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The risk management process involves risk identification,

Mg
risk assessment, risk
control, and risk reporting. A bank needs to establish a sound framework to manage
risks. Please answer the following risk management related questions:

1.As for operational risk management, what are the “three lines of defense”?

Please briefly list some of the main responsibilities for each line of defense.[94 ]

2.Please list 3 tools most often used to help identify and assess operational risks.

[34])

3.What are the four major techniques/strategies to manage risks? [4~% ]
4.As for catastrophe (or natural disaster) risk:

(1)Is its “likelihood/ frequency” (probability of event) high or low?

(2)Is its “loss severity” high or low?

(3)What is the risk mitigation technique often used and formally recognized in the
operational risk advanced measurement approach (AMA) of the New Basel
Accord? [3 # ]

5.According to Basel Committee’s document released in April 2016, what are the 3
main sub-types of interest rate risk in the banking book (IRRBB)? Please briefly

explain them. [64 ]

FoE[EAumE8Y 2 FE]:

Securitization involves financial institutions’ packaging loans or other assets into
newly created securities and selling these securities to investors. Please answer the
following questions.

1.For originating financial institutions, what are the benefits that securitization may
bring about? [64 ]
2.The pass-through security (e.g., mortgage-backed securityy, MBS) and the
collateralized mortgage obligation (CMO) are the two major forms of asset
securitization. How does a CMO differ from a pass-through security? [104 ]
3.Consider a Government National Mortgage Association (GNMA) mortgage pool
with principal of $20 million. The maturity is 30 years with a monthly mortgage
payment of 12% per year. Assume no prepayments. [94 ]
@® What is the monthly mortgage payment (100% amortizing) on the pool of
mortgage?
@ If the GNMA insurance fee is 6 basis points and the service fee is 44 basis
points, what is the yield on this GNMA pass-through?
® what is the monthly payment on this GNMA pass-through?

PVIFA(0.8333%,360)=113.950820; PVIFA(0.9583%,360)=100.980375;
PVIFA(1%,360)=97.218331; PVIFA(12%,30)=8.055184
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