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A step-by-step guidebook for understanding—and implementing—integrated financial risk
measurement and management

The Fundamentals of Risk Measurement introduces the state-of-the-art tools and practices necessary for
planning, executing, and maintaining risk management in today’s volatile financial environment. This
comprehensive book provides description and analysis of topics including:

Economic capital●

Risk adjusted return on capital (RAROC)●

Shareholder Value Added (SVA)●

Value at Risk (VaR)●

Asset/liability management (ALM)●

Credit risk for a single facility●

Credit risk for portfolios●

Operating risk●

Inter-risk diversification●

The Basel Committee Capital Accords●

The banking world is driven by risk. The Fundamentals of Risk Measurement shows you how to quantify
that risk, outlining an integrated framework for risk measurement and management that is straightforward,
practical for implementation, and based on the realities of today’s tumultuous global marketplace.

“Banks make money in one of two ways: providing services to customers and taking risks. In this
book, we address the business of making money by taking risk.…”—From the Introduction

In The Fundamentals of Risk Measurement, financial industry veteran Chris Marrison examines what banks
must do to succeed in the business of making money by taking risk. Encompassing the three primary areas of
banking risk—market, credit, and operational—and doing so in a uniquely intuitive, step-by-step format,
Marrison provides hands-on details on the primary tools for financial risk measurement and management,
including:

Plain-English evaluation of specific risk measurement tools and techniques●

Use of Value at Risk (VaR) for assessment of market risk for trading operations●

Asset/liability management (ALM) techniques, transfer pricing, and managing market and liquidity risk●

The many available methods for analyzing portfolios of credit risks●

Using RAROC to compare the risk-adjusted profitability of businesses and price transactions●

In addition, woven throughout The Fundamentals of Risk Measurement are principles underlying the
regulatory capital requirements of the Basel Committee on Banking Supervision, and what banks must do to
understand and implement them. The requirements are defined, implications of the New Capital Accord are
presented, and the major steps that a bank must take to implement the New Accord are discussed. The
resulting thumbnail sketch of the Basel Committee, and specifically the New Capital Accord, is valuable as
both a ready reference and a foundation for further study of this important initiative.



Risk is unavoidable in the financial industry. It can, however, be measured and managed to provide the
greatest risk-adjusted return, and limit the negative impacts of risk to a bank’s shareholders as well as
potential borrowers and lenders. The Fundamentals of Risk Management provides risk managers with an
approach to risk-taking that is both informed and prudent, one that shows operations managers how to
control risk exposures as it allows decision-making executives to direct resources to opportunities that are
expected to create maximum return with minimum risk. The result is today’s most complete introduction to
the business of risk, and a valuable reference for anyone from the floor trader to the officer in charge of
overseeing the entire risk management operation.
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From reader reviews:

Angela Hurd:

Have you spare time to get a day? What do you do when you have a lot more or little spare time? Yeah, you
can choose the suitable activity with regard to spend your time. Any person spent their very own spare time
to take a stroll, shopping, or went to the Mall. How about open or even read a book entitled The
Fundamentals of Risk Measurement? Maybe it is to get best activity for you. You realize beside you can
spend your time along with your favorite's book, you can smarter than before. Do you agree with its opinion
or you have various other opinion?

Anna Snyder:

The book The Fundamentals of Risk Measurement give you a sense of feeling enjoy for your spare time.
You may use to make your capable a lot more increase. Book can to be your best friend when you getting
anxiety or having big problem along with your subject. If you can make looking at a book The Fundamentals
of Risk Measurement to become your habit, you can get considerably more advantages, like add your own
capable, increase your knowledge about some or all subjects. It is possible to know everything if you like
open and read a reserve The Fundamentals of Risk Measurement. Kinds of book are a lot of. It means that,
science book or encyclopedia or other individuals. So , how do you think about this book?

Alice Edwards:

As people who live in the actual modest era should be update about what going on or info even knowledge to
make these keep up with the era that is always change and make progress. Some of you maybe can update
themselves by looking at books. It is a good choice for you personally but the problems coming to an
individual is you don't know what kind you should start with. This The Fundamentals of Risk Measurement
is our recommendation so you keep up with the world. Why, since this book serves what you want and want
in this era.

Santiago Johnson:

This The Fundamentals of Risk Measurement is great publication for you because the content which is full of
information for you who have always deal with world and possess to make decision every minute. This
specific book reveal it information accurately using great organize word or we can declare no rambling
sentences in it. So if you are read this hurriedly you can have whole details in it. Doesn't mean it only will
give you straight forward sentences but difficult core information with attractive delivering sentences.
Having The Fundamentals of Risk Measurement in your hand like obtaining the world in your arm, info in it
is not ridiculous 1. We can say that no book that offer you world within ten or fifteen second right but this
publication already do that. So , it is good reading book. Hey Mr. and Mrs. hectic do you still doubt this?
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