



       COURSE SYLLABUS: BECN 2504



           MANAGING RISK FOR A GLOBAL ENTERPRISE

Instructor:  Stewart E. Sutin, Ph.D.





Course Schedule: March 14-April 25; 6:20-9:20pm 

Location: 209 Mervis Hall

Office Location:  4313 Wesley W. Posvar Hall; Hours:  Tues & Thurs 11am-4pm; email:ssutin@pitt.edu; Office Phone Number: 412-648-0147

General Course Description:

Students will develop risk forecasting, evaluation and mitigation competencies needed for sustainable profitability of a global business enterprise.  Special attention will be afforded to financial markets in view of the role they have played in causing and/or  accentuating extreme behaviors of economic cycles. We will additionally evaluate whether ethical corporate conduct, and consistent support of customer and shareholder objectives can be aligned with profitability expectation of investors and financial incentives for employees.

Course Goals:

As a consequence of taking this course, students will be able to:

1. Identify and evaluate significant drivers of risk for global businesses, and methodologies applicable to risk/reward analysis.

2. Study connectivity between global commerce, trade, and capital markets.

3. Assess regional political and economic forces at play in the Americas, Europe and Asia and the business opportunities and risks they create.

4. Differentiate risk variables of concern to exporters, importers, investors and lenders.

5. Develop risk evaluation skills and the decision-making criteria appropriate to decision-making for direct foreign investment & options available to mitigate the risk of financial losses associated with exporting, investing and/or lending in foreign markets.

Course Evaluation Criteria:

20% 
Class Participation:  Global Business Risk Roundtable:  Each class session will commence with a Global Business Risk Roundtable discussion. All students will be assigned to a team. Beginning with the second class, each team and team member will comment upon global economic, financial, political or socio-cultural news from the prior week and the implications for business risks in the context of its international business operations. Teams and team members will offer a brief verbal synopsis of the events and their implications for doing business in one or more foreign markets.  The Roundtable discussions will serve as proxy for weekly meetings of the corporate risk management committee, and we will allocate the first 45 minute segment of each class to this discourse. Good sources include The Economist, BBC, New York Times, Wall Street Journal, or the Financial Times—but students are encouraged to include other sources as well. The “event”, challenge or trend may be country, industry, or company specific.  Each team member is allocated up to 5 minutes for their presentation that will include synopsis of the event/challenge and a very brief assessment of its implications for the company, thereby allowing time for interaction with other members of the class. To the extent possible, teams are expected to represent the views of the functional team to which they are assigned:


The executive/functional teams will be:

(1)  President and Chief Operating Officer of the company

(2)  President of Global Business Operations

(3)  Chief Financial Officer

(4)  Executive Vice President, Strategic Planning

(5)  Executive Vice President and Chief Economist and Investment Officer

(6)  Executive Vice President and Chief Risk & Compliance Officer

(7)  Executive Vice President, Global Sales

 40%
Written Critiques:  Individual critiques are expected to be submitted as part of the grade for this class. The portfolios will be comprised of a written critique of one book that is substantially focused on the subject matter of our course. Each critique will be from 5 to 7 pages in length, double spaced, and both must be delivered to the instructor in hard copy by April 4th.  The following guidelines will help develop your critiques:

Analyze the text 

As you read the book or article you plan to critique, the following questions may be helpful: 

· What are the author's main points? 

· What is the author's purpose?

· What are the author’s underlying theses, assumptions or biases? 

· What is your understanding of the text?

· How effectively does the author support key points with data or evidence? 

Evaluate the text 

After you have read the text, you can begin to evaluate the author's ideas. Your evaluation is expected to reflect critical thinking and not simply a summation of the text. The following questions provide some ideas to help you evaluate the text: 

· Are the main points or theses expressed in a clear and logical manner? 

· Is the text well-organized, clear, and easy to read? 

· Is there sufficient evidence or data in support of the key points? 

· Does the text help you understand the subject? 

· What are the strengths and weaknesses of the text?

· Are key and relevant issues either not addressed or presented in ways that are either unconvincing or not supported adequately with hard data?

· Does the evidence provided support the conclusions or recommendations of the author?

Grading Criteria:

      You will be evaluated for critiques based upon:

· Selectivity process: Selection criteria in choice of book

· Evidence of critical thinking and completeness of analysis in applying the analysis and evaluation criteria and guidelines provided above

· Clarity and effectiveness of written presentations

· Thoughtful application of the guidelines provided above

40% Final Examination: Each student will take a comprehensive final examination on April 25th. The examination will cover required readings, and the content of class discussions. The examination will be “open book”, but all tests are expected to be turned in to the instructor no later than 9:20pm--the normal end of our class session--unless special arrangements are agreed upon in advance with the instructor pursuit with the note below regarding disabilities. 

Students who need special accommodations due to disability are asked to notify the instructor and the University Office of Disability Resources and Services, 216 William Pitt Union, so that a determination can be made as soon as possible as to how the student may be assisted.

Academic Integrity:  University guidelines on academic integrity will be applicable to written presentations.

It is the student’s responsibility to notify both the instructor and the Katz Graduate School of Business Administration of their intent to drop the course should the decision be made to do so.

Readings:

Krugman, Paul ( 2008) The Return of Depression Economics and the Crisis of 2008. W.W. Norton & Co.

Crouhy, Michael; Galai, Dan; and Mark, Robert (2006). The Essentials of Risk Management. McGraw-Hill (referred to a C,G&M in Readings)

Instructional Methodology:

Classes will be highly interactive. Team breakout sessions will be utilized to further analytical thinking and team building skills. Student participation by means of questions, comments and expressions of concern are encouraged by the instrtuctor.

Class One    March 14    The Context for Risk Management    

· Review course syllabus, learning objectives, student performance expectations

· Geo-political, economic, and socio-cultural context

· Core Objective of Risk Management: Sustainability
· Strategic and revenue considerations 
· Discuss systemic risks: causes & implications of prior and current global economic crisis
· Relevance of the current financial sector crisis to global business operations
Readings:

Krugman, Introduction and Chapters 1-5

Class Two  March 21    “Asset Bubbles & Risk Management”
· What is an “asset bubble”? Why should operating and service companies be concerned by their emergence? 

· Relevance of the current financial sector crisis to global business operations
· Categories of risk and lead indicators

· Risk/Return on Investment: Theory and Practice
· Types of International Operations: Direct exporting, foreign distribution, strategic alliances, joint ventures and wholly-owned operations (branches or subsidiaries), acquisitions or de novo investments, lending/debt holders & risks/rewards associated with each
Readings:

Krugman, Chapters 6-9

C,G,&M, Chapters 1 & 5

Class Three   March 28     Basic international Business Operations & Risk Management

· “Risk management cultures”: leadership, policies & practices

· Stress testing: periodic examination of assumptions & portfolio exposures

· Country risk analysis & benchmarking

· Sources of Information

· Balancing opportunity & risk: organizational processes and structure

· Risk adjusting return on assets/capital at risk

Readings:

C,G & M; Chapters 2,4

Class Four   April 4   Risk Analysis: An Overview

· Risk Analysis Models: Lead indicators of risk: what are they? How to apply these tools?

· Credit risk analysis

· Foreign exchange risk analysis

· Financial system risk analysis

· Trading desk risk analysis: derivatives and hedging

· Risk Evaluation, Mitigation and/or Avoidance 

Readings:

C,G & M. Chapters 6, 10, 11

Class Five  April 11  Banking Regulations and Financial Crises

· Lessons learned from past and current crises
· Retrospective: Latin American debt crisis, U.S. Savings & Loan Crisis (Real Estate Part I), Asian currency crisis, Hi Tech equity bubble, derivatives (Real Estate Part II)—implications for future behaviors and decision-making
· Current State, Future Possibilities & Sources of Concern
Readings:

C, G&M. Chapters 3, 14, 15

Class Six  April 18   Asset-Liability Management: Risk Perspective

· Emerging markets

· Mature Markets

· Operating Risk Revisited

· Value @ Risk

· Stress Testing 

· Portfolio Management, Stress Testing & Granularity

Readings:  C,G&M. Chapters 7,8, 13

Class Seven  April   25  Final Examination


