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LOYOLA UNIVERSITY OF CHICAGO
School of Business Administration

SYLLABUS
GSB 456    

Fall Quarter 2008
Dr. Nicholas A. Lash

Management of Financial Institutions
Office: 562 Maguire 

Thursday Nights: 6:00-9:00 PM
Phone:  (312) 915-7074

Room:  140 Maguire (1 EP)
Office Hours: TH: 4 to 6 PM  

nlash@luc.edu
TTH 1:15 to 2:15 PM

And by Appointment. 

COURSE OVERVIEW:

Management of Financial Institutions is a survey of Financial Institutions including commercial banks, thrift institutions, credit unions, investment banks, finance companies, mutual funds and pension funds. Coverage will be devoted to the various Financial Institutions, their special attributes and their current trends and challenges. The course focuses on what makes Financial Institutions special and what role they play to make financial markets and the economy more efficient. By reducing transactions costs and especially intermediating risk, these institutions enhance the efficiency of the flow of funds from units having surpluses to those having shortages.  Yet, intermediating risks requires the institutions, themselves, to face various risks such as credit risk, interest rate risk, foreign exchange risk, sovereign risk, and liquidity risk.  An important aspect of the course deals with the management of these risks.
OBJECTIVE:
Upon completion of this course, students should understand the following: the critical role played by financial intermediaries in a world of imperfect information; the dramatic changes occurring throughout the financial sector, the major regulatory issues confronting financial institutions; and the financial management techniques employed to manage risk. The course also discusses issues of ethics and social justice that include, but are not limited to, the following:  lending to low-income individuals, subprime and predatory lending, fraudulently understating loan losses, and various conflicts of interest including those for rating agencies..
ATTENDANCE:  
Only certain portions of the textbook chapters will be covered.  Moreover, some topics from outside the textbook are also covered. Therefore, class attendance is especially important and is highly recommended.  PowerPoint slides of the lecture outlines will be available on “Blackboard.”  The PowerPoint slides are subject to modification, and so, the slides available on “Blackboard” should closely resemble, but not necessarily be identical to those presented in the lectures. 

Students are responsible for all announcements in class.  Exam attendance is mandatory.  Absence from exams requires a letter from a physician or an employer.  Make-up exams normally are substantially more challenging.  In the absence of proper documentation for missing an exam, points amounting to two course grades will be subtracted from make-up exam results.

TEXTBOOK:
Saunders, Anthony, and Marcia Millon Cornett, Financial Institutions Management, Irwin, 6th edition

ISBN: 978-0-07-340514-8.
GRADE DETERMINATION:
Grades are determined entirely by performance on the two examinations.  There will be a Mid-term (50 % weight) and a Final Examination (50 %). The Exams will be comprised of essay, multiple choice questions and problems.  Normally, the grade point average for a class ranges 3.0 to 3.2.

COURSE ASSIGNMENTS:
The major assignment for the course is the reading and mastering the material of the textbook.  Nonetheless, because the course surveys a large number of topics, portions of some chapters are omitted. Also, some additional topics may be covered.  Therefore, the lectures and Power Point slides can be highly useful in identifying the most relevant topics of the course.

A few homework problems (H-1 to H-5) are assigned throughout the course.  The problems and the answers are available on “Blackboard.”  As solutions are provided, the homework assignments will not be collected or graded.
	WEEK
	TOPIC
	READINGS: Chapters & Homework

	8/28
	Financial Institution Functions & Risk  
	1- 6, 7 (skim)

	9/4
	Interest Rate Risk,  Market Risk
	8 (skim), 9 (emphasize), 10 (to 276)

H-1, H-2

	9/11

	Credit Risk
	11 (to 332), 12, H-3

	9/18
	Hedging Interest Rate Risk With Derivatives
	23 (skip 709 to 715);  24 (up to 735; 743 to 751) ;  25 (skip 778-781),

	9/25
	Midterm Exam 50% -Course Grade
	

	10/2
	Loan Sales & Securitization
	26,27

	10/9
	FDIC, Capital Adequacy
	19, 20  Leverage Notes H-4

	10/16
	Product & Geographic Diversification;
	21, 22,. H-5,  23  

	10/23
	Off Balance Sheet, Liquidity, Global Finance
	13 (to 391); 17, 14, 15, 

	10/30
	Final; Exam (50% of Course Grade)
	


HOMEWORK PROBLEMS (H): (available on Blackboard)
H-1  Duration (pp. 1- 4)

H-2  Market Risk (pp.5-6)

H-3  Loans (pp. 7-10)

H-4  Risk-Based Capital (#2, pp. 11-12)

H-5 Herfindahl-Hirschman Index (#1, 11-12)
