
Inside Risk Management
Course Objectives
· Name the risks facing financial institutions (OBJ1)
· Identify the techniques and tools used by financial institutions to manage risks (OBJ2)

· Recall the current risk management challenges facing financial institutions today (OBJ3)
· Recognize important executives responsible for risk management within financial institutions (OBJ4)
Final Test

Correct answers are in bold.

Question #1
Course Objective Met: OBJ4
Which executive committee is responsible for a financial institution’s market risk management? Select the best answer.
Global Risk Committee 
Asset/Liability Committee

Credit Risk Committee

Corporate Governance Committee

Question #2

Course Objective Met: OBJ2

What software model measures the maximum amount of loss expected for an investment portfolio under specific economic and market conditions? Select the best answer.

Variable risk (VaR) models
Value at risk (VaR) models 

Mark to market (m2m) models

Measure to market (m2M) models

Question #3

Course Objective Met: OBJ1

Which financial institution is likely to have the highest amount of trading risk? Select the best answer.

Clearing agent
Finance company

Investment bank 

Reinsurance company

Question #4

Course Objective Met: OBJ4

Which risk is often the responsibility of a financial institution’s Chief Risk Officer? Select the best answer.

Legal and compliance risk
Trading risk 

Liquidity risk

Interest rate risk

Question #5

Course Objective Met: OBJ3

What are some of the challenges facing financial institutions today as they manage information security threats? Select all that apply.

Hacking attempts 
Inadequate customer protection 

Staff stealing consumer records 

Establishing operating policies 

Question #6

Course Objective Met: OBJ2

What is the risk that a financial institution does not comply with an existing law or regulation? Select the correct answer.

Enterprise risk

Information risk

Legal and compliance risk

Strategic risk

Question #7

Course Objective Met: OBJ1

Which risk is defined as the risk that a counterparty will be unable to complete a financial transaction as promised? Select the best answer.

Operational risk
Market risk

Liquidity risk

Credit risk 

Question #8

Course Objective Met: OBJ2

Which tool is used to manage liquidity risk within a financial institution? Select the correct answer.

Network security software
ALM simulation models 

Credit derivatives

Insurance policies
Question #9

Course Objective Met: OBJ3

Which are some of the challenges related to the management of market risk? Select all that apply.

Reducing stress test modeling
Complying with the Fundamental Review of the Trading Book 

Employing VaR models 

Managing vast amounts of data 

Question #10

Course Objective Met: OBJ4

Which activity is typically the responsibility of the Corporate Treasurer? Select the best answer.

Managing the institution’s market risk 
Improving operational risk management
Hedging interest rate risk and currency risk 

Managing the institution’s day-to-day credit risk
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