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I. ANNOTATION

The main aim of the subject ,,Risk Management” is to present the fundaments of Risk Theory
with an accent on the term “risk”, all types of risk and ways to manage the latter.

Actually, the subject is focused mainly on the investment risk, ways for its quantitative evaluation
and methods for reducing it. Two different approaches for investment risk management are taught in de-
tails — diversification by forming investment portfolio and hedging by using financial derivatives.

After completing the course, the students will have the skills to evaluate investment projects, to
identify and assess the investment risk, to form optimal portfolio of risk and risk-free assets, to recognise
and implement basic hedging instruments.

The course “Risk Management” develops the following key competencies:

o Mathematical competencies (ability to solve problems, formulate solutions, apply formulas,

models, concepts, deal with statistical data; develop mathematical thinking);

o Digital competencies (ability to search the relevant information, deal with spreadsheets and

software products);
o Entrepreneurial competencies (development of critical thinking; analytical thinking, forecast-
ing; awareness of socio-economic trends; creativity).

INLTHEMATIC CONTENT

Ne TITLE OF UNIT AND SUBTOPICS NUMBER OF HOURS
L S L.E.
Theme 1. FUNDAMENTS OF RISK MANAGEMENT 2 0

1.1. | Definition of risk. Types of risk
1.2. | Attitude to risk
1.3. | Risk management — objectives, stages, strategies
Theme 2. INVESTMENT RISK 6 6
2.1. | Investment. Investment environment
2.2. | Evaluation of investment effectiveness
2.3. | Income and return on investment
2.4. | Evaluation of investment risk
Theme 3. INVESTMENT RISK MANAGEMENT 2 2
3.1. | Risk diversification — main points
3.2. | Nature of risk hedging
Theme 4. PORTFOLIO THEORY 6 8

Portfolio of risky assets (Markowitz model). Two-asset port-
folio and multi-asset portfolio
4.2. | Portfolio of risk-free and risky assets (Tobin model)
4.3. | Capital market line. Effective and optimal portfolios
4.4. | Capital Asset Pricing Model (CAPM)
4.5. | Problems solving with MS Excel

Theme 5. INVESTMENT PORTFOLIO CONSTRUCTION 6 6
5.1. | Investment characteristics of ordinary shares
5.2. | Investment characteristics of bonds
Construction of optimal portfolio of shares, bonds and treas-

4.1.

5.3. .
ury bills
5.4. | Problems solving with MS Excel
Theme 6. PORTFOLIOS ACTIVE MANAGEMENT 2 2
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6.1. | Sharpe ratio

6.2. | Treynor-Black model
Theme 7. RISK HEDGING 6 6
7.1. | Nature and basic types of financial derivatives
7.2. | Forwards and futures

7.3. | Swaps

7.4. | Options

7.5. | Problems solving with MS Excel

Total: 30 30

III. FORMS OF CONTROL.:

extracur-
Ne TYPE AND FORM OF CONTROL Number | ricular,
hours
1. Midterm control
1.1. | Course Project / Term Homework 1 20
1.2. |Tests 2 40
Total midterm control: 3 60
2. Final term control
2.1. |Examination (test) 1 60
Total final term control: 1 60
Total for all types of control: 4 120
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