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A4 Management of the bank’s interest rate risk

Seminar outline (3 days)

DAY ONE

Morning:

Interest rate risk management:

1. Risk identification and quantification.

2. Hedging techniques using primary products:

a) wholesale money markets;

b) certificates of deposit;

c) repurchase agreements.

Afternoon:

Introduction to derivatives:
1. Advantages/disadvantages.
2. Interrelationship of various derivatives.
DAY TWO

Morning:

Forward‑forward transactions:

1. Short term interest rate (“STIR”) futures.

2. Futures contracts and exchanges.

3. Three-month CME eurodollar future.

4. Use of futures.

5. Forward rate agreements.

6. Construction of hedge using FRAs.

7. Exercise on forward rate agreements.

Afternoon:

A further understanding of futures:

1. Basis risk and trading in futures.

2. Futures users.

3. Prospects for the futures markets.

4. Options on STIR contracts.

DAY THREE

Morning:

The interest rate swap:

1. The structure of interest rate swaps.

2. How swaps arbitrage between various lenders.

3. Exercises on designing and pricing interest rate swaps.

4. Interest rate swap risks.

5. Swaps mathematics.

Afternoon:

Other swap products:

1. Cross-currency swaps.

2. Uses of swaps in interest rate risk management.

3. Exercises.

4. Swaptions and their construction.

5. The reasons for short option and long option periods.

6. Uses of swaptions in interest risk management.

7. Exercises.
Copyright © 2002 Egan Associates
Copyright © 2002 Egan Associates

[image: image1.wmf][image: image2.wmf]