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Examination: Final test (60%) plus workshop performance (40%)
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Prerequisites: Elements of Economics, Finance, and Financial Markets

Course content: I. Tools of Risk Management

1. Financial risk — introduction.

2. Understanding consequences of financial risk.
3. Basic measurement of risk.

4. Hedging tools.

5. Discussion of real examples of collapses resulting from mismanagement of
financial risk.

6. Description of financial crisis with emphasis on risk management issues.
Il. Behavioral Issues in Risk Management

1. Decision making under risk, uncertainty and ambiguity

2. Loss-aversion and its consequences for investment decisions

3. Intertemporal choice. Time discounting anomalies.

4. Macroeconomics and savings. Money illusion.

5. Behavioral rationality in finance: theory and anomalies. Do investors trade
too much?

6. Fairness and social preferences

Learning - Understanding consequences of financial risk,
outcomes: - Knowledge of measurement and management of financial risk,
- Familiarity with best practices in financial risk management

- Knowledge on the influence of the psychological effects on the theory of
economics and finance
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