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SYLLABUS: ECON3513 BANK MANAGEMENT

Time and Location:
e TBA

Contact Points:
e Canvas: oc.sjtu.edu.cn (A2 IE K222k FIRIEF &)

- Announcement
- Lecture notes
- Live broadcast and recorded lecture video
- Class Assignment
- Project group up sign up
- Q&A at Discussion Board

e Zoom online meeting/Tencent Meeting  (zoom A/ tH 2 1 EL %)
- Live lectures in each week during the class time (45 _EURAS E]3E4T B %)
- Meeting ID and PWD: TBA

e https://www.icoursel163.org/ (' E KZ#HIRT5)
- (Prerecorded) MOOC videos of each class CHRFETIRAMN, HTFEIFE)
- MOOC Classroom app: Interaction, survey and quizzes during the live broadcast in each week during the class
time. (55UR%E app: ELRRURIS IahZE, [, 5 LI5KGAE)
- Alternative: http://sjtu.fanya.chaoxing.com/portal (TBA) (1342 il K 2&H B T 5

Office Hour and Contact:
e The most efficient way to contact me is by email or wechat group (QR code available at Canvas), and I will usually
reply in 24 hours.
- Email: nanli@sjtu.edu.cn
*  You can also post your questions in the Discussion Board on Canvas or at icourse163.
e  Teaching Assistants: TBA

Course Objectives:

This course builds on basic financial theory and the principles courses in economics. It addresses topics that are important for
managing financial institutions in a rapidly changing international environment. Upon successful completion of the course,
student should be able to understand the role of financial institutions in the economy; explain why banks are unique, and therefore
merit special attention; to understand the analytical foundation underlying financial institutions management, and be able to use
them to analyze important financial issues, including financial crisis; be familiar with risk management techniques to deal with
the various risks banks and other financial institutions face.

Prerequisites:
e Finance

e  Money and Banking

e  Students are expected to have some background in basic economic theory (macroeconomics and microeconomics),
algebra, differential calculus, statistics, and a disposition to keep themselves informed of current developments in the
area of banking and finance.

e Note: Please make sure you have adequate background in analytics, linear algebra, statistics, economics and finance.
This is a course in finance, with focus on the risk management and quantitative analysis. This course is NOT suitable
for students without any training in economics, statistics, analytics or linear algebra.

Textbooks and References:
Textbook:

e Financial Institutions Management: A Risk Management Approach, Anthony Saunders and Marcia Cornett, 9th
edition, McGraw Hill, 2017/02/09, ISBN: 9781259717772



https://www.icourse163.org/
http://sjtu.fanya.chaoxing.com/portal
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Reference book:

e Peter S. Rose and Sylvia C. Hudgins, Bank Management and Financial Services, 9th Edition, International Edition,
McGraw-Hill, 2013 (BMFS)
- Peter S. Rose and Sylvia C. Hudgins, Bank Management and Financial Services, 9th Edition (&34l Bl

FEO -, AN ROK S H Rk
- Peter S. Rose and Sylvia C. Hudgins, Bank Management and Financial Services (1 3Chiv), 9th Edition, AL Tl
AL, 2016
e John C. Hull, Risk Management and Financial Institutions, Second Edition, Pearson, 2010

Weight of Assessment:

e  Final Exam ;o 40%

e Class Assignments o 30%

e  Presentation and Term Paper:  20%

e  (lass Participation o 10%
Warning:

o Plagiarism is taken very seriously. Students caught plagiarizing in class assignments, term paper, and/or exams in
this course have been severely penalized. Any student caught cheating in the final exam will be failed in this course
and reported to the school for further penalty.

Class Assignment:
There will be 3-4 class assignments. Students are encouraged to discuss on assignments, but each student should finish the

assignment on her or him own and hand in separate answers.

Term Paper and Class Presentation:

Students are advised to form a working group of no more than 5 students. Each group should write a term paper and present it
in the class. Each group can choose to write a paper on a case study from the list given in the syllabus or a topic related to bank
risk management. However, the topic chosen by each group is subject to the approval of the lecturer.

Note: I expect each group to apply the methods/theory learned in the class to analyze the case or topic of your choice. Simple
review of the case or literature review of a topic will result in low score.

The following questions should be addressed in your term paper if a case study is chosen,
a. What has happened and how did it happen?
b. To your opinion, what are the specific risks involved? You need to present arguments based on data or facts to support
your opinion.
c. As abank manager, what lesson in can we learn from this case?

The following questions should be addressed in your term paper if self-selected topic is chosen,
a. What is the question or problem?
b.  Why this question is important or interesting?
c. How do you address this question, i.e. empirical analysis or theoretical analysis?

Each group should prepare to present the term paper in 20 minutes with 3-5 minutes for Q&A. The presentation slides should
be submitted before the presentation.

The term paper should be no more than 20 pages with double spaces and fonts no smaller than 10pt. The data source and
references should be clearly and completely documented.

Timeline for term paper and presentation (subject to change)
1. Week 3-5: Form group and decide on term paper topic
2. Week 7: Bid for the case study and allocation of the topic.
3. Week 9-16: Presentation of term paper
4. On the day of Final Exam: Due date for term paper.
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A “Best Presentation” prize will be awarded to the group who does the best job in presentation. Each group needs to evaluate
the performance of other groups and the Best Presentation prize will be awarded to the group with highest average score from
group evaluation and lecture evaluation.

Class Participation:
Students are encouraged to actively participate in the class discussion. Such activities include good comments, questions,
articles and even pointing out flaws and typos in class material.

A “Best Question” prize will be awarded to the student who raises interesting questions and/or makes good comments in the
class or on the forum.

List of the Case Study and Research Topics:

e AIG, Allied Irish Bank, Bankers Trust, Barings Bank, China Aviation Qil, Continental Illinois, Daiwa Bank,
Lehman Brothers, LTCM, Société Générale,Washington Mutual Fund, Norther Rock, UBS Rogue Trader (2011),
Citibank in 2008

¢ Online Banking, Mobile Payment, Micro Finance, Bitcoin, FinTech, and etc.

Suggested Periodicals:

e  Asiamoney www.asiamoney.com
The Asian Wall Street Journal www.awsj.com
The Banker www.thebanker.com/
The Business Times business-times.asial.com.sg
The Economist www.economist.com
Euromoney www.euromoney.com
The Financial Times www.ft.com
The Financial Times Chinese www.ftchinese.com
The Wall Street Journal www.wsj.com

Useful Links:
e  Federal Reserve
e Federal Deposit Insurance Corporation
- FDIC Quarterly Banking Profile
- FDIC Quarterly Report
e China Banking and Insurance Regulatory Commission (4 [EI R AT {R K I BV BEZR R 4)
- Statistics (Ftit-%d)
e  China Banking and Insurance Regulatory Commission (English)
- Statistics
The People's Bank of China
The People's Bank of China (English)
Monetary Authority of Singapore
China Security Regulatory Commission
China Security Regulatory Commission(English)



http://www.asiamoney.com/
http://www.awsj.com/
http://www.thebanker.com/
http://business-times.asia1.com.sg/
http://www.economist.com/
http://www.euromoney.com/
http://www.ft.com/
http://www.ftchinese.com/
http://www.wsj.com/
http://www.federalreserve.gov/
http://www.fdic.gov/
https://www.fdic.gov/bank/analytical/qbp/
https://www.fdic.gov/bank/analytical/quarterly/
http://www.cbirc.gov.cn/cn/index.html
http://www.cbirc.gov.cn/cn/archive/9106.html
http://www.cbirc.gov.cn/web2019/english/index.html
http://www.cbirc.gov.cn/web2019/english/ybEnDocMore/9205/english.html
http://www.pbc.gov.cn/
http://www.pbc.gov.cn/english/130437/index.html
http://www.mas.gov.sg/
http://www.csrc.gov.cn/
http://www.csrc.gov.cn/pub/csrc_en/
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Course OQutlines (subject to revision):

Topic 1:
]

Specialness, Risks and Regulations of Financial Institutions

Lecture Notes 1

Case Study:

- Savings and Loan Debacles

- Bank Run and Deposit Insurance

- Video: Bank Draft of Ri Sheng Chan--Acient FinTech ([E=%4%) 20121004 HREHH—HFEIL

5]

AN
Diamond, D. W. Financial Intermediation and Delegated Monitoring, Review of Economic Studies, vol. 51 (July
1984), pp. 393-414
Douglas W. Diamond, Philip H. Dybvig, Bank Runs, Deposit Insurance, and Liquidity, Journal of Political
Economy, Vol. 91, No. 3. (Jun., 1983), pp. 401-419
FIM Chapter 1, 7, 19
FIM Appendix 19C, Deposit Insurance Coverage for Commercial Banks in Various Countries
FIM Appendix 10B: Black—Scholes Option Pricing Model
FIM Appendix 1A, The Financial Crisis: The Failure of Financial Services Institution Specialness
https://www.federalreservehistory.org/essays/savings and loan_crisis

Optional Readings:

Topic 2:

Topic 3:

Handbook of China’s Financial System, Edited by Marlene Amstad, Guofeng Sun and Wei Xiong

Hart, Oliver, and Luigi Zingales. 2011. “A New Capital Regulation for Large Financial Institutions.” American
Law and Economics Review 13 (2): 453-490.

Video: The Case For and Against Regulation by Professor Oliver Hart, 2018 Nobel Laureate Shanghai Jiao
Tong University Special, March 14, 2018.

Organization, Structure, Changing Dynamics of Banking Industry

Lecture Notes 2

Case Study:

- Mobile Payment

- Shadow Banking in China after 2008

- FinTech and Financial Regulation: Ant IPO Suspension

- Case in Video: The Crisis of Credit Visualized by Jonathan Jarvis

FIM Chapter 1-2

FIM _Appendix 2A-2D: Financial Statement Analysis, Depository Regulators, and Technology in Commercial
Banking

Nan Li, John D. Van Fleet, Why Beijing was right to rein in Jack Ma's rogue Ant Group IPO, Nikkei
Asia, Opinion, 2021/02/28

Nan Li and John D. Van Fleet, Ant’s road to redemption: How the fintech giant can save

itself, SupChina, 2021/05/18

Nan Li and John D. Van Fleet, Foreign media fail to understand China's fintech regulators, Nikkei
Asia, Opinion, 2021/10/07

P, B ROE — SRR AT, (B EESRITR) 5 12 8, 2021/06/25

Chen, K., Ren, J., and Zha, T. (2018). The Nexus of Monetary Policy and Shadow Banking in China. American
Economic Review, 108(12), 3891-3936. https://doi.org/10.1257/aer.20170133

FDIC Quarterly Banking Profile

China Banking Regulatory Commission Annual Report (in Chinese)

China Banking Regulatory Commission Annual Report (in English)

China Banking Industry Financial Institution F P {R1T V&R

Liquidity Risk and Monetary Policy
Lecture Notes 3
Case Study:


http://tv.cctv.com/2012/12/10/VIDE1355147025417308.shtml
https://www.federalreservehistory.org/essays/savings_and_loan_crisis
https://www.chinafinancialsystem.com/chapters/?from=timeline&isappinstalled=0
https://scholar.harvard.edu/hart/publications/new-capital-regulation-large-financial-institutions
http://www.acem.sjtu.edu.cn/acem/live/33770.html
http://www.iqiyi.com/w_19rqrngj7x.html#vfrm=2-3-0-1
http://jonathanjarvis.com/
http://weebly-file/9/8/6/0/98607378/appendix2.pdf
https://asia.nikkei.com/Opinion/Why-Beijing-was-right-to-rein-in-Jack-Ma-s-rogue-Ant-Group-IPO
https://supchina.com/2021/05/18/ants-road-to-redemption-how-the-fintech-giant-can-save-itself/
https://supchina.com/2021/05/18/ants-road-to-redemption-how-the-fintech-giant-can-save-itself/
https://asia.nikkei.com/Opinion/Foreign-media-fail-to-understand-China-s-fintech-regulators
https://mp.weixin.qq.com/s/OoACBfG3OXYChkcWui0rKg
https://doi.org/10.1257/aer.20170133
https://www.fdic.gov/bank/analytical/qbp/
http://www.cbrc.gov.cn/chinese/home/docViewPage/110007.html
http://www.cbrc.gov.cn/showannual.do
http://www.cbrc.gov.cn/chinese/jrjg/index.html
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Topic 4:

Topic 5:

Topic 6:

- Digital RMB and Digital Currency
FIM Chapter 1, 12, 18-19
FIM Appendix 1B, Monetary Policy Tools
FIM Appendix 18A, Federal Reserve Requirement Accounting
Nan Li and John D. Van Fleet, China's digital yuan is a transaction helper, not a Trojan horse, Nikkei
Asia, Opinion, 2021/05/03.
258, I, John D. Van Fleet, IEARTE“RBEARDS"E?  #HHEdZm, PEESMEES O,
2021/05/09
W% RTHF AR T MO EA FIBERE S Ut
China Monetary Policy Report
Monetary Authority of Singapore Monetary Policy Statement
CR P AR AT I B 1 XU B B #00:) (Commercial Bank Liquidity Risk Management Effective 2018/07/01
Published on 2018/05/23)

Interest Rate Risk
Lecture Notes 4
Case Study: Orange County Case
FIM Chapter 8-9, 22-24
FIM , Appendix 9A, The Basics of Bond Valuation
Excel File: Duration
(REMPARATRAT IR BRI XS E TR 5] (4BIT) ) (Commercial Bank Banking Book Interest Rate Risk
Management Guidance Revised Effective on 2019/01/01, Published on 2018/05/30)
(EMVBITHRIT KEAZE XS E RS (BIT) ) B (Commercial Bank Banking Book Interest Rate Risk
Management Guidance Revised Appendix Effective on 2019/01/01, Published on 2018/05/30)

VaR and Market Risk
Lecture Notes 5
Case Study: Orange County Case
FIM Chapter 13, 15-16, 22-24

(BT TR EFEIES])  (Commerical Bank Market Risk Management Guidance passed on
2004/12/16, Announced on 2004/12/29, Effective on 2005/3/1)

(T RS B AT B A AL I B HR 51) fERE AR (Internal Model for Market Risk Management 3rd
Draft 2008/12/3)

Credit Risk

Lecture Notes 6

Case Study: Credit Analysis

FIM Chapter 10-11, 22-26

FIM Appendix 10A, Credit Analysis


http://weebly-file/9/8/6/0/98607378/sau34809_app01b_001_013.pdf
http://weebly-file/9/8/6/0/98607378/sau34809_app01b_001_013.pdf
http://weebly-file/9/8/6/0/98607378/sau34809_app18a_001_003.pdf
https://asia.nikkei.com/Opinion/China-s-digital-yuan-is-a-transaction-helper-not-a-Trojan-horse
https://xhpfmapi.zhongguowangshi.com/vh512/share/9966786?isview=1&homeshow=0&newstype=1001
https://www.yicai.com/news/100770937.html
http://www.pbc.gov.cn/chubanwu/114566/115296/index.html
http://www.pbc.gov.cn/english/130727/130879/3564733/index.html
http://www.pbc.gov.cn/english/130727/130879/3564733/index.html
http://www.cbrc.gov.cn/chinese/newShouDoc/8189EEE949DB48F8993ACCCA638ED24B.html
http://www.cbrc.gov.cn/chinese/newShouDoc/8189EEE949DB48F8993ACCCA638ED24B.html
http://weebly-file/9/8/6/0/98607378/sau34809_app09a_001_009.pdf
http://weebly-file/9/8/6/0/98607378/duration.xls
http://www.cbrc.gov.cn/chinese/newShouDoc/E4071088458C4943A86D04B25AA9CAFA.html
http://www.cbrc.gov.cn/chinese/files/2018/A4E3BF86190443E385BA365F0863107D.doc
http://merage.uci.edu/~jorion/oc/case.html
http://www.cbrc.gov.cn/chinese/home/docDOC_ReadView/1123.html
http://www.cbrc.gov.cn/chinese/home/docDOC_ReadView/1123.html
http://www.cbrc.gov.cn/chinese/home/docDOC_ReadView/20081211F738C4EC3D6207CEFF183DD490634300.html
http://www.cbrc.gov.cn/chinese/home/docDOC_ReadView/20081211F738C4EC3D6207CEFF183DD490634300.html
http://weebly-file/9/8/6/0/98607378/sau34809_app10a_001_013.pdf

