methods 

ability to recognise various risks, determine their 
origin and connection to the norms of ethical 
conduct in the financial sector 

 
discussions, demonstrations, 
group presentations, case 
studies 

tests, group presentation, 
written report, exam  

ability to compute the price of risk, its premium, 
explain the choice of an optimal portfolio based 
on utility theory 
ability to explain the principles of risk models, to 
compute needed components/parameters based 
on the latest requirements of Basle Committee 
for Banking Supervision 
ability to explain most frequently used models of 
credit risk, their theoretical basis and 
methodology, ability to classify them 



ability to individually find and analyse EU laws, 
rules and requirements regulating financial 
institutions 

 

Course content: breakdown of the topics 

Contact hours 
Individual work: time 
and assignments 
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Assignments 

1. The concept of risk. Its price and premium. 
Elements of utility theory 
 

13 2     15 1
8 

Read [1, Ch. 1], solve 
problems at the end of 
the chapter, 
individually study 
recommended 
literature 

2. Classification of financial risks. Norms of 
ethics, history lessons, supervising institutions 
and documents regulating the financial sector 
 

3      3 1
2 

Read [1, Ch. 2], 
individually study 
recommended 
literature; prepare 
group presentation 
about chosen kind of 
risk, lessons from 
history, regulations of 
the financial sector 

3. Modelling credit portfolio losses 
 

7 2     9 1
5 

Read [1,Ch 3], solve 
problems at the end of 
the chapter, 
individually study 
recommended 
literature 

4. Theoretical aspects of Bernoulli and Poisson 
models 
 

7 2     9 1
5 

Read [1,Ch.4], solve 
problems at the end of 
the chapter, 
individually study 
recommended 
literature 

5. Popular models of credit risk: KMV Portfolio 
Manager, CreditMetrics, CreditRisk+, 
CreditPortfolioView 
 

10 2     12 1
7 

Read [1,Ch.4], solve 
problems at the end of 
the chapter, 
individually study 
recommended 
literature 

Total 40 8     48 7
7 

 

 
Assessment strategy Weight 

% 
Deadline  Assessment criteria 

2 tests. Each 3 hour long test 
consists of problems. Students 
are allowed to have one sheet 
of formulas. Depending on 
difficulty, problems are given 
points. The first test covers 
topics 1-3 while the second 
covers topics 5-6 

30 (15% 
each 
test) 

during tutorial 
classes after 
corresponding 
part of the 
course is 
covered 

Standard grading scheme is applied. A grade of 10 is 
awarded if between 95 and 100% of available points 
are collected. A grade of 9 is given if between 85 and 
94% of points are collected. Similarly for grades 8 
and lower.  



Group presentation. 
Groups of 2-5 students prepare 
a presentation on a chosen kind 
of risk, history lessons that led 
to huge losses and legal 
regulation that followed.  

20 Presentations 
are scheduled 
between week 
5 and 8. 
Reports are 
due by the 
end of the 
semester 

The quality and clarity of presentation is assessed 
together with ability to involve the rest of the class 
into discussion, ability to answer questions from the 
audience. 

Final exam. 2 hour long exam 
contains closed-book 
theoretical part and an open-
book practical part, where 
students can use formula sheet. 
Depending on difficulty, 
problems are given points. 

50 during exam 
period 

Standard grading scheme is used as during tests. 

The external evaluation procedure is allowed. Previously obtained midterm exam grades and 
presentation scores are counted if they exist and suit the student. Then the grading system is the 
same as described above. Otherwise, the final exam grade is the mark for the whole course.  

 
Author Publishing 

year 
Title Issue of a periodical 

or volume of a 
publication; pages 

Publishing house or internet 
site 

Required reading 
 2011 Rizikos valdymas. 

kursui 

 Moodle at emokymai.vu.lt 

2. M.M. Jennings 2013 Ethics and Financial 
Markets: The Role of the 
Analyst 

 https://papers.ssrn.com/sol
3/papers.cfm?abstract_id=
2574744 

Recommended reading 
3. C. Bluhm, L. 
Overbeck, C. Wagner  

2003 An Introduction to Credit 
Risk Modeling 

 Chapman&Hall/CRC  

4. G.A. Holton  2004 Value-at-risk. Theory and 
Practice 

 Academic Press 

5. C. Marrison 2002 The fundamentals of risk 
measurement 

 McGraw-Hill 

6. G. Chaplin 2006 Credit derivatives: risk 
management, trading and 
investing 

 Willey 

7. M.K. Ong 2000 Internal credit risk 
models: capital allocation 
and performance 
measurement 

 Risk Books, London 

8.  2013 Europos Parlamento ir 
Tarybos Reglamentas 
(ES) Nr. 575/2013 

 http://www.lb.lt/n24924/le
xuriserv_crr.pdf 

 


