
Kazakhstan Institute of Management, Economics and Strategic Research 
Bang School of Management 

FIN5204 Financial Institutions Management  
Summer 2010  

Instructor:  Dr. Gregory Perelman    Class Web site: www.gperelman.com
O ffice Hours:  5:30 – 6:30 pm before every class  Class Meetings: 6:30 – 9:15 pm  
Contact Information: gp36@yahoo.com, telephone: TBD   
Course Objectives: 
This course focuses on understanding of the major financial institutions and the competitive and regulatory environment in which they 
operate. Special emphasis is placed on the operations and financial management of institutions such as the central bank, commercial 
banks, investment banks, pension funds, mutual funds and insurance companies. The course covers issues related to management of 
liquidity, loan portfolio, and capital, as well as various forms of risks faced by intermediaries and the trade-offs required to balance 
portfolio risks and returns.  Many topics in this class will be discussed in light of the recent financial crisis. 
 
Teaching Style: 

Lectures, class discussions, problems solving and case studies.   
Required texts: 

F.S. Mishkin and S.G. Eakins, Financial Markets and Institutions, 5 ed. (6th edition is out and you are welcome to you use it).  
Course Reader: HSB Cases. Other required reading materials will be distributed in class or over the class web page. 
Recommended textbook:  Saunders, A. and Cornett, M.M. Financial Institutions Management. 5th Ed. 2006.  

Class participation: 
 This course is structured as a SEMINAR, which means you must come prepared for class discussions and actively participate 

in class to receive credit.  This also means that unexcused absences will count against your final grade.  
Exams:  
 We will have several (unannounced) quizzes and a final examination.  You can use calculator and one sheet of paper (both 

sides) with your OWN notes during examination.  No makeup quizzes or exam will be given.  
Group projects: 

As part of a group of 4-5 students you will prepare five HSB cases to be discussed in class.  You will also prepare a group 
project to be presented during the last meeting.  More details about the project requirements are provided on the class web 
site. 

Grading Policies: 
Five case studies (group)       25%  
Group project and presentation      15% 
Quizzes         10% 
Class participation       10% 
Final exam        40% 

***Tentative schedule and topics – subject to change*** 
 Topics Readings/assignments 
1 Overview of the course; economics of information and 

financial institutions; adverse selection and moral 
hazard; highlights of the current financial crisis.  
 

Required: (from the textbook): Chapter 2 and Ch. 15-16 
Recommended: Akerlof, George A., “The Market for ‘Lemons’: 
Quality Uncertainty and the Market Mechanism.” Quarterly Journal 
of Economics, August 1970, 84 (3), pp. 488-500. 

2 Review of capital markets: money markets, bond and 
stock markets.  History of exchanges (London Stock 
Exchange). 

Required: Ch. 9-11 
Review: chapters 3-5 (determination of interest rates and term 
structure – this was covered in your previous finance courses). 
Recommended: Ch.12-13  

3 History of banks and bank regulations in the U.S.; 
deposit insurance. 
HBS case discussion: The U.S. Banking Panic of 1933 
and Federal Deposit Insurance. 

Required: HBS Case: The U.S. Banking Panic of 1933 and Federal 
Deposit Insurance. 2008 (group assignment). 
Recommended: Diamond, Douglas W. and Dybvig, Philip H. “Bank 
Runs, Deposit Insurance and Liquidity” Federal Reserve Bank of 
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Minneapolis Quarterly Review, Vol, 24, No 1, Winter 2000, pp. 14-
23. 

4 Functions of the FED and the conduct of monetary 
policy. Actions during the crisis.  Review of other 
central banks (European Central Bank and BoE)  
 

Required: Ch. 6-7
Recommended: The Federal Reserve System: Purposes and 
functions (chapters 1-3 are the most relevant, read other chapters if 
you are interested in the operational aspects of the FED) 
http://www.federalreserve.gov/pf/pf.htm

5 Depositary institutions (commercial banks, savings and 
loans, credit unions). 
 
Analysis of bank financial statements and bank 
financial performance. 
 

Required: Ch. 17-19 
JP Morgan Chase 2009 Annual Report - letter to shareholders and 
summary of financial statements. 
 
Recommended: A User’s Guide for the Uniform Bank Performance 
Report http://www.ffiec.gov/PDF/UBPR/UBPR_12-08.pdf

6 Practical applications: providing credit to businesses 
and consumers 

• Lending policies and procedures  
• Lending to businesses and loan pricing 
• Consumer loans, credit cards and real estate 

lending 
Course group project discussion

Required: Lending case: Southwest Trading Company, Excel 
spreadsheets posted online (group assignment) 
 
Recommended: Rose, Peter S. and Hudgins Sylvia C., Bank 
Management & Financial Services. McGraw Hill, 7th Edition, 2008. 
Chapters 16-18, pp. 511-612 

7 Investment banks; security brokers and dealers; 
“parallel banking system” and its role in the current 
financial crisis. 

Required: Ch. 23 
 
 

8 Mutual funds and insurance companies and pension 
funds. 
HBS case discussion: 2006 Hurricane Risk. 

Required: Ch. 21-22 
HBS Case: 2006 Hurricane Risk, 2008. (group assignment) 
 

9 Management of risk I: Review of risk facing financial 
institutions. 

Required: Ch. 24 
 

10 Management of risk II: Interest risk and asset/liability 
management 
HBS case study discussion: Banc One Corporation 

Required: HBS Case: Banc One Corporation. Asset and Liability 
Management. Updated 2008. (group assignment) 

11 Management of risk III: Capital management during 
current financial crisis: stress tests of major and review 
of Basel I and II (and proposed Basel III) 

Required: The Supervisory Capital Assessment Program: Overview 
of Results, Federal Reserve Board of Governors. May 9, 2009. 
 

12 Financial crisis of 2007-2009: timeline, major events, 
causes and consequences. 
 
HBS case discussion: Tip of the Iceberg: JP Morgan 
Chase and Bear Stearns, A, B, and B2 

Required: HBS Case: The Tip of the Iceberg: JP Morgan Chase and 
Bear Stearns (A), (B1), and (B2), 2009 (group assignment) 
Recommended: Swagel, P. The Financial Crisis: An Insider View. 
Brooking Papers on Economic Activity.  Conference Draft Report, 
Spring 2009.    
Gorton, Gary B. Questions and Answers about the Financial Crisis, 
February 2010. Prepared for the U.S. Financial Crisis Inquiry 
Commission. 

13 Re-regulation of financial industry: discussion of 
pending regulation in Congress (likely to be passed by 
the time of this class). 

TBD 

14 Additional topics (time permitting and depending on 
class progress to date): international financial markets, 
Islamic finance.  

TBD 

15 Group project presentations  
 
Please note: assignments’ details will be posted online at class website: www.gperelman.com Please check the class webpage 
frequently during the course.  I will post as much course materials as possible to help you succeed in this class (references to current 
events relevant to our course, class notes, review notes, clarifications of questions posed during in-class discussions, etc.)  
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