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© Neev Knowledge Management – Pristine
 Agenda
 • About Us• Understanding the FRM Examination Structure• Introduction to Value-at-Risk
 – Introduction to VaR– Calculating Simple VaR– VaR for Linear & Non-Linear Assets– Marginal VaR
 • Complete Offering & Registration• Next Seminar
 2 www.edupristine.com
 Seminar MaterialNot for Sale
 Understanding the FRM Examination Structure
 2
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Pristine has been started by professionals with diverse experience in financial services, IT and Auto who are alumnus of IITs & IIMs
 Pristine
 Founded with an aim of creating world class professionals in the area of finance particularly risk management and investment banking
 Topic Expert Model (TEM ) – Industry professionals bring invaluable industry perspective for students. Pool of 300+ working professionals as active faculty members with the likes of FRM regional directors, Presidents of various banks
 Testimonial - 53% of the students join us on the basis of referral is a testimonial of the effective training methodologies
 Effective training methodologies to improve the performance of the students and enhance the employability
 © Neev Knowledge Management – Pristine 3 www.edupristine.com
 Seminar MaterialNot for Sale
 Pristine has been started by professionals with diverse experience in financial services, IT and Auto who are alumnus of IITs & IIMs
 PristineClassroom/ Online delivery (synchronous and asynchronous) – To increase reach and improve efficiency of learning. Conducted 15+ batches with over 300 hours of recorded content
 Innovative content – To improve understanding & learning capability of students. VisualizeFRM, VisualizeFRM as one of the best selling products
 Founded with an aim of creating world class professionals in the area of finance –particularly risk management and investment banking
 Effective training methodologies to improve the performance of the students and enhance the employability
 3
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Key Authorization
 FRM Institute (2010-11)Authorized Training provider – FRM
 Pristine is now the authorized training provider for FRM Exam trainings . Pristine is largest training provider for FRM in India with presence across seven major cities.
 FPSB India (2010-11)Authorized Training provider -CFP
 An authorized Education Provider for Chartered Financial Planner Charter.
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 GARP (2007-10)Authorized Training provider -FRM
 Largest player in India in the area of risk management training. Trained 1000+ students in risk management
 PRMIA (2009-10)Authorized Training provider – PRM/ APRMSole authorized training for PRM Training in India. Largest player in India in the area of risk management training. Trained 1000+ students in risk management
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Key Associations*
 Bank Of America Continuum Solutions (2010)Financial Modeling in Excel
 Associates were trained on valuation and mergers and acquisitions
 J. P. Morgan (2010)Financial Modeling in Excel
 The Real Assets Group were trained in Excel for infrastructure and real
 modeling
 Franklin TempletonFRM (2010)
 Students were facing a gap in the overall understanding of finance topics like corporate finance, FSA and valuation. Provided training for over 100 hours to bridge the gap
 Credit-Suisse India (2009)Risk Management and Quant. AnalysisIT Professionals of Creditwere trained on risk management.
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 HSBC (2008)Risk Management and Quant. AnalysisNew joinees in HSBC had a gap in knowledge of Risk Management and quantitative skills. Conducted trainings (On campus) to bridge the gap
 *Indicative List
 Mizuho (2010)Financial Modeling in Excel
 Bankers were using excel models that they could not understand. Conducted financial modeling in Excel trainings to
 bridge the gap
 J. P. Morgan (2010)Financial Modeling in Excel
 The Real Assets Group were trained in Excel for infrastructure and real-estate
 modeling
 Suisse India (2009)Risk Management and Quant. AnalysisIT Professionals of Credit-Suisse India were trained on risk management.
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…Key Associations
 IIM Calcutta (2010) Financial Modeling in Excel
 Students about to go for internships and join jobs found a gap in their grasp of
 knowledge of excel for financial modeling. Conducted training for 75+
 students with an average rating of 4.5+
 IIT Delhi (2009)Corporate finance
 Students get placed in finance companies (UBS, GS, MS, etc) with no understanding of the subject/ Job Profile. Conducted workshop to bridge the gap
 Sydenham College (2009)Financial Modeling in Excel
 Students about to join jobs found a gap in their grasp of excel for financial modeling. Conducted 40+ hours of training and helped students be ready for job
 FMS Delhi (2010) Financial Modeling in Excel
 Final Year MBA students of Faculty of Management Studies, Delhi University were trained in financial modeling so as
 to prepare them better for a job in finance.
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 IIM Calcutta (2010) Financial Modeling in Excel
 Students about to go for internships and join jobs found a gap in their grasp of
 knowledge of excel for financial modeling. Conducted training for 75+
 students with an average rating of 4.5+
 BITS Pilani (2009)Workshops on Basics of Finance
 Most of the students desire a career in finance. Conducted training for 350+ students with an average rating of 4.5+
 Sydenham College (2009)Financial Modeling in Excel
 Students about to join jobs found a gap in their grasp of excel for financial modeling. Conducted 40+ hours of training and helped students be ready
 NISM (2008)Derivatives workshop for Hedging
 Corporate in Ludhiana incurred huge losses because of derivative trades (for hedging). Conducted trainings for directors and CFOs for better understanding of derivative products
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Trainer – Pawan Prabhat
 – Has experience in the area of risk management and investment banking. He has worked in the area of risk management and investment banking.
 – Co-founder of Pristine and has earlier worked in senior management positions in Crisil- a Standard & Poors Company and Standard Chartered Securities. He has also worked in the IT industry in companies like Geometric Software and Wipro.
 – Has successfully managed various IPOs worth more than 300 crores and has been the main point of contact with the promoters and the funds. Some of the IPOs in which has played instrumental roles are• Insecticide India• Nitin Fire• Nelcast• Barak Valley• Precision Pipes• Indowind
 – MBA from IIM Indore and is a B. Tech from IIT Bombay in mechanical engineering. Has published research paper and has comanagement in national finance daily
 – He is an avid reader and has been involved in dramatics, quizzing and bridge.
 7 www.edupristine.com
 Seminar MaterialNot for Sale
 Has experience in the area of risk management and investment banking. He has worked in the area of risk management and investment banking.
 founder of Pristine and has earlier worked in senior management positions a Standard & Poors Company and Standard Chartered Securities. He
 has also worked in the IT industry in companies like Geometric Software and
 Has successfully managed various IPOs worth more than 300 crores and has been the main point of contact with the promoters and the funds. Some of the IPOs in which has played instrumental roles are
 MBA from IIM Indore and is a B. Tech from IIT Bombay in mechanical engineering. Has published research paper and has co-authored articles on risk management in national finance daily- Hindu Business LineHe is an avid reader and has been involved in dramatics, quizzing and bridge.
 7
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FRM – Your Interest in Risk Management
 • FRM charter provides you with a strong foundation in risk management. • It is one of the top skill sets and offers excellent visibility and outstanding earning potential.
 – Currently over 24,000 FRM holders across the globe– Presence in more than 90 countries– Wide acceptance as seen from the fact that 48 out of the top 50 banks employ FRM holders– FRM holders also find employment in more than 36 industry sectors
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 FRM charter provides you with a strong foundation in risk management. It is one of the top skill sets and offers excellent visibility and outstanding earning potential.
 Currently over 24,000 FRM holders across the globe
 Wide acceptance as seen from the fact that 48 out of the top 50 banks employ FRM holdersFRM holders also find employment in more than 36 industry sectors
 * GARP website
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© Neev Knowledge Management – Pristine
 Agenda
 • About Us• Understanding the FRM Examination Structure• Introduction to Value-at-Risk
 – Introduction to VaR– Calculating Simple VaR– VaR for Linear & Non-Linear Assets– Marginal VaR
 • Complete Offering & Registration• Next Seminar
 9 www.edupristine.com
 Seminar MaterialNot for Sale
 Understanding the FRM Examination Structure
 9
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Way to FRM
 • The FRM exam comes in two parts FRM Part I and Part II. Each exam is of 4 hours in length.• The exams are administered on the third Saturday of May and November annually.• The Part I is administered in the morning and Part II in the afternoon
 – The Part I exam is composed of multiple-choice questions with four answers and 100 questions– The Part II exam is composed of multiple-choice questions with four answers and 80 questions
 • The passing percentage is based on the ratio of the absolute score of the top 5% quantile• A pass/fail is conveyed to the FRM candidates. • A minimum of 2 years of relevant work experience is required for the FRM certification
 Key to crack FRM Level I is by doing well in Valuations & Financial Market Products
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 The FRM exam comes in two parts FRM Part I and Part II. Each exam is of 4 hours in length.The exams are administered on the third Saturday of May and November annually.The Part I is administered in the morning and Part II in the afternoon
 choice questions with four answers and 100 questionschoice questions with four answers and 80 questions
 The passing percentage is based on the ratio of the absolute score of the top 5% quantileA pass/fail is conveyed to the FRM candidates. A minimum of 2 years of relevant work experience is required for the FRM certification
 Key to crack FRM Level I is by doing well in Valuations & Financial Market Products
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Course Structure
 Topic Area Foundation of Risk ManagementQuantitative AnalysisFinancial Markets and ProductsValuation and Risk Models
 © Neev Knowledge Management – Pristine
 Topic Area Market Risk Measurement & Management
 Credit Risk Measurement & Management
 Operational & Integrated Risk Management
 Risk Management & Investment Management
 Current Issues
 Requires 200-250 Hours of studies
 www.edupristine.com
 Seminar MaterialNot for Sale
 Part I of Risk Management 20%
 20%30%30%
 Part II Risk Measurement & Management 25%
 Risk Measurement & Management 25%
 Operational & Integrated Risk Management 25%
 Risk Management & Investment Management 15%
 10%
 250 Hours of studies
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Fees Structure Part I - Deadlines
 © Neev Knowledge Management – Pristine 12
 Registration Opens on December 1, 2010 for these two administrations
 21-May-11
 Early Past Deadline Dec. 1, 2010
 Standard Feb. 1 - Feb 28, 2011 Aug. 1 - Aug. 31, 2011
 Late March 1 - April 15, 2011 Sept. 1 -
 New Candidate Fee (USD $)
 2011 Exam Part I Early Standard Late
 Enrollment Fee $ 300 $ 300 $ 300
 Exam Registration Fee
 $ 350 $ 475 $ 650
 Total $ 650 $ 775 $ 950
 * From GARP website
 www.edupristine.com
 Seminar MaterialNot for Sale
 12
 Registration Opens on December 1, 2010 for these two administrations
 19-Nov-11
 Dec. 1, 2010 - July 31, 2011
 Aug. 31, 2011
 Oct. 15, 2011
 Returning Candidate Part I Fee ( USD $)
 Late Early Standard Late
 $ 300 n/a n/a n/a
 $ 650 $ 350 $ 475 $ 650
 $ 950 $ 350 $ 475 $ 650
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© Neev Knowledge Management – Pristine
 Agenda
 • About Us• Understanding the FRM Examination Structure• Introduction to Value-at-Risk
 – Introduction to VaR– Calculating Simple VaR– VaR for Linear & Non-Linear Assets– Marginal VaR
 • Complete Offering & Registration• Next Seminar
 13 www.edupristine.com
 Seminar MaterialNot for Sale
 Understanding the FRM Examination Structure
 13
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Introduction to Risk
 • Risk can be broadly defined as the degree of uncertainty about future net returns– Credit risk relates to the potential loss due to the inability of a counterpart to meet its obligation– Operational risk takes into account the errors that can be made in instructing payments or settling
 transactions– Liquidity risk is caused by an unexpected large and stressful negative cash flow over a short period– Market risk estimates the uncertainty of future earnings, due to the changes in market conditions
 • Broadly the standard deviation of the variable measures the degree of risk inherent in the variable. • Say the standard deviation of returns from the assets owned by you is 50% and the standard
 deviation of returns from assets I own is 0%. We can say that risk of my assets is zero.
 I own risk-less assets as the standard deviation of returns
 of my assets is 0%
 www.edupristine.com
 Seminar MaterialNot for Sale
 Risk can be broadly defined as the degree of uncertainty about future net returnsCredit risk relates to the potential loss due to the inability of a counterpart to meet its obligationOperational risk takes into account the errors that can be made in instructing payments or settling
 Liquidity risk is caused by an unexpected large and stressful negative cash flow over a short periodMarket risk estimates the uncertainty of future earnings, due to the changes in market conditions
 Broadly the standard deviation of the variable measures the degree of risk inherent in the variable. Say the standard deviation of returns from the assets owned by you is 50% and the standard deviation of returns from assets I own is 0%. We can say that risk of my assets is zero.
 14
 My assets are very riskyas the standard deviation ofreturns of my assets is 50%.
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Value at Risk (VAR)
 • Value at Risk (VaR) has become the standard measure that financial analysts use to quantify this risk• VAR represents
 – Maximum potential loss in value of a portfolio of financial instruments – With a given probability – Over a certain horizon.
 • In simpler words, it is a number that indicates how much a financial institution can lose with probability (p) over a given time horizon (T).
 • Say the 95% daily VAR of your assets is $120, then it means that out of100 days there would be 95 days when your daily loss would be less than $120. This implies that during 5 days you may lose more than $120 daily.
 There may be a day out of 100 when your loss is $5000,which means VAR doesn’t tell anything about the extent to which we can lose
 www.edupristine.com
 Seminar MaterialNot for Sale
 Value at Risk (VaR) has become the standard measure that financial analysts use to quantify this risk
 in value of a portfolio of financial instruments
 In simpler words, it is a number that indicates how much a financial institution can lose with probability
 Say the 95% daily VAR of your assets is $120, then it means that out of100 days there would be 95 days when your daily loss would be less than $120. This implies that during 5 days you may lose
 15
 There may be a day out of 100 when your loss is $5000,which means VAR doesn’t tell anything about the extent to which we can lose
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Visualizing VAR
 Mean = 0
 0
 0.05
 0.1
 0.15
 0.2
 0.25
 0.3
 0.35
 0.4
 0.45
 -4 -3 -2 -1 0 1
 Probability
 • There is 5% probability that the losses will lie in the colored area i.e. more than the VAR number.
 • The colored area of the normal curve constitutes 5% of the total area under the curve
 www.edupristine.com
 Seminar MaterialNot for Sale
 Confidence (x%)
 ZX%
 90% 1.28
 95% 1.65
 97.5% 1.96
 99% 2.32
 2 3 4
 95% daily-VAR
 Z values
 There is 5% probability that the losses will lie in the colored area i.e. more than the VAR
 The colored area of the normal curve constitutes 5% of the total area under the curve
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Visualizing VAR
 Mean Return = $100 0
 0.05
 0.1
 0.15
 0.2
 0.25
 0.3
 0.35
 0.4
 0.45 Probability
 VAR= $ 2
 Standard Deviation = $ 50Mean = $100
 • Value at-risk need not always imply a loss(negative number), it basically compares return with a benchmark return
 • VAR gives you the a number below which the return is possible with a given probability called as its significant level
 • The colored area of the normal curve constitutes 5% of the total area under the curve, which gives the probability that return would be less than VAR (which is $2)
 www.edupristine.com
 Seminar MaterialNot for Sale
 Mean Return = $100
 Confidence (x%)
 ZX%
 90% 1.28
 95% 1.65
 97.5% 1.96
 99% 2.32
 95% daily-VAR
 Z values
 risk need not always imply a loss(negative number), it basically compares return
 VAR gives you the a number below which the return is possible with a given probability
 The colored area of the normal curve constitutes 5% of the total area under the curve, which gives the probability that return would be less than VAR (which is $2)
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Measuring Value-at-Risk (VAR)
 – ZX% : The normal distribution value for the given probability (x%) (Standard normal distribution has mean as 0 and standard deviation as 1)
 – σ : Standard deviation (volatility) of the asset (or portfolio)
 VAR
 0
 0.1
 0.2
 0.3
 0.4
 0.5
 -4 -2 0 2 4
 www.edupristine.com
 Seminar MaterialNot for Sale
 : The normal distribution value for the given probability (x%) (Standard normal distribution has mean
 : Standard deviation (volatility) of the asset (or portfolio)
 *%)( %% XX ZinVAR
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Question 1
 • Asset daily standard deviation is 1.6%• What is VaR (%) at 99% confidence?
 A. 3.73%B. 2.73%C. 2.63%D. 1.6%
 • Hint: Z value corresponding to 99% confidence is 2.33
 www.edupristine.com
 Seminar MaterialNot for Sale
 Hint: Z value corresponding to 99% confidence is 2.33
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Measuring Value-at-Risk (VAR)
 • VAR for n days can be calculated from daily VAR as:
 • This comes from the known fact that the n-period volatility equals 1square root of number of periods(n).
 (in VaR %)(in VaR VaR)(daily days)(n
 Asset ** Z %)(in VaR X%days)(n
 www.edupristine.com
 Seminar MaterialNot for Sale
 VAR for n days can be calculated from daily VAR as:
 period volatility equals 1-period volatility multiplied by the
 n * %)(in
 n * ValueAsset
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Question 2
 • Asset daily standard deviation is 1.6%• What is VaR (%) at 99% confidence?• What is the VaR value for 10 day VaR?
 A. 2.3%B. 3.73%C. 11.7%D. 5.5%
 www.edupristine.com
 Seminar MaterialNot for Sale
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• As the volatility of the portfolio can be calculated from the following expression:
 • The above written expression can also be extended to the calculation of VAR:
 Measuring Value-at-Risk (VAR)
 w2w w a2b
 2b
 2a
 2aportfolio w
 (%VAR w )(%VAR %)(in VaR 2b
 2a
 2aportfolio w
 www.edupristine.com
 Seminar MaterialNot for Sale
 As the volatility of the portfolio can be calculated from the following expression:
 The above written expression can also be extended to the calculation of VAR:
 * * *w abbab
 *)(%VAR *)(%VAR *w2w)(%VAR ab2
 b2
 aba2
 b
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Question 3
 • What is the daily portfolio VaR at 97.5% confidence level?– Investment in asset A is Rs. 40 crs– Investment in asset B is Rs. 60 crs– Volatility of asset A is 5.5% and asset B is 4.25%
 – Calculate Portfolio VaR if correlation between A and B is 20% ?
 A. 3.73%B. 3.69%C. 7.22%D. 9.22%
 Hint: Z value corresponding to 97.5% confidence is 1.96
 www.edupristine.com
 Seminar MaterialNot for Sale
 at 97.5% confidence level?
 if correlation between A and B is 20% ?
 Hint: Z value corresponding to 97.5% confidence is 1.96
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Extended Question 3.1
 • Portfolio VaR if – If correlation between A and B is Zero?– What if correlation is 1 ?– Or if -1 ?
 www.edupristine.com
 Seminar MaterialNot for Sale
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Measuring Value-at-Risk (VAR)
 • VAR in absolute terms is given as the product of VAR in % and Asset Value:
 • This can also be written as:
 ValueAssetinVARVAR X *%)(%
 ValueAssetZVAR X **%
 www.edupristine.com
 Seminar MaterialNot for Sale
 VAR in absolute terms is given as the product of VAR in % and Asset Value:
 Value
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Question 4
 • Market Value of asset $10 million• Daily variance is 0.0005• What is the annual VaR at 95% confidence with 250 trading days in a year?
 A. $ 5.83 millionB. $ 0.13 millionC. $ 2.83 million D. $ 12.83 million
 Hint: Z value corresponding to 95% confidence is 1.65
 www.edupristine.com
 Seminar MaterialNot for Sale
 What is the annual VaR at 95% confidence with 250 trading days in a year?
 Hint: Z value corresponding to 95% confidence is 1.65
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Question 5
 • For an uncorrelated portfolio what is the VaR if:– VaR asset A is $ 10 million– VaR asset B is $ 20 million.A. $ 22 millionB. $ 12 millionC. $ 24 million D. $ 14 million
 www.edupristine.com
 Seminar MaterialNot for Sale
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Value-at-Risk Measurement Methods
 VAR
 Local Revaluation Method
 Delta Normal Method
 Historical Simulation
 www.edupristine.com
 Seminar MaterialNot for Sale
 28
 Full Revaluation Method
 Monte Carlo Simulation
 Historical Simulation
 Going Forward you should study …
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Delta Normal VAR: Linear and Non-Linear Assets
 • Linear: When the value of the delta is constant for any change in the underlying. – Primarily in the case of fixed income securities we have linear assets.– The method to calculate VAR for linear assets is called Delta Normal method– Delta Normal method assumes that the variables are normally distributed
 • Non Linear: When the value of the delta keeps on changing– Options are non-linear assets, where delta-normal method cannot be used as they assume the linear
 payoff of the assets.– To calculate the VAR for non-linear assets, full revaluation of the portfolio needs to be done.– Monte Carlo methods or Historical Simulation are commonly used to fully revaluate the portfolio.
 www.edupristine.com
 Seminar MaterialNot for SaleLinear Assets
 for any change in the underlying. we have linear assets.
 The method to calculate VAR for linear assets is called Delta Normal methodDelta Normal method assumes that the variables are normally distributed
 delta keeps on changing with the change in the underlying asset. normal method cannot be used as they assume the linear
 linear assets, full revaluation of the portfolio needs to be done.Monte Carlo methods or Historical Simulation are commonly used to fully revaluate the portfolio.
 Going Forward you should study …

Page 30
                        

Delta Normal VAR: VaR for Linear Derivatives
 • Linear Derivatives: Payoff diagrams that are linear or almost linear:– Forwards, futures
 • Delta of Derivative: Change in price of Derivative to change in underlying asset• For example:
 – The permitted lot size of S&P CNX Nifty futures contracts is 200 and multiples thereof.– So VAR of Nifty Futures contract is 200 * VAR of Nifty Index
 UnderlyingDerivativeLinear VARVAR *
 kShare/asset price
 0
 Payoff
 Long position
 www.edupristine.com
 Seminar MaterialNot for SaleDelta Normal VAR: VaR for Linear Derivatives
 Linear Derivatives: Payoff diagrams that are linear or almost linear:
 Delta of Derivative: Change in price of Derivative to change in underlying asset
 The permitted lot size of S&P CNX Nifty futures contracts is 200 and multiples thereof.So VAR of Nifty Futures contract is 200 * VAR of Nifty Index
 FactorRiskUnderlying
 Share/asset price
 linear
 Going Forward you should study …
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Delta Normal VAR: VaR for Non-Linear Derivatives
 • Main reason for difference is the shape of the payoff curve
 • For Delta Normal VaR– A linear approximation is created– Approximation is an imperfect proxy for the portfolio– Computationally easy but may be less accurate. – The delta-normal approach (generally) does not work for
 portfolios of nonlinear securities.– Options Var = Delta of Option * (VaR at Zx%)
 • Consider a portfolio of options dependent on a single stock price, S. Define
 – Approximately:
 – For Many Underlying variables:
 xSSP
 (DeltaSSx
 i
 iii xSP
 www.edupristine.com
 Seminar MaterialNot for Sale
 Linear Derivatives
 Main reason for difference is the shape of the payoff curve
 normal approach (generally) does not work for
 Consider a portfolio of options dependent on a single stock price,
 20 0 0 0 0( ) ( ) ( )( ) 1 2 ( )( )f x f x f x x x f x x x
 Optionprice
 A
 BSlope =
 Stock price
 ΔSΔP)(
 Going Forward you should study …
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Question 6 (Linear Assets)
 • If the daily VaR at 5%of Nikkie is 0.8 crores and you have 100 lots of Nikkie contract.• Calculate annual VaR at 95% confidence for your portfolio assuming 250 days?
 • Solution: = 1264.911 crores250*100*0.8
 www.edupristine.com
 Seminar MaterialNot for Sale
 If the daily VaR at 5%of Nikkie is 0.8 crores and you have 100 lots of Nikkie contract.Calculate annual VaR at 95% confidence for your portfolio assuming 250 days?
 Going Forward you should study …
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Question 7 (Non-Linear Assets)
 • If the value of stock is 100 and the value of the put option at 110 is 20. 10 units change in the underlying brings in change of 4 units change in the option premium. If the annual volatility is 0.25. Calculate daily VaR at 97.5% assuming 250 days?
 www.edupristine.com
 Seminar MaterialNot for Sale
 If the value of stock is 100 and the value of the put option at 110 is 20. 10 units change in the underlying brings in change of 4 units change in the option premium. If the annual volatility is 0.25. Calculate daily VaR at 97.5% assuming 250 days?
 Going Forward you should study …
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Recap: VAR Benefits
 • Aggregates all of the risks in a portfolio into a single
 • Suitable for use in the boardroom, reporting to regulators,
 • Provides an approach to arrive at economical capital
 • Relates capital with the expected losses
 • Scaled to time
 www.edupristine.com
 Seminar MaterialNot for Sale
 single number
 regulators, or disclosure in annual report
 capital.
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• A portfolio having a current value of say $500,000of US$ 5000- at a 99% confidence level,
 • Which means there is a 1/100 chance of theparadigm shifts in the underlying factors.
 • A one day VAR of $10mm using a probabilityportfolio could lose more than $10mm in the next
 Recap: Interpretation of VAR
 www.edupristine.com
 Seminar MaterialNot for Sale
 000- can be described to have a daily value at risk
 loss exceeding US$ 5000/- considering no great
 of 5% means that there is a 5% chance that thenext trading day.
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© Neev Knowledge Management – Pristine
 Agenda
 • About Us• Understanding the FRM Examination Structure• Introduction to Value-at-Risk
 – Introduction to VaR– Calculating Simple VaR– VaR for Linear & Non-Linear Assets
 • Complete Offering & Registration• Next Seminar
 36 www.edupristine.com
 Seminar MaterialNot for Sale
 Understanding the FRM Examination Structure
 36
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About FRM Prep School
 School for FRM Prep
 a 100 Hrs extensive Online Training Program
 that enables you
 to prepare for and crack FRM Examination
 www.edupristine.com
 Seminar MaterialNot for Sale
 School for FRM Prep is
 a 100 Hrs extensive Online Training Program
 that enables you
 to prepare for and crack FRM Examination
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About FRM Prep School
 School for FRM Prep is
 a 100 Hrs extensive training program
 that can enable you
 to prepare for and crack FRM Exam
 =
 www.edupristine.com
 Seminar MaterialNot for Sale
 • Extensive 100 Hours coverage‒ 12 days 4 hrs of regular
 classes‒ 20 hours of online test + Mock
 test ( 40 online test )‒ 3 days 4 hrs of revision
 classes‒ 2 Mock tests‒ Extensive Question Bank to
 prepare and Practice‒ One-to-one individual doubt
 clearing sessions as per candidates requirement
 ‒ Online queries posted on web site solved
 =
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About FRM Prep School
 =School for FRM Prep is
 a 100 Hrs extensive training program*
 that can enable you
 to prepare for and crack FRM Exam
 www.edupristine.com
 Seminar MaterialNot for Sale
 • Proven credentials in successfully
 training FRM aspirants
 • Actionable and Innovative Material
 • Complete Slide Pack
 • Each Session followed by Quiz
 • Adaptive feedback based on Quiz
 • Mock tests and feedback
 • Individual doubt solving session
 • FRM Visualized Formula Charts
 • Summarized Recordings for
 revision
 =
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Tentative Schedule for FRM – Online
 Date Day
 26-Feb-11 Sat
 27-Feb-11 Sun
 05-Mar-11 Sat
 06-Mar-11 Sun
 12-Mar-11 Sat Financial
 www.edupristine.com
 Seminar MaterialNot for SaleOnline
 * Indicative list – Subject to Change
 Topic
 Quantitative Analysis – I
 Quantitative Analysis – II
 Quantitative Analysis – III
 Quantitative Analysis – IV
 Financial Markets & Products – I
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Tentative Schedule for FRM – Online
 Date Day13-Mar-11 Sun Financial
 26-Mar-11 Sat Financial
 27-Mar-11 Sun Financial02-Apr-11 Sat03-Apr-11 Sun
 www.edupristine.com
 Seminar MaterialNot for SaleOnline
 * Indicative list – Subject to Change
 TopicFinancial Markets & Products – II
 Financial Markets & Products – III
 Financial Markets & Products – IVValuation and Risk - IValuation and Risk - II
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How it works?
 1 2 3
 You signup for the program by making payment of USD 595*
 www.edupristine.com
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 You signup for the program by making payment of USD 595*
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How it works?
 1 2
 Start Preparation with material and Live Interactive Class
 www.edupristine.com
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 Start Preparation with material and Live Interactive Class
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How it works?
 1 2 3
 Work on the Problem sets/ Quizzes adapting preparation Style
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 Work on the Problem sets/ Quizzes adapting preparation Style
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How it works?
 1 2 3
 Give Mock Tests/ Ask Doubts/ Revise and Complete Preparation
 www.edupristine.com
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 3 4 5
 Give Mock Tests/ Ask Doubts/ Revise and Complete Preparation
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How it works?
 1 2 3
 Plan and Achieve Success in FRM Exam
 www.edupristine.com
 Seminar MaterialNot for Sale
 3 4 5
 Plan and Achieve Success in FRM Exam
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Methodology
 Each topic will be explained through
 Conceptual Discussion, Examples, Tests, Quizzes, Actionable
 Presentations, Visualized Charts and Q&A
 www.edupristine.com
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 Each topic will be explained through
 Conceptual Discussion, Examples, Tests, Quizzes, Actionable
 Presentations, Visualized Charts and Q&A

Page 48
                        

Sample Innovative Material
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 Probability Distributions
 Normal Distribution
 Normal Distribution
 • Described by mean & variance• Symmetric about its mean• Standard Normal Distribution
 - Mean = 0; Variance =1
 Z-Score
 If Z is a standard normal R.V. An event X is defined to happen if either -1< Z < 1 orZ > 1.5. What is the prob. of event X happening if N (1) =0.8413, N (0.5) = 0.6915and N (-1.5) = 0.0668, where N is the CDF of a standard normal variable?Ans. P(X)= P(-1< Z < 1) + P(Z > 1.5)
 = N(1)-(1-N(1)) + N(-1.5)= 2*0.8413-1 + 0.0668= 0.7494
 -1 +1 1.5
 -4 -3 -2 -1 0 1 2 3 4
 68% of Data
 95% of Data
 99.7% of Data
 www.edupristine.com
 Seminar MaterialNot for Sale
 48
 Binomial Distribution
 Score Skewness and Kurtosis
 No. of σ a givenobservation is awayfrom population mean.
 Z=(x-µ)/σ
 Q. At a particular time, the market valueof assets of the firm is $100 Mn and themarket value of debt is $80 Mn. Thestandard deviation of assets is $ 10 Mn.What is the distance to default?Ans. z = (A-K) / σA
 = (100-80)/10= 2
 Q. Which of the following is likely to be a probability distributionfunction?For X=[1,2,3,4,5], Prob[Xi]= 49/(75-Xi
 2)For X=[0,5,10,15], Prob[Xi]= Xi/30For X=[1,4,9,16,25], Prob[Xi]= [(X i)1/2 – 1]/5
 Ans. The correct answer is For X=[0,5,10,15], Prob[Xi]= Xi/30For all values of X, probability lies within [0,1] and sum of all theprobabilities is equal to 1.
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Sample Innovative Material
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 H0: σ2 = cHA: σ2 ≠ c
 Inference Based on
 Sample Data
 Real State of Affairs
 H0 is True H0 is False
 H0 is True Correct decision Confidence level = 1-
 Type II error
 P (Type II error) =
 H0 is False Type I error Significance level = *
 Correct decision
 Power = 1-
 *Term represents the maximum probability of committing a Type I error
 Null HYPOTHESIS:H0
 Alternative Hypothesis: Ha
 Hypothesis thatthe researcherwants to reject
 Concluded if there issignificant evidenceto reject H0
 Type 1 error: rejection of H0 when itis actually true
 Type 2 error :Fail to reject H0 whenit is actually false
 Q. Co. ABC would give bonus to employees, if they get arating higher than 7/10 from customers. A random sampleof 30 customers is conducted with rating of 7.1/10.Formulate Hypothesis?• Null Hypothesis: H0: Mean<=7• Alternate Hypothesis : H1: Mean>7• Statistic to be measured: t-statistic, with 29 DoF
 Range of values within whichH0 Cannot be rejected (say90% or 95%).Known variance, 2 Tailed test,CI is: X”± zα/2(σ/√t)
 Confidence Intervals (CI)
 Do not reject H0 Reject H0
 2
 H0: σ2
 HA: σ2
 Upper tail test:
 2
 22
 σ1)s(n
 Hypothesis Tests
 Tests for a SinglePopulation Variances
 Chi-Square test
 Hypothesis Testing
 www.edupristine.com
 Seminar MaterialNot for Sale
 49
 One tailed Test Two Tailed test
 Test if the value is greaterthan or less than KH0; µ<=K vs. Ha: µ>K
 Test if the value isdifferent from KH0; µ=0 vs. Ha: µ≠ 0
 2
 ≤ σ02
 > σ02
 Upper tail test:
 F
 /2
 F/2Reject H0Do not
 reject H0
 H0: σ12 – σ2
 2 = 0HA: σ1
 2 – σ22 ≠ 0
 Hypothesis Testsfor Variances
 Population VariancesTests for a two
 Population Variances
 F test
 H0: σ12 – σ2
 2 = 0HA: σ1
 2 – σ22 ≠ 0
 22
 21
 ssF
 Q. If standard deviation of anormal population is known to be10 & the mean is hypothesizedto be 8. Suppose a sample sizeof 100 is considered. What is therange of sample means in whichhypothesis can be accepted atsignificance level of 0.05?Ans: SE = = 10/√100 =1
 z = (x-µ)/ SE= (x-8)/1
 At 95% -1.96<z<1.96Therefore 6.04<x<9.96
 n
 0
 0.05
 0.1
 0.15
 0.2
 -5 0 5Z=0 Z=2.5
 Do not Reject H0Reject H0
 α= 0.05
 Z=0
 Do not Reject H0
 Reject H0
 α= 0.025
 0
 0.05
 0.1
 0.15
 0.2
 -5
 α= 0.025
 Reject H0
 Hypothesis
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What to expect at the end?
 Towards the end of School for FRM Prep*You will be able to learn the topics related to FRM Exam
 You will know how to solve the questions asked in FRM Exam
 You will get an industry perspective of the topics
 You will get a certificate of participation
 *assuming you follow the program and practice
 www.edupristine.com
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 Towards the end of School for FRM Prep*You will be able to learn the topics related to FRM Exam
 You will know how to solve the questions asked in FRM Exam
 You will get an industry perspective of the topics
 You will get a certificate of participation
 assuming you follow the program and practice
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Cost of the Program
 USD 595For individual registrations
 www.edupristine.com
 Seminar MaterialNot for Sale
 USD 475For participants joining in groups of 5 or more
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Contact Details
 Questions & Doubts?
 Please e-mail me at [email protected]
 or visit http://www.edupristine.com
 or call +91 989 298 0608
 www.edupristine.com
 Seminar MaterialNot for Sale
 Questions & Doubts?
 [email protected]
 http://www.edupristine.com
 +91 989 298 0608
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To Register
 • Wire Transfer– Bank Name: HDFC Bank– Country: India– Swift Code: HDFCINBB– Account Name: Neev Knowledge Management Pvt Ltd– Account Number: 00602560008449
 • PayPal to PayPal (Preferred)– Create a Personal PayPal account (it is free)– After Logging in, click on tab "My Account" and then on "Profile". Link PayPal account with your credit
 card or bank account– Click on the tab "Send Money"– In the "To" tab enter the email id - [email protected]– Pay the fees as per package required.
 • Credit Card to PayPal– You can make the payment from your credit card to PayPal account.– Please make the payment to email id - [email protected]
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 Account Name: Neev Knowledge Management Pvt Ltd
 After Logging in, click on tab "My Account" and then on "Profile". Link PayPal account with your credit
 [email protected]
 You can make the payment from your credit card to PayPal [email protected]
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Course Classroom Trainings
 Online Trainings
 Content
 CFA Level I All* + Singapore**
 Yes Original
 CFA Level II Mumbai, Delhi From 2010 Original
 FRM Part I All + Singapore
 Yes Original
 FRM Part II Mumbai, Delhi Yes Original
 PRM All + Singapore
 Yes Original
 APRM Corporate From 2010 Original
 Financial Modeling
 Mumbai, Delhi, Bangalore
 Yes Original
 Finance for Lawyers
 Mumbai No Original
 CFP Mumbai, Delhi Yes Original
 Placement Oriented Training
 Colleges No Original
 *All cities include Mumbai, Delhi, Kolkata, Chennai, Bangalore, Pune and Hyderabad ; ** Singapore class room trainings to comJune 2011
 Pristine Offerings
 © Neev Knowledge Management – Pristine www.edupristine.com
 Seminar MaterialNot for Sale
 Crash Course/Mock Test
 Hours of Training
 Accreditation Price\
 Yes 100 Under Process USD 1000;INR 17,950
 From 2010 80 Under Process USD 1000;INR 16,950
 Yes 75 GARP USD 595; INR 12,950
 Yes 60 GARP USD 595,INR 9,950
 Yes 135 PRMIA USD 795, INR 20,000
 Yes 80 PRMIA INR 10,000
 NA 50 - INR 18,000
 NA 50 - INR 45,000
 NA 120 Under Process INR 20,000
 NA 150 Not Required INR 12,000
 *All cities include Mumbai, Delhi, Kolkata, Chennai, Bangalore, Pune and Hyderabad ; ** Singapore class room trainings to commence from June 2011
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© Neev Knowledge Management – Pristine
 Agenda
 • Introduction and context• Understanding the FRM Examination Structure• Introduction to Equity Investments
 – Valuation Concepts – FCFF and WACC Calculations
 • Complete Offering & Registration• Contact Information
 55 www.edupristine.com
 Seminar MaterialNot for Sale
 Understanding the FRM Examination Structure
 55
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 Contact
 Contact Phone
 Atul Kumar +91 93221 94932
 Pawan Prabhat +91 98676 25422
 Paramdeep Singh +91 93118 45000
 Sarita Chand +91 93427 34627
 Pristine Careers is an official course provider of FRM Exam preparation from GARP
 Visit Us on: www.pristinecareers.com
 Visit our Blogs on: www.pristinecareers.com/blog
 www.edupristine.com
 Seminar MaterialNot for Sale
 56
 Email
 +91 93221 94932 [email protected]
 25422 [email protected]
 +91 93118 45000 [email protected]
 +91 93427 34627 [email protected]
 Pristine Careers is an official course provider of FRM Exam preparation from GARP
 Visit Us on: www.pristinecareers.com
 Visit our Blogs on: www.pristinecareers.com/blog
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