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Professor: Dr. Latha Shanker
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Course Description

This course addresses exchange-traded as well as over-the-counter derivatives such as
futures, options, and swaps. The institutional characteristics of futures markets, such as margin
requirements and price limits, which have received much attention from policy-makers world-
wide, since the stock market crash of October 1987, are discussed. The use of derivatives in risk
management by corporations and financial institutions is examined. Innovations in risk
measurement and management such as value at risk and credit risk models are analyzed. Capital
adequacy regulations under the Basle accord, regulatory capital arbitrage by banks and the sub-
prime mortgage crisis are studied.

Objectives of course and associated pedagogy

One objective of the course is to make the student extremely knowledgeable in the area
of derivatives so that he/she can confidently use them in his/her future employment. This
objective is met through discussions of related journal articles. Each week, three articles will be
presented in detail by three students. The remaining students are expected to participate in the
discussion of these articles.

A second objective of the course is to provide the student a practice run at developing an
M. Sc. Thesis. This is achieved by requiring that each student develop a research proposal on a
topic on derivatives, provide an oral presentation of the proposal in class in one of the last two
meetings of the class, as well as provide a written proposal to me. The format of the research
proposal should be as follows:

1) Statement of the problem to be addressed by the research
2) Significance of the research
3) Literature review

4) Research methodology

a) Data to be used

b) Analytical methods to be used and hypotheses to be tested
5) References



Course Evaluation

Article presentation and write-up 20%
Midterm (take home) 20%
Research proposal presentation and write-up 20%
Final Examination (take home) 20%
Class participation 20%

The midterm and final examination will be based on the journal articles.

Grading Correspondence

A+ = 94-100
A = 87-93
A- = 80-86
B+ = 77-79
B = 73-76
B- = 70-72
C = 60-69
F = <60
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ACADEMIC INTEGRITY AND THE ACADEMIC CODE OF CONDUCT

The Code of Conduct (Academic) at Concordia University states that “the integrity of University
academic life and of the degrees, diplomas and certificates the University confers is dependent
upon the honesty and soundness of the instructor-student learning relationship and, in particular,
that of the evaluation process. As such, all students are expected to be honest in all of their
academic endeavours and relationships with the University,” (Academic Code of Conduct, art. I)
Graduate Calendar, 2009-2010).]

All students enrolled at Concordia are expected to familiarize themselves with the contents of
this Code. You are strongly encouraged to read the pertinent section in the 2009-2010 Concordia
Graduate Calendar Graduate Calendar, which provides useful information about proper academic
conduct.

DISCLAIMER
The instructor reserves the right to change or update this outline, and any other course related
materials, as required. The student will be informed in a timely manner through First Class
and/or announcements during class.




Course schedule

Date in 2010 Articles discussed

January 7 Introduction to course

January 14 1-3

January 21 4-6

January 28 7-9

February 4 10-12

February 11 13-15

Midterm made available to students

February 18 16-18

Completed midterm to be submitted to me

Midterm break Feb

ruary 22 through February 26

March 4 19-21
March 11 22-24
March 18 25-27
March 25 28-30
April 1 Presentation of research proposal by students
April 8 Presentation of research proposal by students

Written proposal due from all students
Final examination made available to students

Completed final is to be submitted to me 1 week later in my office

The above is a tentative assignment of the course material to the meetings and may be adjusted
over the term, if the pace of addressing the course material, which may vary across different
classes for various reasons, makes this necessary.




