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Course Objective:

Financial innovations can be broadly divided into two parts: product innovations and process innovations. This course will mainly focus on the financial product innovations. This course is to expose students to general design principles, pricing, risk management, and practices of financial product innovations in Taiwan and of international transactions. The detailed topics covered in this course are as follows:
1.  Introduction to financial innovation
· The evolution of risk management products

· Impact of the introduction of the risk management products
2.  risk management of derivatives
· Dynamic hedge
· Static hedge

· Risk measures: Value at risk, scenario analysis, standard deviation

3. Analytical tools

· Binomial methods

· Monte carlo simulation method
· Models, estimations, and model risk
4. exotic options (Asian option, lookback option, barrier option, exchange option)
5. swaps revisited (asset swap, equity swap, differential swap, cross-currency swap)
6. credit risk and credit derivatives
7. Weather, energy, and insurance derivatives
8. volatility derivatives
9. structured notes
10. How to implement risk management in the real world? (invited speaker: senior risk manager of Fubon bank)
After this course, the students are expected to be able to analyze a complex financial product such as structure notes. At the end, every student needs to choose one product from the list (TBA) to make his or her final report.
This syllabus can be downloaded from my website:

http://www.fin.ntu.edu.tw/~slchung/
Grading:
The course grades will be based on the following elements:


Exercises and summarized report

30%


Final report



40%


Presentations and Participations         30%
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