European Research Studies Journal
Volume XXI, Special Issue 1, 2018
pp. 273-286

Risk Management: Comprehensive Analysis of Key
Approaches on Academic Literature and Professional
Certifications
D.A. Milenkova1
Abstract:
A global universities’ competition is complemented by the competition between professional
associations (ACCA, ICAEW, CFA, CIMA) and educational providers (BBP, Kaplan, ATC,
Emily Woolf). The article summarizes the results of a comprehensive reading of the
textbooks and exam preparation materials issued by key universities, associations and
providers in order to estimate their quality and completeness.
Financial risk management topics are being focused because of the critical importance of
those for finance professionals. Students and young professionals are to find the research
results valuable, as those could contribute to effective education track.
The findings are also useful for the university teachers, supporting their better choice of
study materials and more competitive programs.
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1. Introduction
The research demonstrates that the difference among the professional certifications
and academic sources is mostly represented by the synonymous terms and visible
variability among verbal formulations. The results present typical structure of riskmanagement issues, classify theoretical concepts, highlights frequent intersections
and rare unique points. Numerical tasks and essay-kind cases are also classified into
eminently small number of types, that contradicts wide popularity of econometrics in
risk management and large number of practical issues the real world generates. The
article includes unique rating of the analyzed sources by the extent of the risk
management topics revelation, as well as the rating of risk management theoretical
concepts and numerical exercises by those popularities among the sources.
2. Problem set and the research focus
Growing competitiveness of the labor market for finance and accounting induces
increase in knowledge criteria applied to professionals seeking for the position.
While thirty years ago a degree in economics was as a sufficient confirmation of
professional skills, now a job applicant has to possess a larger educational portfolio.
Professional certification has become a popular tool of fair skills confirmation
worldwide, would technically replace the university degree value for the employer.
This stipulates the need for the universities to include the certification programs in
the study plans.
The creation of an effective and balanced study plan meeting both university
regulation and certifying institution requirements is a tough task. Top employers
expect conventional professional knowledge from job candidates, which contradicts
intellectual property rights and competition among educators. The educators have to
rewrite the same concepts, the number of financial management materials all over
the world is enormous. Plagiarism avoidance has become a big issue for the authors,
because currently the evidence of the plagiarism is excessively checked (e.g.
dissernet.org community). This results in the overload of the conceptually identical
materials with different verbal and stylistic representation.
The research aims are to gather the conventional knowledge, to indicate the best
literature source and construct widely applicable study plan. The first research aims
the concise conventional theoretical materials for risk management topics, extracted
from the thousands of pages of formally different textbooks. Searching the
similarities among the materials makes it possible to find the best explanations of
conventional concepts and to rank the sources. Finally, the research was targeted to
make an effective cross-analysis of the bulk of congenial materials and to move
towards the potential ideal financial management tutorial. The ideal tutorial will
consist of all main theoretical, numerical and case concepts mentioned both in
professional and academic literature.
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3. Comprehensive reading as the research methodology
The core focus in the research is made on the professional certification study and
exam materials such as ACCA (The Association of Chartered Certified
Accountants), CFA (Chartered Financial Analysts), CIMA (Chartered Institute of
Management Accountants) and ACA (the certification of The Institute of Chartered
Accountants in England and Wales (ICAEW)). The set of analyzed sources includes
official study texts, supplementary materials like Course notes, Essential texts and
Revision kits, mock exams and past papers, program syllabus and solution manuals.
Combination of different sources issued by different publishing houses and in
different years provides the explicit and comprehensive basis for the potential
program. Additional information was extracted from the supplementary sources and
it was also favorable for the quality of the research. Mock exams and past papers
create a relevant basis for the practical issues concerning the program, introducing
the sample tasks included in the certifications.
As growing competition between professionals and academic education exists, the
certification materials in the research are complemented by university textbooks.
Academic sources include the fundamental textbooks on financial management and
corporate finance such as "Corporate finance" by Ross et al. (2010), "Financial
Management" by Shokhin (2010), "Financial Management: Managing Capital and
Investments" by Teplova (2003) and "Corporate Finance" by Nikitushkina et al.
(2016). Inclusion of such type of sources into the analysis, as well as the usage of
both American and Russian sources, provides the higher quality of the research
output and makes the research more overwhelming in the educational terms.
The materials were meticulously researched and compared to each other. The study
texts research included not only basic structure analysis, but deep plunging into the
text body, which provide the perception of the verbal and stylistic aspects of the
materials. First, the text of one of the certification was taken as the base. Then, after
highlighting the conceptual skeleton of the first text, other materials where studied
successively and during this process the similarities and dissimilarities among the
texts were revealed and marked. The result of the analysis of such a kind was
expressed as a compilation of ten or fifteen full-size study materials into intensive
and concise text constituting 8-10% of each initial research source.
The comprehensive reading summary is presented in three parts: theoretical
concepts, simple numerical examples and complicated essay-kind case-based tasks,
as the structure of the typical certification examination is built. Thus, the first part
presents the generalizations of theoretical base made as intensive combination of all
the concepts mentioned in the resources analyzed. The challenge here was to extract
the main vector from each of the task and make them unified, notwithstanding the
different forms and verbal introduction used by the sources. After having this done,
the practical tasks were easy to compare and classify into types, which refers to the
second part of the research, dedicated to numerical tasks.
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Essay-questions, represented by the business cases requiring the answer in a form of
small essay were analyzed by the various steps. First, the input data consisting of
complex and detailed question texts was reconstructed to the structured brief task.
Then the skeleton of the task was revealed, transforming the initial case into ultimate
list of facts, figures and questions. In this form it became possible to be analyzed
and engaged in the comparative analysis and only. Essay-questions also were
classified according to the knowledge they require to be used. These findings are
presented in the third part of the article.
Thus, the object of the research is constituted by the significant number of academic
and professional sources dedicated to the financial management. To make the article
easier for the perception, only main findings and conclusions were included in it.
One of the most valuable parts of the article is the concept-source matrixes at the
end of each part. The matrixes present the allocation of risk management theoretical
and practical aspects among the sources and provide visual results of the research on
which the article is based. Mentioned methodology allows the author to create the
ultimate rating of materials according to the fullness of the risk management section
representation, which is introduced in the end of the article.
4. Comparison of the theoretical concepts
The bulk of materials dedicated to the risk management is large, while the structure
of the section varies among the sources. Naturally, this creates the information
overload for the readers of all the professional levels. Thus, classifying the
unclassified materials was necessary for the research presented in the article.
As it was mentioned, concepts and aspects introduced in the various sources
considerably intersect. The "+" sign in concept-source matrixes below represents the
presence of the concept in the source, the "++" and "+++" signs represent the extent
to which the concept is revealed in the source in case of diversified depth of
presentation. The "-" sign posits that the concept is neglected by the source. Darkgrey facets of the table highlight the unique concepts presented in the sources. As
concept-source matrixes show, the number of unique theoretical units is small.
The concepts dedicated to the risks of portfolio management that are highlighted by
the sources are strongly interrelated and similar in most cases. For example, beta
concept and CAPM model, being universal for the topic, are presented in all the
sources. Specifics of Ross are that the descriptions are extensive and quite
simplified, giving the basics of the topic and providing the most significant
concepts. CFA textbooks shed the light on the narrower topics and possess some
unique formulas. ACCA concentrates on CAPM and Beta concepts (providing the
distinction between Asset Beta, Equity Beta and Debt Beta, for instance (ACCA F9,
2013). CIMA mostly emphasizes other concepts than the portfolio investment risks,
but provides the information concerning risk-attitude that is not mentioned in other
sources (maximin, maximax and minimax regret criteria model (CIMA P1, 2009).
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Table 1. Concept-source matrix for section 1: portfolio risk management
(constructed by the author)
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Concept

Source
Historical data for asset classes
returns
Expected
return,
Variance,
Covariance
CML and efficient frontier
Classification of investors risktolerance
Classification of investors behavior
in mathematical context
Beta
Alpha
CAPM
Sharpe ratio, M-squared, Teynor
measure, Jensens Alpha
Indifference curves
Extended non-standard methods of
risk estimation

All of the analyzed Russian textbooks introduce full illustration of the topic, lacking
for the historical background presentation. A textbook by Nikitushkina provides
advanced explanations of basic concepts by reflection of their mathematical aspects.
A textbook by Shokhin introduces more sophisticated mathematical tools and
presents the information in more professional and scientific way, which can be
considered to be the specific feature for the most of Russian academic literature. The
textbook by Teplova, in contrast, stylistically is closer to the foreign sources.
The risks a portfolio investor is exposed to do not provide the full spectrum of risks
existing in the economy. Obviously, discussion of the risk management should be
continued with the risk that an enterprise faces during its investing activities. Some
of the concepts of project appraisal risks can be evidently classified into the "crucial
group" according to the frequency of their usage in professional and academic
materials: the concepts that are inevitably mentioned in all the sources are
simulation and sensitivity analysis. Scenario analysis, being a form of the latter is
also described in all of the sources except for ACCA materials.
However, ACCA is the source that provides the most extensive issue on the topic of
project appraisal. CIMA provides quite ramified and deep theoretical blocks (for
example, introduces diagrammatic approach to sensitivity analysis (CIMA P1,
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2013a). ACA, according to its syllabus, also includes most of the researched topics
in its study texts. Eagerness to make the materials unique is noticed even in the
comparison of the sources from same certification but different publishing houses.
Differences in this case are weaker, but still exist. For example, an ultimate and
formal term "sensitivity" is presented in ACCA's texts from ATC International as it
is (ACCA F9, 2008), while Kaplan Publishing UK posits it like sensitivity margin
(ACCA F9, 2014), which in fact only complicates a student's comprehension.
Unfortunately, only one of researched Russian sources included the issue on project
appraisal into its risk-management section. The textbooks by Teplova includes most
significant facets of project appraisal risk management and presents it in academic,
but clear and transparent way, without going deep into details of the secondary
importance. Textbooks by Nikitushkina and Shokhin sufficiently reveal the topics of
portfolio risk management, but do not put an emphasis onto the project appraisal
risks. Table 2 illustrates the mentioned conclusions in the detailed way.
Management of exchange rate risk is obviously important - many of the university
textbooks and professional certificates include this vital section of risk management
(Table 3 provides the concept-source matrix for this section).
The currency risk section demonstrates an obvious proof to the thesis of the article:
the same terms are literally presented by different words. For instance, the
Transaction risk and Economic risk in ACCA are mentioned as "Short-term
exposure" and "Long-term exposure" in Ross respectively. The trend of presenting
the same term like a try to avoid plagiarism also was noticed. For example, a type of
interest-rate option "floor" in CFA is formulated like "an agreement in which one
party agrees to pay the other at regular intervals over a certain period of time when
the benchmark interest rate falls below the strike rate specified in the contract"
(CFA, 2014), while in ACCA is explained by the following way: "if the reference
interest rate falls below a pre-determined level, the financial institution pays the
difference to the company" (ACCA F9, 2012).

Ross

CFA

ACCA

CIMA

ACA

Teplova

Nikitushkina

Shokhin

Table 2. Concept-source matrix for section 2: Project appraisal and risk
management (constructed by the author)
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Source
Risk and Uncertainty: definition,
distinctions, usage
Sensitivity analysis
Scenario analysis
Break-even analysis
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Simulation
Statistical methods: expected value,
standard deviation
Reduction of risks
Risk-adjusted discount rates
Value at risk
The certainty-equivalent approach
Real Options
Decision Tree
Business and Financial risks
DFL, DOL, DTL
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The currency risk and interest rate risk constitute the category of concepts that is at
most evenly allocated through the sources. ACCA introduces this topic both on
fundamental and professional levels, explicitly describing all the concepts and
definitions on both of them. CIMA dedicates the part of the program to this kinds of
risk and it is quite consistent with the material presented in ACCA. CFA includes all
the information concerning the currency risk into materials of the III Level,
providing the sophisticated mathematic tools coherent with the advanced-level label.
Interest rate risk is presented in CFA only as a concept that is necessary to be used
for the explanations concerning derivatives and fixed-rate investments.
University textbooks also specify this section. Ross defines the currency and interest
rate risk, but does not provide any further information concerning classification or
risk-management. Russian textbooks on financial management do not contemplate
currency risk and interest rate risk. Textbooks by Teplova (2000) and Shokhin
(2010) mention these risks as concepts but do not include them as a separate section
in the study program. The trends of explanations are the same in all the three
sections: Ross is oriented on the exemplifying the material to provide its
understanding, ACCA and CIMA provide detailed descriptions on the concepts,
while texts of CFA program are based on the principles of brevity and intensiveness.
Table 3. Concept-source matrix for section 3: Currency and Interest rate risk
(constructed by the author)

Source

Ross

CFA

ACCA

CIMA

ACA

Teplova

Nikitushkina

Shokhin

Concept

Translation, Transaction and Economic
risks
Leading, Lagging, Matching, Netting
Forward contracts
Money market hedge
Currency futures
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Currency options
Currency swaps
FOREX swaps
Interest rate risk
Forward rate agreements
Interest rate options
Interest rate futures
Interest rate swaps
Attitudes to risk (not specified)
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5. Comparison of the numerical tasks
Each of the certification programs includes the set of problems of one- or two-step
solution that requires only the understanding of the basics. Such tasks provide the
link between tests on theory and sophisticated advanced cases, helps the candidate to
understand how the conceptual understanding of the topic can be applied. In
average, there were 4 types of practical problems for each section distinguished and
usually maximum 1-2 types were unique. Table 4 below reflects the generalized
topics introduced in the materials.
As in the previous part, the material does not differ significantly. Tables 5-7
demonstrate the ultimate list of tools for the solutions in the analyzed sources and
conform the high degree of similarities between the sources. For example, in case of
portfolio management risks section, the ability to deal with the Ross's problems kit
stipulates the ability to solve the problems from CFA Level I and some tasks from
level II. The problems are much alike. For instance, problems on usage of standard
deviation as a tool are all stated the analogical way: the data for returns is given, the
calculation of mentioned indicators is required. Such tasks are similarly presented in
Ross (2010), CFA (2013), and a textbook by Teplova (2000).
Table 4. The key concepts of practical sections of the researched material
(constructed by the author)
Currency & Interest rate
risk
1. Short questions on the
currency risk

Portfolio risks

Project appraisal and risk

1. Expected return and
standard risk measures.

1. Sensitivity analysis

2. CAPM and Beta
calculation

2. Scenario analysis

3. Factor models

3. Decision trees

4. CML Slope calculation
as a tool of solution

4. Real options

4. Interest rate risk nature

5. Unique problems

5. Unique concepts

5. Interest rate hedging

2. Exchange rates and
effects of their changes
3. Currency risk hedging
techniques
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Table 5. Matrix of concepts of practical tasks on portfolio risk management
(constructed by the author)
ROSS (Basic and
Intermediate level)

CFA Levels 1 & 2
Standard deviation
Expected return
CAPM
BETA

Standard deviation
Expected return
CAPM
BETA

Slope CML

Slope CML

Risk Utility function

Reward-to-risk ratio

ACCA F9

CAPM
BETA
Leveraged Beta

Beta and CAPM are mostly identical among the sources (Ross, Westerfield and
Jaffe, 2010), (CFA, 2013), (ACCA, 2014), while deviation and expected risks
measures tools are not. Further two sections of the research provide a little bit more
“diversity” of the content. Sensitivity analysis, project appraisal and risk section are
presented in most of the sources: Ross, Westerfield and Jaffe, 2010; CFA, 2009;
CIMA P1, 2012,. By the way, for example, instead of including the term
"sensitivity", ACCA requires to find "percentage changes in <...> that would change
the worthwhileness in opposite direction" (ACCA F9, 2012), which is conceptually
the same. Tasks on real options are also popular and included in most of materials
(CFA, 2012; Ross, Westerfield and Jaffe, 2010; CIMA P1, 2012b). Overall, most
questions and problems dedicated to the risks of project appraisal require the
explanations and deep understanding, rather than computational skills. This
highlights the importance of the stress on the theoretical issues during the
educational process: the potential respondent/student has to be capable of fluent and
proper application of the risk analysis, providing the understanding of the suitable
applicability of it in different situations.
Table 6. Matrix of concepts of practical tasks on project appraisal risk management
(constructed by the author)
CFA

ROSS

ACCA

CIMA

Sensitivity
analysis

Sensitivity
analysis

Sensitivity
analysis

Sensitivity
analysis

Scenario analysis
Decision tree

Decision tree

Decision tree

Real options

Real options

Real options
Certaintyequivalent
approach

Break-even
analysis

Teplova

Scenario
analysis
Decision tree
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Overall, the problems on project appraisal risks are not frequently included in the
real exam papers: during this research, the dozens of mock exams and past papers in
ACCA, CFA and CIMA were examined. Project appraisal usually presented in the
questions requiring the direct method of the project estimation (connected with the
methods of calculation of its profitability, not riskiness - NPV, IRR, ARR etc.).
Thus, the topic on risks of investment appraisal should be contemplated as
supporting one. Nevertheless, the abovementioned consideration does not suggest
that this facet of risk management is less significant than others.
Table 7. Matrix of concepts of practical tasks on currency and interest rate risk
(constructed by the author)
ACCA

CFA

CIMA

ROSS

Impact of changes in the exchange rates
operations with exchange rate ratios
forward rates, spot rates
forward market hedge, money market hedge
Interest rate risk nature

-

Interest rate swaps, options, forward rate
agreements

-

leading and lagging

-

-

-

Management of currency risk and interest rate risk section allows making
conclusions concerning the differences among the materials as well. Table 8 shows
that while the currency risk was illustrated by the problems in all the analyzed
sources, interest rate risk is presented in a more limited form and amended by Ross.
Inside the each of the risk category the concepts do not vary significantly.
6. Advanced case-oriented problems
Though the obvious difference in the approaches to the advanced problems creates
the impression of their dissimilarity, the concepts introduced in the sources are
strongly interrelated or coincide. The theoretical base required by CFA is needed for
the computations in Ross, while ACCA requires the advanced knowledge that will
favor the dealing with the two other sources. In broad terms, sources require the
same formulas and concepts, which is consistent with the consideration about the
similarity of the analyzed professional and academic material.
The set of essay-questions in the project appraisal and risk section is limited as well
as the set of basic level questions is. Most of the questions are dedicated to the
stand-alone risk assessment methods and very alike by the solution tools that are
required to be used ACCA, 2010; Ross et al., 2010; CFA, 2014). Some cases do
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include requirements on theoretical base concerning kinds of risk that company
faces (sales risk, business risk, political risks) (CFA, 2012; ACCA P4, 2015; CIMA
P3, 2014), but usually the questions on this issues constitute only the part of the
tasks and a case by its concept is correspondent with another facet of risk
management/financial management.
Table 8. Matrix of concepts used in case tasks on portfolio risk management
(constructed by the author)
CFA

ROSS

ACCA

Time horizon and liquidity
Minimum-variance
portfolio
Efficient frontier

Minimum variance portfolio

SML

SML

Beta and CAPM

Beta and CAPM

Sharpe ratio

Sharpe ratio

Beta and CAPM

APT
Asset allocation

Diversification benefits
Systematic &
unsystematic risks

Systematic &
unsystematic risks

The differences in the presentation of the concept are also visible. While ACCA is a
leader in providing the academic materials on the topic of investment appraisal,
CIMA and ROSS materials contains more problems on this issue. A textbook by
Teplova, as well as Ross's one, demonstrates a good balance between the sufficient
scale of theoretical concepts and rational set of computational problems (Table 9).
Table 9. Matrix of concepts used in cases on project appraisal risks (constructed by
the author)
CFA

ROSS

Sensitivity analysis
Scenario analysis

Sensitivity analysis
Scenario analysis
Break-even analysis
Political risks

Political risks
Business risks,
sales risks,
operating risks

ACCA
Risk and uncertainty
Sensitivity analysis

CIMA
Sensitivity analysis

Political risks

Political risks

Cultural risks

Business risks, sales
risks, operating risks

Problems on the management of currency risk and interest rate risk can be logically
divided into two large sections: the first half of the cases are dedicated to the
currency risk, second deals with interest rate risk. Consistently with the article's
thesis, problems on currency risk are much alike, requiring to "explain the nature of
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international trade risk and propose hedging strategies" (Ross, Westerfield and Jaffe,
2010), "explain and apply exchange rate risk hedging methods" (ACCA F9, 2014),
and "discuss currency risk nature for the company, propose a reasonable decision
concerning exchange rate risk hedging" (CIMA P3, 2014; CFA, 2013). Table 10
conforms that the tools and concepts included in the analyzed programs do not vary
significantly
Table 10. Concepts used in cases on currency and interest rate risk management
(constructed by the author)
ACCA

CFA
CIMA
Nature of exchange rate risk
Money market hedge, Forward market hedge

ROSS

Leading, lagging,
matching
Types of economic exposure
Basis risk
FRA, Interest rate futures and options
Interest rate swaps
Minimum variance
hedge ratio

To conclude, the case-questions presented in Ross, ACCA, CFA and CIMA are
almost identical though have different structure and wording. All the problems need
fluent orientation in the theoretical concepts and intuitive understanding of their
implications in the real business-cases.
7. Generalization of the analysis
The research results highlight that the professional certificate programs and top
universities textbooks are at most similar by the conceptual content. ACCA, CFA,
Ross and CIMA present the material in approximately equal amount with
insignificant differences. CFA demonstrates the evenly allocated number of
concepts, Ross amends the exchange rate risks topic and presents currency risk in a
very short form. ACCA does not set a great weight to the portfolio risk management,
nevertheless, ACCA provides the most explicit and detailed materials. CIMA
materials are closer to other listed sources, but CIMA highlights more narrow and
extraordinary concepts, making a bigger stress on the mathematical aspects.
Table 11 represents the concepts disclosed in the sources by their number and
percentage of total. It conforms that ACCA is the leader among the sources by the
concept revelation (in two of the three sections it includes the maximum concepts).
CFA concepts cover almost equal proportions of maximum topics through the
sections. CIMA materials are wide too and also contain few unique concepts in two
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of the three sections (not taken insignificant small concepts). In other sources unique
points are referred only in one of the sections or not posited at all.
Table 11. The extent of the concepts revelation by the sources per section
(constructed by the author)
Source

Ross
CFA
ACCA
CIMA
ACA
Teplova
Nikitus
hkina
Shokhin

Number of concepts revealed
Currency
Portfolio Project appraisal
&
risks
and risk
Interest
rate risk
8
6
2
8
7
10
3
10
13
2
7
8
1
6
13
6
7
0
4
0
0
4

0

0

Percentage from the maximum number of
concepts per section
100%
100%
38%
25%
13%
75%
50%

60%
70%
100%
70%
60%
70%
0%

15%
77%
100%
62%
100%
0%
0%

50%

0%

0%

Nevertheless, the materials differ stylistically and by the manner of the presentation.
For instance, CFA materials provide less examples and more practical tasks. ACCA
and CIMA include a large number of examples in the study texts. Ross mostly uses
the exemplifying as a major tool of the explanations. Presentation of the materials in
the Russian sources differs by the complicated academic language and approach to
the mathematical formulations. American study materials (and most of other
materials in English language) are oriented on the international student perception
and their goal is to make the material clear to a non-native speaker.
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