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2.171 - Mastgrs Degree in Actuarial and Fmance and introduction to COMPULSORY
Financial Sciences insurance

COORDINATION

GONZALEZ BAIXAULI EUSEBIO CRISTOBAL

SUMMARY

The subject of "Finance and Introduction to Insurance’ is located in the second semester of the first year
and is studied after the study of two previous subjects. One of them, dedicated to lay the technical and
methodological bases on which much of the later developments will be supported, and another devoted to
place the student in the scenario in which his or her professional activity will be developed.

In this sense, once the mathematical and statistical foundations are reached, and the general context is
known, one of the specific areas of the Master's Degree is able to be addressed in the second semester:
Finance, in which the subject Financial Mathematics is included.

With the study of this subject it is intended that the students know the different operations and financial
assets that are traded in the fixed income markets and acquire competences for the valuation of the
interest rate risk.

The subject has continuity in the field of Risk Control and Solvency, especially in the subject of Fixed
Income Models where knowledge is expanded and the valuation and management of interest rate risk is
addressed as a continuous and integrated process in the set of risks of the company.
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PREVIOUS KNOWLEDGE

RELATIONSHIP TO OTHER SUBJECTS OF THE SAME DEGREE

There are no specified enrollment restrictions with other subjects of the curriculum.

OTHER REQUIREMENTS
In order to carry out an adequate learning of the contents of this subject, students must know the typical
contents of Financial Economics that are usually taught in social studies, as well as having basic skills in

the use of the Excel © Worksheet.
No enrollment restrictions have been specified with other subjects of the curriculum.

COMPETENCES / LEARNING OUTCOMES

2171 - Master's Degree in Actuarial and Financial Sciences

Alcanzar sélidos fundamentos de Matematica Financiera y ser capaces de utilizarlos para valorar
operaciones, activos financieros y contratos derivados.

Alcanzar sélidos fundamentos para la toma de decisiones financieras: asignacion de recursos en el tiempo
bajo incertidumbre, estructura y funcionamiento de los mercados financieros, valoracion de activos y
seleccion de carteras.

Saber tomar decisiones relacionadas con los riesgos evaluables econédmicamente.

Students should apply acquired knowledge to solve problems in unfamiliar contexts within their field of
study, including multidisciplinary scenarios.

Students should be able to integrate knowledge and address the complexity of making informed judgments
based on incomplete or limited information, including reflections on the social and ethical responsibilities
associated with the application of their knowledge and judgments.

Students should demonstrate self-directed learning skills for continued academic growth.

DESCRIPTION OF CONTENTS

1. Fixed income assets and term structure of interest rates in an arbitrage-free valuation context

—

Non-arbitrage as a fundamental hypothesis: basic concepts.

2. Fixed income valuation in an arbitrage-free context. The IRR of fixed-income securities.

w

Spot rates and term structure of interest rates (TSIR).
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4. Forward rates.

5. Alternative theories about the term structure of interest rates.

N

. Interest rate risk

1. Pricerisk.

2. Macaulay's duration.

3. Duration' limitations as a measure of market risk: convexity of a portfolio.
4. Reinvestment risk.

5. Fixed income strategies: passive and active strategies. Contingent immunization.

3. Fixed income valuation under uncertainty
1.  Wiener Processes.

2. Ité's Lemma.

3. Fixed income valuation under uncertainty.

4. Stochastic duration.

WORKLOAD

PRESENCIAL ACTIVITIES
Activity Hours
Theory 15,00
Classroom practices 15,00
Total hours 30,00
NON PRESENCIAL ACTIVITIES
| Activity Hours |
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Attendance at other activities 0,00
Individual or group project 10,00
Independent study and work 25,00
Preparation of lessons 0,00
Preparation for assessment activities 0,00
Resolution of case studies 10,00

Total hours 45,00

TEACHING METHODOLOGY

During the term the contents of the program will be worked simultaneously with the theoretical and
practical classes. In general, lectures will be used for the theoretical classes and the teacher will detail the
fundamental aspects of each topic and guide the study through the relevant bibliography, to which the
student must go to complete and deepen in the matter.

The practical classes will consist of solving questions and exercises and that have been previously raised
in the theoretical classes. The student must participate actively in the development of the activity
discussing the solution, and using the appropriate computer techniques for its resolution.

In addition to these activities, the student must carry out other activities oriented to autonomous learning,
such as individual study or the performance of individual or group work. In this regard, tutoring, performed
either individually or in groups, is a particularly important teaching resource since it allows the teacher to
know the level of progress of the group, and the student a personalized orientation in its training program.
Consequently, throughout the training period of the subject is recommended and encourages the use of
this teaching resource.

The virtual classroom, https://aulavirtual.uv.es facilitates the development of these methodologies, since it
includes all the teaching material.

EVALUATION

The evaluation will be based on:

« A written exam that will consist of theoretical questions as well as problems or exercises.
« Continuous assessment, based on class attendance and participation in training activities such
as exercises, problems, cases, and individual and / or team work.

The written exam will represent 80% of the final grade and the continuous assessment will be 20% of the
final grade.

To pass the subject the student will need to obtain a minimum score of 5 points out of 10 after the
computation of the grade corresponding to the written exam and that corresponding to the continuous
assessment. In order for the proposed activities and tasks to be evaluated, they must be submitted before
the deadline stipulated for each of them.
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In the second call, the same evaluation criteria will be used as in the first one.
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Banco de Espana: www.bde.es

Bolsas y mercados espaioles: www.bolsasymercados.es
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