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Dear Reader,
Good research, like good business, needs a solid framework. Sufficient resources 
need to be distributed so that they are utilized most effectively. The Swiss  
National Science Foundation, which is supported entirely by public funds from  
the Confederation, probably enjoys the highest freedom in the Western world to 
allocate resources quickly to the best researchers. A remarkable initiative by  
SNSF in the field of science was the creation of the National Centers of Competence 
in Research, self-governed research projects in areas considered of strategic  
importance to Switzerland. One of these competence centers, “Financial Valuation 
and Risk Management” (FINRISK), was set up to support fundamental research  
in finance. Since its inception in 2001, FINRISK has been a huge success as its track 
record shows. 

At the same time, the Swiss financial sector is one of our country’s figureheads and 
an important player in the international scene. In terms of the volume of assets 
managed in investment funds, it ranks 9th in the world. Domestically, the financial 
services sector accounts for more than 10% of our GDP. The significant growth  
of the Swiss financial sector in the past can, at least partly, be attributed to innova-
tion. In order to maintain this leading position, innovation must remain a stronghold 
of the Swiss financial industry. Academic research, in close cooperation with the 
finance industry, should provide a strong impetus for innovation.

Top financial services need top innovation based on fundamental research – but  
also on a deep cultural and historical awareness. It is my firm belief that especially 
in the domain of finance, we need more than excellent technocrats. We need people 
with culture. An understanding of emotions, of trust, of social values, and of 
intercultural differences is absolutely necessary. At the origin of the modern market 
economy, it was not the ruthless speculators, but innovators inspired by ethics of 
sobriety, honesty and strict principles. Today, for the leaders in science and finance, 
the challenge remains to be both excellent in their work and conscious of their social 
responsibility.

In this spirit I congratulate FINRISK on its achievements and express my best wishes 
for its successful continuation.

Pascal Couchepin
President of the Swiss Confederation
Head of the Federal Department of Home Affairs
(Social Affairs, Health and Education)
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Dieter Imboden 
The successful National Centre 
of Competence in Research in Finance

n In natural science, the close associa-
tion between research and application 
has been known for a long time. This 
makes it even more astonishing that, until 
a few years ago, at Swiss universities  
academic finance played a rather minor  
role in comparison with the importance 
of the financial sector to the national 
economy. Despite the international prom-
inence of Swiss financial institutions, 
until recently their involvement in funda-
mental research in Switzerland remained 
rather minor. 

A successful network approach 
The initiators of FINRISK deserve the 
credit for having made a substantial 
effort to change the relationship between 
Swiss universities and the private finan-
cial sector. At the universities, a network 
was developed which strove for a high 
standard in research, initiated the crea-
tion of a large number of new profes-
sorships, placed the education of PhD 
students on a broader basis and ensured 

Anyone who in the future wants to play an important global 
role in finance must plan long term. It is no longer sufficient  
to just offer services of the highest standard. The development 
of new instruments requires a scientific approach. Examples  
from the past show that fundamental research has often  
contributed innovative aspects to practice, albeit often not 
until many years later.

Foundation (SNSF), the launching of SFI 
and its close cooperation with FINRISK 
yields an ideal example of a public- 
private partnership. The SNSF will only 
provide limited funding to FINRISK, as 
for any other SNSF research program. In 
the medium term, these programs need 
to be replaced by an (university and  
private industry) institutional embedding  

of the relevant fields. The FINRISK/SFI 
model also sets a standard for how other 
SNSF programs may once be transformed 
into an integral element of the hosting 
universities. 

The SNSF is proud that its “baby” is  
thriving and offers its sincere congratula-
tions to all those who with their work  
and enthusiasm made this success  
possible.                                                            l

Dieter Imboden 
President of National Research Council
Swiss National Science Foundation (SNSF).

a better transfer of knowledge between 
research and practice. This meant a big 
boost to the reputation of Swiss academic 
finance, which now ranks among the top 
research centers in Europe. 

Public-Private Partnership
The formation of the Swiss Finance 
Institute (SFI) by the Swiss Bankers 
Association represents a milestone in the 
attempt to render FINRISK’s achieve-
ments permanent. Like the creation of 
FINRISK, this initiative is based on the 
understanding that scientific research is 
crucial to maintaining a leading position 
in the world. Meanwhile the cooperation 
between FINRISK and SFI is well estab-
lished. FINRISK is primarily responsible 
for research, while the SFI in collabora-
tion with the participating universities, 
by creating new university chairs and 
strengthening the existing PhD programs, 
ensures the formation of a new genera-
tion of highly-qualified young profes-
sionals. For the Swiss National Science 

Introduction

“ The SNSF offers its 
sincere congratula

tions to all those who 
with their work and 

enthusiasm made this 
success possible.”  
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n At this crossroads of its existence, let 
me reflect on the identity of FINRISK, on 
its achievements and on its prospects for 
the future.

Ten years ago, Switzerland was para-
doxically a strong financial centre whose 
academic recognition in financial eco-
nomics was clearly lagging behind the 
top universities in the Anglo-Saxon 
world, so much so that we used to  
send our brightest students to complete  
their doctoral education in the US. The 
initiative to launch a National Centre of 
Competence in Research (NCCR) in 
Finance has totally transformed this infe-
riority complex into a force of action. 
Indeed, with the creation of FINRISK, a 
group of finance professors in Switzerland 
took the initiative to develop, over a rea-
sonable time horizon, a network fostering 
cutting edge research in finance and a 
harmonized doctoral education across 

After eight years in existence, FINRISK has gained an indisput
able reputation for its academic achievements that extends  
far beyond our Swiss borders. Launched in 2001 by the Swiss 
National Science Foundation, this academic network, strongly 
focused on fundamental research in finance, has demonstrated 
that Switzerland, a leading financial centre, can also position 
itself on the map of excellence in academic finance and rely  
on the multiple synergies between its scientific and profes
sional communities of financial specialists to promote innova
tion and sustainability of the Swiss financial sector. 

over the last few years. Its doctoral  
program has gradually become harmo-
nized across the various campuses, with 
students being selected from a pool of 
in ternational doctoral applicants. Ulti-
mately, the doctoral program will be 
competitively evaluated according to  
the success of its students’ placement 
worldwide. 

Since its inception, FINRISK has meas-
ured its scientific achievements based on 
a competitive process. For this reason,  it 
has introduced – and immensely bene-
fited from – its Scientific Council of inter-
nationally recognized finance aca demics. 
Their duty is (i) to monitor the per-
formance of its existing projects, (ii) to 
competitively select its new projects, and 
(iii) to allocate yearly budgets to each of 
its ten constituent projects based on their 
academic performance. We believe that 
the flexible organizational structure of 
FINRISK, along with the significant role 
and strong guidance that its Scientific 
Council has been able to play in this set-
ting, have been instrumental in fostering 
an independent and critical oversight  
of its various research and education  
and knowledge transfer activities.

Why a centre in finance?
You may wonder: Does Switzerland 
really need to establish a position as a 
leading fundamental research centre in 
finance, or should it simply rely on tal-

Switzerland. Rapidly, FINRISK trans-
formed the Swiss academic finance land-
scape from an almost pure consumer of 
research to a producer of academic 
research and talent in the field of finance. 

The creation of FINRISK has made it 
possible to target public funding to those 
goals while simultaneously coping with 
the fragmentation of our universities and 
thereby creating the critical mass of 
finance scientists necessary to make such 
a research platform solid.   

An unmatched level of excellence
Today, FINRISK is a research network 
that integrates 50 finance professors and 
about 80 doctoral students spread over 
seven Swiss universities. It has managed 
to gradually attract first class academics 
who publish in leading finance journals 
and FINRISK’s publication record in top 
finance journals has more than doubled 

Rajna Gibson 
FINRISK, high hopes and high achievements  
for a public initiative to promote excellence  
in Swiss academic finance   
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“We strongly believe 
that the presence of a 

solid academic base  
in finance is necessary 

to assure positioning 
and the prosperity of 

the Swiss financial  
services industry.”  

now have a similar objective in mind, 
namely assuring the viability and the 
long running success of the academic 
finance research foundations recently 
established in Switzerland. In order to 
achieve this goal, public as well as pri-
vate funding for cutting-edge research 
and education in finance need to be 
secured for the long run. We very much 
hope that the Federal Government 
together with the Swiss National Science 
Foundation will continue to support our 
efforts to position Switzerland on the 
map of world class academic finance. 

Let me conclude by saying that for my 
colleagues and me, embarking into  
the FINRISK challenge has been a won-
derful experience which has already  
significantly and profoundly shaped  
our research landscape in academic 
finance and we very much hope that this 
“Swiss finance research momentum” 
will be preserved and nourished for  
the future.                                                      l

Rajna Gibson
University of Geneva 
and Swiss Finance Institute
Director of NCCR FINRISK

ents im  ported from other top finance 
universities to secure its positioning as  
a leading financial sector? 

We strongly believe that the presence 
of a solid academic base in finance is 
necessary to assure positioning and the 
prosperity of the Swiss financial services 
industry. 

Indeed, in today’s competitive world, 
the latter industry can only succeed by 
demonstrating that it can deliver per-
formance, flexibility and innovation 
capacity to its worldwide client pool. 
Finance is precisely the discipline that 
allows one to distinguish what the drivers 
of genuine performance are; what finan-
cial flexibility really means and how it 
should be valued under uncertainty;  
and finally innovation in financial prod-
ucts and strategies is closely linked  
to pioneering breakthrough in finance 
research. Let me just cite as an example of 
this claim how important the option pric-
ing theory developed by Black and Scholes 
and Merton in 1972 has been for the  
creation and the development of deriva-
tives markets, for financial engineering 
strategies and for risk mana gement  
applications. We believe that the many 
synergies between academic research in 
finance and their short and long term 
applications to the financial industry are 
an important criterion when it comes to 
evaluating the future support of FINRISK 
research and educational activities.

This vision is also supported by the recent 
creation of the Swiss Finance Institute 
(SFI), a foundation which, with the sub-
stantial support of the banking sector, 
aims at consolidating the research and 
educational achievements of FINRISK. 
The cooperation between FINRISK and 
SFI has been a perfect example of how to 
create a private-public partnership that 
can leverage the potential of the Swiss 
universities and lead them to adopt com-
mon goals such as harmonizing their aca-
demic quality standards in finance, 
emphasizing the priority of fundamental 
research in their hiring decisions, pro-
moting doctoral education and active 
knowledge transfer to the Swiss financial 
services community. 

Ultimately, all of us who have been 
active in the creation of FINRISK, of SFI 
and in fostering their joint collaboration, 
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n It’s probably fair to say that finance 
research in Switzerland has improved 
significantly over the last ten years 
once FINRISK and similar initiatives 
were launched. Which areas need most 
improvement today?
The improvement in academic finance to 
date has been dramatic due to the work 
by FAME, FINRISK and now the Swiss 
Finance Institute. An easy way to see this 
improvement is to look at changes in 
where the Swiss researchers publish  
their work and which conferences they 
attend. They are now much more suc-
cessful in publishing in top international 
journals and in participating in major 
conferences. They do so in all sub-fields 
of finance, so it’s not just a couple of  
people specialized in one area of finance 
but across the board. When we look back  
15 years or so, that just wasn’t happen-
ing. More recently, Swiss universities 
have also become more competitive in 
the global job market, hiring stars from 
foreign universities and PhD programs. 

There is typically a large discrepancy 
between what academic researchers un

Originally from Switzerland, René Stulz has led a distinguished 
academic career in the US. He is the past president of the  
American Finance Association and former editor of the  
Journal of Finance. In 2004, the magazine Treasury and Risk  
Man agement named him one of the 100 most influential people 
in finance. On the occasion of the annual Doctoral Workshop  
in Finance at Gerzensee, we asked René Stulz about his  
perception on the past and future of Swiss academic finance 
and the usefulness of academic finance research for the  
practitioners’ world.

be rather close. There are research  
cooperations, spinoffs, and other forms 
of partnership through which research 
is sponsored by the private sector,  
often quite considerably. In economics,  
people have been rather hesitant as 
concerns the establishment of such co
operation with the private sector as 
they fear that research would be com
promised. Don’t you think that research 
could be enriched and strengthened by 
partnerships with the private sector?
It’s certainly the case that contact with 
the private sector is valuable, by learning 
about the problems that practitioners 
face. It allows a researcher to test his the-
ory against the practitioners’ knowledge. 
So the benefits from interaction with the 
private sector are significant. However, 
finance is different from many other  
sciences in that the research that’s done 
does not typically lead to results that can 
be patented. As a result, when research  
is done jointly between business and 

derstand by “good research” and what 
practitioners do. Many practitioners 
would like academics to focus on work 
that helps them make money. What are 
the three most important criteria of good 
research?
The objective of academic finance research 
should not be to make money for some-
body but it should be to do research that in 
one way or another is going to contribute 
to the understanding of how people take 
financial decisions and how markets work 
and so on. And as we improve our under-
standing of these things, people in indus-
try who are clever find ways to make 
money out of that research. There is a rea-
son Goldman Sachs employees show up  
at academic conferences in finance. In 
other words, the main goal for academic 
re search should be to contribute to finance 
in an important way and thereby enable 
people in industry to be more successful 
and firms to be more profitable.

In some areas of science, such as bio
technology, engineering, or medicine, 
the interaction between academic insti
tutions and the private sector seems to 

 René Stulz 
 “The improvement in academic    
 finance to date has been dramatic   
 due to the work by FAME, FINRISK   
 and now the Swiss Finance Institute” 

Introduction
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finance academics, it often cannot be 
published because if it is published eve-
rybody can use it. A lot of the things we 
do are going to benefit a lot of people.  
So, the model where you form a joint  
venture between academics and practi-
tioners is not one that works well to do 
the kind of work that’s typically done in 
finance.  

Don’t you think there is a need for the 
two to approach each other?
I don’t think that there is a problem in the 
relationship as there is a lot of interaction 
already. Academics talk to practitioners, 
they teach practitioners, and help practi-
tioners by consulting. I think it’s probably 
better to keep all these relationships  
separate from the research program.  
I think the research program shouldn’t be 
directed simply at producing something 
that generates revenue for somebody 
because that’s simply not the way finance 
research works.

In Europe, research has been rather 
technical, much alike engineering. The 
proportion of empirical work is much 
smaller than in the US. Do you think 
that research in Europe has to be more 
empirical (and thus more scientific) as 
opposed to engineeringlike?
I think that greater emphasis on financial 
engineering type of work is something 
that will change over time and will 
change naturally. The importance of 
other areas of research is going to grow.

The advantage of doing engineering –   
or mathematical – work is that you don’t 
need a database, for instance. Access  
to data in Switzerland until recently was 
really poor. If you wanted to write papers 
that were at the frontier of research in 
empirical corporate finance, it required 
lots and lots of financial resources to  
do so – much more than if you wanted  
to write a mathematical paper. Empirical 
work is much more expensive than 
deriving formulae – there’s no question 
about that. People in the US had access  
to data that was dramatically better  
than in Switzerland. I think that this  
factor leading to more mathematical 
work is disappearing. If I look at the work  
done by PhD students and by faculty 
now compared to 15 years ago, there is  
a lot more empirical work done here.  
The balance of research being done has 
changed over time, and it has changed  
as a result of FINRISK. So, I’m not con-
cerned. There’ll be the right balance as 
long as Switzerland is competitive in 
terms of salaries and in terms of financial 
support of empirical work.  

Many Swiss finance departments com
pare themselves with their counter
parts at the top US schools. What do 
you think is the gap between finance 
departments in Switzerland and those 
in the US?
FINRISK and SFI are helping to close this 
gap in terms of compensation and 
research support but the gap is still large. 
It is particularly significant when it 
comes to salaries. There is still a gap for 
data availability. Swiss finance profes-
sors spend more time than American 

“The main goal for 
academic research 

should be to contribute 
to finance in an impor

tant way and enable 
people in industry to be 

more successful.”  

Currently affiliated with the Ohio 
State University, Professor René 
Stulz maintains close ties with  
the Swiss academic finance 
community. He is a member of the 
FINRISK International Scientific 
Council.
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René Stulz is the Everett D. Reese Chair 
of Banking and Monetary Economics and is 
the Director of the Dice Center for 
Financial Economics at the Ohio State 
University. He has also taught at the 
Massachusetts Institute of Technology, the 
University of Chicago, and the University  
of Rochester, and holds a PhD from  
the Massachusetts Institute of Technology. 
René Stulz is a past president of the 
American Finance Association and of the 
Western Finance Association and was  
the editor of the Journal of Finance, the 
leading academic publication in the field  
of finance. At present, he is on the editorial 
board of more than ten academic and  
practitioner journals. René Stulz has pub-
lished more than sixty papers in finance 
and economics journals, including the 
Journal of Political Economy, the Journal of 
Financial Economics, the Journal of Finance, 
and the Review of Financial Studies.  

“By making academic finance  
in Switzerland more vibrant, 
and more recognized inter
nationally, FINRISK will directly  
con tribute to the success 
of the financial industry in 
Switzerland.”  

professors trying to get resources to sup-
port their research. In the US, I am suffi-
ciently supported so I don’t have to write 
grant proposals. So, obviously, much 
more needs to be done to close the gap. 
Ideally, researchers should be happy 
being in Switzerland but we’re not yet 
there. 

You have already mentioned the  
significant gap between salaries of US 
finance researchers and their col
leagues in Europe. Here at Swiss uni
versities people tend to have a rather 
egalitarian view of the world in that 
professors should all earn the same 
amount of money. Obviously that’s in 
stark contrast to how things work  
in the US. Do you think that this  
puts Swiss finance research at a dis
advantage?
It’s a model that’s simply not economi-
cally feasible in a finance department at 
a leading US school; it simply cannot be 
done. If you are egalitarian across all the 
fields then you’re going to give a subsidy 
to literature professors and you’re going 
to underpay finance professors, and you 
won’t be able to attract those finance 
professors that you want to attract but 
you will have fantastic literature profes-
sors. The only way that you can compete 
in finance and succeed in recruiting is  
by paying market wages. The alternative 
model of paying everybody equally 
makes no sense. By the logic of that 
model, people on the faculty should be 

paid the same as janitors. People within 
finance departments should not be paid 
the same either. It makes no sense to 
pay US market salaries to individuals 
who are not competitive in the global 
market.

In Switzerland we have two competing 
models for running a school. One is 
teachingoriented with little or no 
highquality research, the other is  
researchoriented. Is research a neces
sary and sufficient condition for good 
teaching?
It probably depends on the level of teach-
ing. For some undergraduate courses, it’s 

not obvious that good research is neces-
sary for teaching. Teaching advanced 
undergraduate courses, MBAs, etc., as 
finance is changing so much and our 
understanding of finance is improving, 
it’s absolutely necessary to understand 
research done at the frontier to know 
what’s happening in the marketplace. 
You don’t want a situation where some-
body teaches the finance of 30 years ago. 
It’s going to make them uncompetitive, 
which is not going to do them a good 
service. Some banks made big losses 
recently when they did not implement 
techniques taught in good advanced 
finance courses.

How do you think academic finance, 
and FINRISK in particular, can help the 
Swiss financial industry?
Leading financial firms use academic 
finance all the time as a lot of products 
are based on contributions by academic 
finance. In fact, one could say that the 
whole derivatives industry was actually 
started by academic finance. By making 
academic finance in Switzerland more 
vibrant, by pushing it to the forefront,  
by making it more recognized interna-
tionally, FINRISK will directly contribute 
to the success of the financial industry in 
Switzerland. More reliance on research 
at the forefront of finance would have 
helped banks avoid some large losses, 
which right now would be quite helpful. 

Professor Stulz, thank you very much. l

Introduction
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n The Swiss Finance Institute has been 
designed and given the means to achieve 
the structural strengthening of academic 
finance that FINRISK could not aim for 
given its nature and time horizon. Besides 
Executive Education, which is a priority 
domain for SFI but is outside the realm  
of FINRISK, the Swiss Finance Institute  
pursues, in collaboration with its partner 
universities, the goal of attracting top 
academic talents in Switzerland on a per-
manent basis. At the end of two years of 
operations, the Swiss Finance Institute has 
finalized its cooperation with six academic 
institutions, the Universities of Geneva, 
Lausanne, Lugano and Zurich as well as 
EPFL and ETHZ. Eight new professors have 
been recruited in the partner universities 
in the last two years, among whom at  
the senior level Bernard Dumas (recruited 
from INSEAD), Peter Bossaerts (from 
Caltech), Felix Kübler (from Wharton) 
and Amit Goyal (from Emory University) 
for a total of over 45 researchers. Further 
recruitment is ongoing or being planned 
on the three SFI campuses. Altogether, 
the cooperation agreements signed by  
SFI with the partner universities lead  
us to expect over 20 additional academic 
positions in the next few years.  

The Swiss Finance Institute (SFI) is the descendant of FINRISK 
in the lineage of successful collaborations between academia 
and the private sector in the field of banking and finance.  
As such, the Swiss Finance Institute owes a lot to the success of 
FINRISK that it aims to complement and support longterm. 

Attracting top talents is not the only goal. 
Retaining researchers partakes of the 
same intention. Six SFI-senior or junior 
chairs and four SFI-fellow positions have 
been endowed recognizing the world-
level contributions to knowledge of ten 
researchers affiliated with partner uni-
versities, all of them but two recruited  
in the five-year period preceding the 
launch of the Swiss Finance Institute. 

This substantial build-up is guided by  
a Scientific Council chaired by René  
Stulz and composed of Tim Bollerslev, 
Patrick Bolton, Michael Brennan and 
Ioannis Karatzas. It clearly extends and 
completes the action of FINRISK which 
has concentrated on the hiring of non-
tenure track assistant professors or post-
docs. But it also requires the continued 
investment of FINRISK to provide ade-
quate research funding to these new 
world-class researchers. The division of 
responsibilities between SFI and FINRISK, 
whereby the former concentrates on struc-
tural change while the latter focuses on 
financing research projects on a competi-
tive basis is optimal. It is validated by the 
seamless cooperation between the two 
organizations in the domains of funda-
mental research and PhD training. 

Jean-Pierre Danthine 
Swiss Finance Institute and 
FINRISK, a complementary duo 
on the road to success

It is with this complementarity in mind 
and in view of avoiding costly overlaps 
that the financing of research projects 
has been delegated by SFI to FINRISK 
with Rajna Gibson acting as Head of 
Research at SFI and the FINRISK Inter-
national Scientific Council assuming  
the scientific supervision of the entire 
activity. In 2007 the SFI initiated the 
funding of a new research program 
within FINRISK. At the end of the stand-
ard competitive selection procedure 
entirely managed by FINRISK, the project 
was attributed to Bernard Dumas who is 
heading a group of researchers focusing 
on equilibrium asset pricing. 

Similarly, the Swiss Finance Institute 
PhD program is now a harmonious single 
program offered on three campuses, 
Geneva/Lausanne, Lugano and Zurich, 
under the joint supervision of SFI and 
FINRISK. The program counts nearly 80 
students making it one of the largest, if 
not the largest, PhD programs in finance 
in the world. FINRISK and SFI are work-
ing together to consolidate the reputation 
of the program which in the end will 
entirely depend on our placement record. 
Placement, on the other hand, will depend 
on the quality of faculty and students. 
Building up a world-class faculty and 
providing them with competitive research 
conditions is what SFI and FINRISK are 
ultimately striving for.        l

Jean-Pierre Danthine
University of Lausanne, Swiss Finance Institute
Managing Director of Swiss Finance Institute
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Risk is at the core of any financial institution’s  
business model. The word is on every finance practitioners’ 

lips. But what is risk? This is one of the deep questions in 

finance, and it is absolutely fundamental to the field. It has not 

only concerned finance researchers. Philosophers as well as 

mathematicians and statisticians have been thinking about this 

question for many centuries. Whereas the philosopher is more 

concerned with the meaning of risk, the mathematician (and 

finance researcher) is occupied with its operational definition, 

the question of how risk should be measured. Freddy Delbaen  
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Jean Imbs’ international career path 
seems to know no bounds. He received a 
Master’s degree from HEC Paris, and a PhD 
in economics from New York University. He 
has taught at the London Business School,  
the University of Chicago, Princeton and 
New York University. 
Between 2003 and 2004, he was Peter 
Kenen Fellow at Princeton University and 
has held visiting appointments at the 
International Monetary Fund, the World 
Bank, the Hong Kong Institute for Monetary 
Research, the Paris School of Economics 
and the European Central Bank. Today he is 
a Professor of Economics and Finance at 
the University of Lausanne. His research 
focuses on international economics and 
finance, and includes issues such as the 
determinants of exchange rates, the resolu-
tion of international imbalances, the impact 
of volatility on growth, the synchronization 
of business cycles and the patterns of  
specialization in growing economies.

n One of the experts at FINRISK in this 
field is Jean Imbs. Together with his col-
laborators, he investigates how financial 
development and international capital 
flows affect the real economy. This is a 
vast research program that embeds many 
relevant questions. They address the 
effect of deregulation of the banking  
sector on the allocation of capital across 
economic activities; international diver-
sification gains from holding different 
categories of asset (equity or foreign 
direct investment); or effects of imperfect 
investor protection on output volatility.  
The project also tries to find an expla-
nation for recent increases in return  
volatility at a time when fluctuations in 
economic activity seem increasingly 
smooth (the “Great Mo deration”) – a topic 
of great interest to practitioners.

International collaboration ser-
vicing the international community
Imbs’ group recently began collaborating 
with the International Monetary Fund on 
the Chiang Mai Initiative. The initiative 
proposes using member countries’ accu-
mulated reserves to provide cross-insur-

The interlinkages between financial development and  
the real economy are of pressing interest in a globalizing world.  
Are deepening financial markets and growing capital flows  
changing the characteristics of our economies, both in terms  
of their long run performance and their volatility? The question 
is especially relevant at a moment when credit crises around 
the world seem to have triggered a global slowdown.

Jean Imbs 
Financial Development 
– A Curse or a Blessing?

ance against balance of payments crises, 
a project for which the IMF expertise can 
be relevant. The project uses conven-
tional data sources to investigate the 
potential for cross-insurance in several 
subsets of key trading nations. The results 

suggest that international insurance gains 
can be considerable for relatively low 
numbers of economies involved, pro-
vided membership in the insurance 
scheme is chosen carefully. A corollary 
question is what type of assets (equity, 
bonds, bank loans or foreign direct 
investment) is more likely to deliver such 
insurance gains.

Imbs’ work with the Chiang Mai 
Initiative exemplifies FINRISK’s collabo-
rative approach to research. The project 
involves close collaboration with the 
International Monetary Fund (IMF) and 
the European Central Bank, where Imbs 
has worked previously. 

Members of Imbs’ group, the Macro 
Risks, Systemic Risks and International 
Finance group, also collaborate with 
many high-profile international research  
centers including the London Business 
School, New York University, Harvard, 
Princeton, and Columbia University. 
“FINRISK actively fosters outside col-
laboration”, explains Jean Imbs. “More  
than that, it fosters research quality by  
pro viding its researchers with world-
class peer-review from outside by the 
International Scientific Council (ISC).” l

Jean Imbs
Professor of Economics and Finance
University of Lausanne 
and Swiss Finance Institute.
Prof. Imbs is the leader 
of the FINRISK research project
on “Macro Risks, Systemic Risks
and International Finance”.

Research 
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“FINRISK actively fosters 
research quality by providing 

its researchers with 
worldclass peerreview from 

outside by the ISC.” 
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“In the United States 
and increasingly more 

so in Europe, the market 
first asks whether  

the company has met the 
consensus forecast.” 
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n The traditional focus of corporate 
finance on analyzing investment and 
financing decisions of the firm has, in the 
past decades, significantly broadened to 
include many other aspects of corporate 
policy which potentially affect firm value. 
The growing importance of stock markets 
worldwide as well as increased transpar-
ency and coverage by financial analysts 
has made stock prices extremely suscep-
tible to the release of new information 
about the companies’ prospects. This 
pressure has made the kind, the quality, 
the amount, and the distribution channels 
of infor mation about company funda-
mentals a crucial element of corporate 
policy.

Meet or exceed expectations
Degeorge’s research goes beyond the 
mere sensationalism after manipulations 
of accounts become public, and takes  
the notion of earnings management to a 
rigorous scientific analysis. In particular, 
he focuses on whether moni toring by 
financial analysts reduces or increases 
earnings manipulation. Close monitoring 
from analysts could discourage compa-
nies from manipulating their financial 
reports because of the detrimental pub-

licity connected with it. Alternatively, it 
could be argued that analysts exacerbate 
earnings management by driving manag-
ers to meet or exceed market expectations. 
“In the United States and increasingly 
more so in Europe, the market first asks 
whether the company has met the consen-
sus forecast”, Degeorge says.

In an earlier study he examined earn-
ings management in the United States, a 
fairly homogenous corporate governance 
environment, while in a recent paper 
comparison is made between earnings 

Corporate scandals during the early years of the new millennium 
have fuelled numerous legal and academic investigations into  
the causes of corporate fraud and manipulation or management 
of reports. What kind of business environment encourages  
earnings manipulation? What is the role played by financial 
analysts in the process of providing information about firm 
fundamentals to the market. Francois Degeorge takes a rigorous, 
empirically founded approach to answering important  
questions surrounding the theme of corporate information  
and its communication to market participants.

Francois Degeorge 
Management versus Manipulation

manipulation in transparent environ-
ments, such as those that prevail in 
Canada, Norway and Singapore, and 
manipulation in less transparent coun-
tries. Degeorge’s findings are more 
nuanced than the typical earnings man-
agement literature. The results are  
consistent with the view that earnings 
are biased to meet the consensus of 
 analysts’ predictions. However, in trans-
parent corporate governance environ-
ments, analyst coverage acts as a curb on 
the most visible forms of earnings  
manipulation and limits them to more 
subtle, short-term management. “Exec u-
tives have a good deal of leeway in  
presenting accounts, albeit within the 
law”, Degeorge explains. In opaque envi-
ronments, on the other hand, analyst  
following does not appear to limit even 
gross forms of earnings manipulation.

Relevance for corporate  
governance mechanisms
Degeorge’s work suggests that market 
discipline cannot entirely substitute legal 
corporate governance structures. More 
generally, his research helps to under-
stand the effectiveness of corporate  
governance mechanisms and their  
interaction with the monitoring by  
the financial sector. His insights can thus 
serve to evaluate and design the environ-
ment, legal and voluntary, in which  
companies operate and communicate 
with investors.        l

Francois Degeorge
Professor of Finance
University of Lugano 
and Swiss Finance Institute.
Prof. Degeorge is the coordinator 
of the FINRISK research module 
on “Corporate Finance”.

Francois Degeorge 
To many, “performance” – by managers, 
other employees, or whole firms – is still a 
rather poorly defined concept and the sub-
ject of recurring heated debates between 
stakeholders.
Francois Degeorge, Professor of Finance  
at the University of Lugano, has studied  
the measurement of performance, the 
manipulation of performance measures, 
and many related questions over the course 
of the last few years. Author of numerous 
academic and practitioner-oriented arti-
cles, and recipient of many prestigious 
prizes and awards – the performance of  
the Harvard graduate has been nothing  
but exceptional – by any measure.
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n Econometrics has been one of the most 
fertile areas in finance research in the 
past two decades. Statistical methodology 
that relies on more realistic assumptions 
regarding asset dynamics and which gen-
erates more accurate estimates of essen-
tial inputs for the pricing of securities has 
found its way into practical applications 
and is continuing to gain importance in 
the industry.

A prominent example is the pricing, 
risk assessment, and hedging of credit-
sensitive securities and portfolios. While  
the concepts of Value-at-Risk (VaR), 
Expected Shortfall, and recovery rates 
are ubi quitously used in practice, esti-
mation methods for these important 
quantities are still in full development. 
An important part of Scaillet’s research 
focuses on so-called nonparametric and 
semi- parametric approaches to these 
problems. The advantage of nonparamet-
ric estimation is its independence of spe-
cific distributional assumptions. His work 
on nonparametric estimation of recovery 
rates, for instance, is highly relevant for 
VaR calculations as they are routinely 
done in banks and insurance companies. 

Volatilities and correlation of securities on the one hand, 
default probabilities and recovery rates of corporations on the 
other, are key inputs for the pricing of all kinds of financial 
products. They are also critical for forecasting potential losses 
and risks in the financial industry. Advanced econometric 
methods to estimate these quantities are increasingly entering 
into industry practice. Olivier Scaillet and Fabio Trojani, the 
two youngest project leaders within FINRISK, are developing 
cuttingedge methodology for the assessment of various risks 
and the pricing of equities and creditsensitive securities.

Fabio Trojani  
& Olivier Scaillet 
Making Sense of the Numbers

Common industry approaches so far  
are often unable to replicate the empiri-
cal distribution of the data such as the 
high incidence of 0% and 100% recovery 
rates. The methodology he recently 
developed with his co-author Olivier 
Renault from Standard & Poors is cur-
rently being discussed intensively in  
the industry and promises to improve  
the forecasting of potential losses in  
the financial industry.

Correlation hedging
The analysis of credit risk in relation to 
large portfolios of assets is a common 
area of interest of both Olivier Scaillet 
and Fabio Trojani. Recently, Trojani has 
investigated the implications of stochas-
tic correlations for dynamic portfolio 
management and credit risk modeling. 
“While stochastic volatility has been 
studied extensively over the past twenty 
years, correlations have largely been 
assumed to be constant or simple func-
tions of volatility”, Trojani explains. It is 
well known, however, that hedging strat-
egies based on such assumptions about 
the correlation process tend to perform 

Research 

Olivier Scaillet & Fabio Trojani 
Trained as an econometrician, Fabio Trojani 
received his PhD from the University of 
Zurich. His research mainly focuses on 
issues related to financial econometrics but 
also on asset pricing, portfolio theory, and 
the modeling of term structures.
Oliver Scaillet received his PhD from 
Dauphine University, Paris. His research 
encompasses a wide range of topics per-
taining to financial econometrics. Both  
academics have assembled an impressive 
list of publications and have been the recip-
ients of many honors and awards.
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poorly, especially during periods of mar-
ket downturns. Trojani’s results indicate 
that correlation hedging, a strategy that 
would account for shifts in conditional 
correlations, improves portfolio perform-
ance significantly and can be even more 
economically important than volatility 
hedging. “It is possible that the missing 
factor in many applications of stochastic 
volatility models is actually correlation 
risk”, he says.

In future work Trojani and his col-
leagues want to investigate the potential 
contribution of correlation risk generated 
by disagreement among investors to the 

prices of index and single-stock options. 
Their work is of particular importance 
for investors that manage large portfolios 
of assets and that want to profit from the 
differential pricing patterns of these 
option markets using so-called disper-
sion trades. 

Scaillet, on the other hand, is planning 
to emphasize another practically impor-
tant field in finance: performance meas-
urement of investment funds. He and his 
co-authors have recently developed a 
statistical procedure that disentangles 
pure luck from true performance in 
mutual funds, and he plans to continue 
his work in this direction.       l

Fabio Trojani (on the left)
Professor of Finance 
University of Lugano, University of St. Gallen 
and Swiss Finance Institute.
Prof. Trojani is the leader of the FINRISK project
“New Methods in Theoretical and Empirical 
Asset Pricing”.

Oliver Scaillet (on the right)
Professor in Statistics and Probability
University of Geneva 
and Swiss Finance Institute.
Prof. Scaillet is the leader 
of the FINRISK project
“Financial Econometrics 
for Risk Management”.

“While stochastic 
volatility has been  

studied exten sively 
over the past twenty 

years, cor re lations have  
largely been assumed  

to be constant.”  
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“Quantitative finance 
interested me because  

it was useful and  
produced results that 

could be easily tested and 
verified in practice.” 
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n More stringent regulatory requirements 
for risk management, and a shift away 
from the traditional lending business to 
commission-generating activities in finan-
cial institutions have led to an unprece-
dented development of credit derivatives 
markets in the US and Europe. The princi-
pal and most liquid instrument for hedging 
credit risk is the credit default swap. A 
central part of Schönbucher’s work focuses 
on the valuation of the different varieties 
of credit default swaps. It includes swap 
rate term structure modeling and the pric-
ing of options on credit default swaps, also 
called credit default swaptions.

Quant of the Year
A result that has had a large impact in  
the industry and for which he received  
the prestigious Quant of the Year  
Award of Risk Magazine was a pricing  
technique he developed for options on 
single-name credit default swaps. Using 
the Libor market model to price credit 
derivatives swaptions posed problems 
when accounting for default. “In the Libor 
market model the essential tool is the 
change of measure, but researchers got 
stuck when applying it to credit risk.” 
Schönbucher’s method, which he termed 
the survival measure technique, consisted 
of using defaultable assets as numeraires 
and using a modified Black formula to 
price credit default swap options.

But even though pricing single-name 
credit derivatives is important in many 
cases, Schönbucher retains the portfolio 
perspective as more relevant: “There are 
good reasons why markets for portfolio 
credit derivatives are bigger than those for 
single-name products. Banks and insur-
ance companies typically hold large port-
folios of credits, and they want to hedge 
the portfolio as a whole, not the single 
components separately.” 

One topic in this area is the modeling 
of loss dependence and loss distributions 
in credit portfolios. Schönbucher shifted 
away from the industry standard Vasicek 
model, which is simple and appealing, 

The markets for derivatives and structured finance products 
relating to creditrisky securities have seen an enormous 
growth in recent years. Due to this, quantitative, mathemati
cally founded credit risk models and pricing methodology have 
become essential tools in risk management and credit deriva
tives divisions of large banks and insurance companies. Philipp 
Schönbucher is one of the most prominent researchers in this 
field. His work on singlename and portfolio credit derivatives 
is highly acknowledged by academics and practitioners alike.

Philipp Schönbucher 
The Price of Default

but can lead to serious mispricing when 
it comes to approximating loss distribu-
tions of collateralized debt obligations. 
He instead proposed a different model 
which avoids these shortcomings and yet 
is simple enough not to require lengthy 
simulations. In recent work Schönbucher 
also focuses on the pricing of derivatives 
on portfolios of credit default swap or 
credit default swap indices such as the 
DJ iTraxx for Europe and CDX for the US. 
His new methodology which is based on 
a very flexible portfolio loss model has 
already been implemented by a major US 
provider of pricing tools for collateral-
ized debt obligations.

Theory serves practice
Schönbucher believes that quantitative 
finance theory needs to address real 
world problems. The practical relevance 
stirred him towards pursuing a career in 
this field. “Quantitative finance inter-
ested me because it was useful and  
produced results that could be easily 
tested and verified in practice”, he  
says. He regularly presents his work at 
practitioner conferences. Besides getting 
feedback on his recent work, he regards 
these opportunities as extremely impor-
tant since they allow him to see early  
on what the most pressing problems  
are, and whether an idea would work  
in practice or not. In addition, he was  
a member of the European supervisory 
board of Standard & Poors, another chan- 
nel through which he was able to  
follow developments in the industry 
practice.         l

Philipp Schönbucher
Executive Director, Fixed Income
Currencies and Commodities Division
Goldman Sachs International, London.
Until January 2008 he was Assistant 
Professor at the ETH Zurich.

Philipp Schönbucher 
Educated in mathematics and economics at 
the Universities of Bonn and Oxford, Philipp 
Schönbucher’s work has mainly focused on 
the incorporation of credit risk in the mod-
eling of interest rates. The technologies he 
developed facilitated the pricing of credit 
derivatives, an area he soon championed. 
His book “Credit Derivatives Pricing Models” 
(2003) became a must-read for practition-
ers working in the area. A regular consult-
ant to the finance industry, he was the first 
academic to receive the prestigious “Quant 
of the Year” award by Risk Magazine in 
2005. In January 2008 he left his position as 
assistant professor at the Swiss Federal 
Institute of Technology in Zurich (ETHZ) to 
join Goldman Sachs.
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n One of the main reasons for the gap 
between researchers and practitioners is 
the lack of interpreters between the two 
worlds – experts who translate practition-
ers’ problems into interesting and workable 
research challenges and the results back 
into promising innovations. One of the 
FINRISK researchers who has been moving 
seemingly between academia and practice 
is Markus Leippold. This young finance 
expert is a natural alter ego of practitioners 
as he has been working in both worlds since 
his early years at university. 

Leippold’s research is driven by his 
curiosity for financial matters. However, 
much of his work was inspired by his 
exchange with practitioners. A project 
that provides for both interesting re search 
and utilizable output is a “win-win situa-
tion” for researchers and practitioners 
alike.

One of the fields Leippold has been 
working on is credit risk. Today, standard 
models to compute the credit risk of a 
loan portfolio take into account firm-spe-
cific information like the debt-to-equity 
ratio, as well as macroeconomic variables 
like GDP growth, inflation, or exchange 
rates. These models regard firms in the 
loan portfolio as isolated entities, each of 
them being subject to firm-specific and 
macroeconomic shocks. Many firms in  
an economy are inter-related though, as 
buyers and suppliers for example. These 
relationships might serve as a channel to 
propagate shocks in an economy from 
one firm to another. Thus, information on 
such relationships may serve as an impor-
tant factor in the estimation of the credit 
risk in a loan. Leippold, together with two 
risk management practitioners, devel-

Researchers and practitioners should live in perfect symbiosis, 
so one would think the latter suggesting problems and  
the former developing solutions. Unfortunately, such kind of 
symbiosis is rare. Researchers in finance are often confronted 
by practitioners with the complaint that their work is too 
abstract and too far away from reality to be helpful in their 
daytoday business. 

Markus Leippold  
A Perfect Symbiosis

oped a framework that incorporates such 
information on firm relationships into a 
credit risk model. The framework is cur-
rently being implemented at a Swiss bank 
and has also attracted the attention of regu-
lators such as the Bank for International 
Settlement and the Financial Services 
Authority in London. 

Exceptional risks …
Another major challenge for financial 
institutions lies in the development  
and implementation of operational risk 
management frameworks. In cooperation 
with several researchers at a commercial 
bank, he showed that for operational  
risk, a simple copy-and-paste exercise of 
approaches successfully applied to mar-
ket and credit risk will eventually fail. For 
operational risk, one has to explicitly take 
into account not only stochastic depend-
encies, but also “functional dependen-
cies” that become obvious when we adopt 
a process-based view on the institution’s 
value chain to model operational risk. 

Markus Leippold was educated in  
economics and finance at the University of  
St. Gallen before embarking on a career in  
the finance industry. In 2002 he returned  
to academia where he has been combining 
his theoretical knowledge with practical 
experience in his study of term structure 
modeling, asset pricing, and risk manage-
ment – usually in cooperation with experts 
in private industry. This powerful combina-
tion has not only resulted in a number of 
publications in top-tier journals. Many 
times over, his achievements have been 
recognized with grants and awards by both, 
academic institutions and private-sector 
organizations.

Research 
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Leippold and his co-authors developed a 
theoretical framework that addresses this 
challenge. This framework as well has 
been refined and is now being imple-
mented into existing risk management 
systems by major financial institutions. 
Both of these contributions to risk man-
agement have been appreciated not just 
by practitioners and regulators; they 
have also attracted the attention of the 
academic community. The paper on 
credit risk was awarded the STOXX 2004 
Gold Award of the European Financial 
Management Association, and the contri-
bution on operational risk won him the 
Risk Magazine’s Achievement Award. 

… exceptional rewards 
However, Markus Leippold’s research is 
not restricted to risk management, but 
extends also into the field of asset pricing 
and asset management. Early 2008, 
In quire Europe, a global organisation 
which encourages quantitative invest-
ment research to better inform financial 
and portfolio management, awarded a 
grant to support Leippold’s new project 
on momentum and dispersion strategies. 
The grant accompanies an Inquire Europe 
best paper prize awarded to Leippold in 
2007 for a paper on variance swap, which 
reviews data from more than a decade of 
variance swaps – a bet based on the vola-
tility in a given market – to examine the 
various influencing factors as well as pro-
posing strategies for maximising returns 
with this type of financial product.

The projects described above present 
striking examples where FINRISK research-
ers have contributed to the solution of  
current problems in the finance industry  
by developing internationally recognized, 
cutting-edge academic research – a sym-
biosis of researchers and practitioners.  
Both, the research community and the 
finance industry in Switzerland would 
greatly benefit if they ventured into more 
such partnerships.                      l

Markus Leippold
Associate Professor
Senior Lecturer in Finance
Imperial College, London.
Until March 2007 
he was Assistant Professor
at the Swiss Banking Institute 
of the University of Zurich 
and coordinator of the FINRISK
research module “Risk Management”.

“A project that provides 
for both interesting research 

and utilizable output 
is a ‘winwin situation’ 

for researchers and 
practitioners alike.” 

Markus Leippold (left) in 
discussion with Dr. Philipp 
Halbherr (right), Head of 
Investment Banking at the 
Zürcher Kantonalbank (ZKB). 
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n Within FINRISK, a group of researchers 
around Thorsten Hens actively participate 
in the pursuit of more realistic models  
of economic actors. Hens, a German, was 
trained as a neo-classical economist but 
soon found out that the traditional set of 
tools were insufficient for a realistic 
description of the economy. For several 
years, he and his colleagues have been 
extending neo-classical theory to account 
for observations of actual choices of eco-
nomic actors. Behavioral finance, like 
neo-classical finance, still treats the 
human agent as a black box. Choices are 
made “as if” the agent were a computer 
that invokes certain rules. Other than in 
neo-classical finance, however, the rules 
do not come from any normative theory 
of decision making such as rational 
choice. Instead, they are inferred from 
extensive observation of actual choices in 
various contexts, typically in laboratory 
experiments, or through many question-
naires that probe agents’ likely choices  
in various hypothetical situations. In this 
area, Hens’ research team cooperates 
intensively with the group of Ernst Fehr.

The task is immense given that human 
behavior is bewilderingly complex and 
heterogeneous. The list of cognitive 
biases, deviations of actual behavior from 
rational choice, is long and, given the 
context-dependency (“framing”) of many 
biases, likely to lengthen substantially.  
As a result, this endeavor risks becoming 
as painful and inaccurate as the categori-
zation of plant and animal life on the 

basis of external features was before biol-
ogists discovered DNA. For that matter, 
the discovery of DNA was not an out-
growth of biologists’ efforts to categorize 
plant and animal life, but came about 
only because biologists started looking 
beyond the external features, and into 
the inner workings of plants and animals. 
The same is happening in economics and 
finance now as researchers are trying to 
explain economic actions by looking into 
the inner workings of the human brain. 
This new approach employs many results  
and techniques from neuroscience. 

Interdisciplinary collaboration
Ernst Fehr, another member of FINRISK, 
has used neuroscience to study social 
behavior by humans, with a focus on eco-
nomic interactions. Although this field  
is still in its infancy, some groundbreak-
ing findings have already been made, 
such as the fact that trust in humans is 
linked to the level of oxytocine. Based on 
the pioneering work in this area, much by 
Ernst Fehr, techniques from neuroscience 
are now also being applied to questions 
more specific to finance.

This area of research is the domain of 
Peter Bossaerts. The Belgian, who has 
recently joined the faculty of the Federal 
Institute of Technology in Lausanne (EPFL) 
from the California Institute of Technology, 
is a world-renowned finance researcher 
and one of the pioneers of neuro-finance. 
With his research in neuro-finance, he 
wants to improve the positive and norma-

Neoclassical economics treats economic actors as a black  
box: Homo oeconomicus, a perfectly rational decision maker.  
It is silent about how exactly economic actors perceive  
the environment and how they translate perception into choice. 
As a description of actual economic behavior, this approach  
has never worked, really. Over the last decades, numerous 
instances have been cited where most people make economic 
choices that are at odds with this theory. 

Bossaerts, Hens & Fehr
From Neo to Neuro – Finance 
Research at the Cutting Edge

Research 
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tive relevance of the decision theory 
underlying the theory of finance. In addi-
tion, he tries to determine when and how 
humans change their perception of risk 
and reward in a – from an evolutionary 
point of view very novel  –  financial envi-
ronment. Among other things, he and his 
colleagues, surprisingly, have discovered 
that the brain decomposes gambles into 
expected return and risk, very much like 
in the modern theory of portfolio choice. 

The new developments in finance 
increasingly require interdisciplinary 
collaboration. Whereas economists are 
used to working with mathematicians 
and econometricians, they now also  
co-operate with psychologists and neu-
roscientists. Another important group of 
collaborators are practitioners. Although 
Thorsten Hens was trained as a theorist, 
he himself knows finance practice rather 
well, based on first-hand experience  
as an advisor to various financial insti-
tutions. This experience flows directly  
into his research. On the other hand,  
by sharing his research results with 
finance practitioners, he ensures that his 
discoveries find their way into the real 
world and help practitioners design 
financial products, develop investment 
strategies, and compute risks.      l

Text partly based on Preuschoff, Quartz and 
Bossaerts; “Neural Differentiation of Expected 
Reward and Risk in Human Subcortical Struc-
tures”, Neuron 51 (2006).

From left to right:
Peter Bossaerts
Professor of Finance 
EPF Lausanne 
and Swiss Finance Institute. 

Thorsten Hens
Professor of Financial Economics
University of Zurich 
and Swiss Finance Institute.

Ernst Fehr
Professor of Microeconomics
and Experimental Economics
University of Zurich.

“The brain decom
poses gambles into 

expected return and 
risk, very much like in 

the modern theory 
of portfolio choice.”

Bossaerts, Hens & Fehr
Previously, the three distinguished econo-
mists studied economic and financial prob-
lems from rather distinct vantage points. 
Bossaerts is an expert in asset pricing. Fehr 
used to focus on labour markets. The third in 
the trio, Hens specialized in general equilib-
rium theory in the presence of incomplete 
markets. Now the three researchers are 
united in their endeavor to integrate insights 
from psychology and neuroscience into eco-
nomics and finance, a research program with 
high hopes for the discipline. 

Peter Bossaerts is Professor of Finance at  
the Swiss Federal Institute of Technology in 
Lausanne (EPFL). He joined EPFL from the 
California Institute of Technology where he 
graduated in 1986 with a PhD in Man-
agement. 

Ernst Fehr is Professor of Microeconomics 
and Director of the Institute for Empirical 
Research in Economics at the University of 
Zurich. He received his PhD in Economics 
from the University of Vienna. 

Thorsten Hens is Professor of Financial  
Eco nomics and the Director of the Swiss 
Banking Institute at the University of Zurich. 
He was trained in economics at the University 
of Bonn. 
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Barone-Adesi received his PhD from 
the Graduate Business School at the 
University of Chicago, in the vicinity of 
several of the world’s largest derivatives 
exchanges, and he has held visiting pro-
fessorships in Canada, the US and the UK. 
Today, he resides in Lugano, far away from 
the world’s financial centers. Barone-Adesi 
advocates academia’s tendency to “abstract, 
a little, away from the immediacy of the 
here and now”. A network of academics  
and practitioners around the world allows 
him to stay at the forefront of developments 
in academic research and in financial  
markets. While he grew up as a theorist, 
there is no doubt that Barone-Adesi is at 
home with real world finance. 
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n Many problems in finance can be 
boiled down to the fast and efficient 
processing of information. Processing 
capacity is limited however. Thus, many 
solutions to financial problems can be 
regarded as a way to use information and 
computational resources more effec-
tively, a skill that Barone-Adesi regards 
as one of his major strengths.

American Option Pricing
Contrary to their European counterparts, 
American options can be exercised by 
their holder before maturity. Whereas 
the value of a European option can be 
computed with a simple formula, the 
Black-Scholes formula, the valuation of 
an American option is incomparably 
more difficult due to the early-exercise  
feature. Various approaches had been 
proposed all of which, however, had 
been computationally intensive. The 
approach proposed by Barone-Adesi  
and his co-author Robert Whaley uses  
a numeric procedure called Quadratic 
Approximation to calculate the value of 
the early-exercise “option” and adds it to 
the Black-Scholes value of the option to 
estimate the value of the American 
option. The Barone-Adesi-Whaley model 
is rather accurate, yet computationally 
inexpensive. Today, it is an integral part 
of the toolbox of almost every derivatives 
trader, quant, financial engineer, and  
risk manager. 

Risk management is another area within 
finance where the issue of limited com-
putational resources is pervasive. Com-
puting risk measures such as Value-at-
Risk at portfolio or bank level is an 
enormous challenge that almost any 
financial institution faces in its day-to-
day operations. Traditional approaches 
either require a huge amount of time,  
or they resort to a host of simplifying 
assumptions. 

Filtered Historical Simulation
Several years ago, Barone-Adesi devel-
oped a new way of computing portfolio 
risk that is more accurate than many 
competing approaches yet much faster. 
Most banks use historical simulation  
to estimate the risk of their portfolios. 
However, standard approaches to his-
torical simulation do not account for 
po tential changes in volatility, and  
thus may underestimate risk. Other 
approaches model changes in volatility 
but do not accurately capture the his-
torical distribution of returns. Filtered 

In the 1980’s, Giovanni BaroneAdesi codeveloped a highly 
successful approach to American option pricing, still the  
most popular among finance practitioners. Today, as much as  
in the past, he employs theoretical insight to improve the  
effectiveness of the financial industry. “We try to formalize  
the dissatisfaction with existing solutions and to come up  
with better ones,” BaroneAdesi says.

Giovanni Barone-Adesi 
Accelerating Finance

Historical Simulation captures the actual 
distribution of historical returns yet takes 
into account potential changes in volatil-
ity and thus improves the computation of 
risk over other simulation approaches.

 Today, the method is widely accepted 
in the academic community and em- 
ployed by financial institutions through-
out the world.

The model of Barone-Adesi, 
Engle and Mancini
Filtered Historical Simulation also pro-
vides the basis for the new generation  
of option pricing models. Together with 
Robert Engle, a Nobel laureate, and 
Loriano Mancini, a former student now 
assistant professor at the Swiss Banking 
Institute, Barone-Adesi has developed a 
new model for pricing options on stock 
market indices. Their model is not only 
more accurate and faster than traditional 
models. It also explains puzzlingly high 
option prices that would formerly have 
been deemed irrational. The new models 
can show that these prices are perfectly 
rational. 

Barone-Adesi resides in Lugano, far 
away from the world’s financial centers. 
A network of academics and practition-
ers around the world allows him to stay  
at the forefront of developments in aca-
demic research and in financial markets. 
While he grew up as a theorist, there is  
no doubt that Barone-Adesi is at home 
with real world finance.        l

Giovanni Barone-Adesi
Professor of Finance
University of Lugano 
and Swiss Finance Institute.
Prof. Barone-Adesi is the leader 
of the FINRISK project
“Interest Rate and Volatility Risk”.

“We try to formalize 
the dissatisfaction  

with existing solutions 
and to come up with  

better ones.” 
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n The measurement of risk has of course 
also concerned risk managers in financial 
institutions. Although financial institu-
tions have existed, in one form or another, 
for many centuries, risk was during most 
of those times only loosely defined. Only 
recently have risk measures been formal-
ized and embedded in a sound mathe-
matical and statistical framework.

The most commonly used risk measure 
today is probably Value-at-Risk (VaR). 
Roughly speaking, it is the amount of 
money needed in order to survive bad 
events that occur with a low probability 
(the so called threshold level). 

The concept of VaR is widely accepted 
and rather easy to compute. Predecessors 
of VaR were developed at the beginning 
of the last century already. It took until 
the early 1990s, however, until VaR 
gained wide-spread acceptance, popular-
ized by Dennis Weatherstone, then chair-
man of JP Morgan. Today, VaR is used at 
most financial institutions, among others, 
to compute capital requirements, to allo-
cate capital or to set trading limits. It  
has guided finance practitioners through 
the realms of uncertainty.

However, VaR has some severe con-
ceptual shortcomings. Most importantly, 
it is not sub-additive. In such a case it is 
possible to construct two portfolios in 
such a way that the sum of the risks of the 
two portfolios considered in isolation is 
smaller than the risk of a portfolio joining 
these two sub-portfolios. In other words, 

the risk of a diversified portfolio is higher 
than the sum of the risks of its constituent 
sub-portfolios. We would, however, 
expect diversification to reduce risk. As a 
result VaR cannot be used to consistently 
allocate capital over different business 
lines.

The shortcomings of VaR had long been 
known and had stipulated a significant 
amount of academic research aimed at 
remedying these problems. Most of the 
suggestions at the time focused around 
modifying assumptions of VaR. Freddy 
Delbaen, one of the researchers looking 
for alternative concepts to VaR, together 
with a group of mathematicians, statisti-
cians, and practitioners, attacked the 
problem from a different vantage point. 
In 1998, the group presented a set of axi-

Risk is at the core of any financial institution’s business model. 
The word is on every finance practitioners’ lips. But what is 
risk? This is one of the deep questions in finance, and it is 
absolutely fundamental to the field. It has not only concerned 
finance researchers. Philosophers as well as mathematicians 
and statisticians have been thinking about this question for 
many centuries. Whereas the philosopher is more concerned 
with the meaning of risk, the mathematician (and finance 
researcher) is occupied with its operational definition, the 
question of how risk should be measured.     

Freddy Delbaen 
What Risk Should Be 

Research 

Freddy Delbaen
A graduate of the Free University of Brussels, 
Freddy Delbaen’s research initially focused 
on problems in general equilibrium theory, 
one of the workhorses of traditional micro-
economics. Only later did he embark on the 
study of risk and arbitrage, two fundamental 
concepts in finance. His seminal work, 
together with Walter Schachermayer, on the 
formalisation of the no-arbitrage principle 
can be viewed as a pillar of modern financial 
mathematics, much like his more recent work 
on risk measures. Both are prime examples 
where deep theoretical work fundamentally 
changed practitioners’ thinking about real-
world finance.
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oms that any risk measure should fulfil in 
order to be economically and mathemati-
cally consistent. In other words, the group 
presented a set of criteria any risk meas-
ure should meet in order to be mathemati-
cally sound. It requires, for example, 
that “a merger does not create extra risk” 
or, in other words, that diversification 
reduces risk. A risk measure meeting  
the criteria proposed by Delbaen and co-
authors is called “coherent”. Today, a 
number of risk measures have been sug-
gested that are coherent with Expected 
Shortfall being the most prominent.

New concepts for  
risk measurement 
Delbaen’s journey is not over, though. 
The concept of coherence so far only 
addresses risks with a given fixed time 
horizon. Risks tend to fluctuate over time, 
though, and ever more so in today’s vola-
tile world. The question, therefore, arises 
of how risk measures should be con-
structed in order to consistently reflect 
time variation. Delbaen’s group is actively 
researching this problem.

Delbaen’s work shook up risk manag-
ers and other practitioners and started a 
debate of how to properly measure risk. 
Pinpointing the weaknesses of existing 
risk management practices and raising 
awareness for potential vulnerabilities  
of financial institutions and the financial 
system at large is probably one of  
the greatest merits of Delbaen and his 
colleagues.          l

Freddy Delbaen
Since June 2008 Freddy Delbaen is Emeritus 
Professor of Mathematics at the Swiss 
Federal Institute of Technology in Zurich (ETHZ), 
but he continues research at ETHZ 
in the field of risk measures. 
He is associated with the FINRISK research 
project “Mathematical Methods in Financial 
Risk Management”.

Until the end of 2006 
Freddy Delbaen (right) 
was the Leader of 
the FINRISK project 
“Mathematical Methods 
in Financial Risk Management”. 
From 2007, the research 
in this project initiated by Delbaen 
has been continued under 
the lead of Martin Schweizer (left), 
Professor of Mathematics 
at ETH Zurich.



One of the central questions in finance is to deter
mine how agents and corporations make decisions 
under uncertainty. Some of the sources of uncertainty 

affecting investors’ portfolio decisions and corporations’ invest

ment and financing decisions are well understood. This is  

particularly true for market risks such as equity, interest rate, 

commodity and exchange rate risks. Yet, market risks represent 

only a small subset of the total risk exposures that one  

experiences when trading, investing or making financing  

decisions in financial markets. Project C1
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   Research questions

-   How can one model prospect 
theory mathematically to obtain 
robust asset allocations?

-     Can we deepen the understanding 
of prospect theory by results  
from neuro-finance?

-     Do individual biases survive  
as market anomalies?

-     Can we use the insights of the 
evolutionary dynamics to obtain 
advice on market timing?

Behavioral finance is a flourishing 
area of finance that studies biases 

in individual decision making and the 
market anomalies resulting thereof.  
In this project, rigorous models of port-
folio choice at the level of the individual 
are derived that are consistent with  
the findings of psychological literature. 
In particular the project applies prospect 
theory, a behavioral theory to explain 
individual decision making under un-  
certainty. 

Concerning the level of the market, 
traditional asset pricing models with a 
single representative rational agent, and 
behavioral finance models with a single 
representative behavioral agent are com-
bined to heterogeneous agent models, 
also known as “evolutionary finance” 
models. Phenomena like excess volatil-
ity, momentum and reversal can easily 
be explained by studying the interaction 
of heterogeneous agents. The project 
analyses, among other things, the condi-
tions under which asset prices are mainly 
determined by rational agents, as well as 
which conditions may make markets 
irrational. 

To successfully achieve these targets, 
the project employs several modern  
economic research methods: economic 
modeling, mathematical economics, 
financial econometrics and experimental 
economics.

 

Behavioral and  
Evolutionary Finance 
(Project A1)  

Leader
Prof. Thorsten Hens 
University of Zurich 
> thens@isb.uzh.ch

Research Team (2008)
Peter Bossaerts, Prof.  
> peter.bossaerts@epfl.ch 

Enrico De Giorgi, Prof.  
> enrico.degiorgi@lu.unisi.ch

Ernst Fehr, Prof.  
> efehr@iew.uzh.ch

Kerstin Preuschoff, PhD 
> kpreusch@iew.uzh.ch

Marc Oliver Rieger, PhD 
> rieger@isb.uzh.ch

Klaus Reiner Schenk-Hoppé, Prof.  
> k.r.schenk-hoppe@leeds.ac.uk

Mei Wang, Prof.  
> wang@isb.uzh.ch

Peter Wöhrmann, PhD 
> pwoehrma@isb.uzh.ch

Project members

 

Research 
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Leader
Prof. Jean Imbs 
University of Lausanne 
> jean.imbs@unil.ch

Research Team (2008)
Philippe Bacchetta, Prof.  
> philippe.bacchetta@unil.ch

Jean-Pierre Danthine, Prof.  
> jean-pierre.danthine@unil.ch

Giovanni Favara, Prof.  
> giovanni.favara@unil.ch

Katharina Greulich, PhD 
> greulich@iew.uzh.ch

Marcus Hagedorn, Prof. 
> hagedorn@iew.uzh.ch

Ivan Jaccard, PhD 
> ivan.jaccard@ecb.int

Eric Jondeau, Prof.  
> eric.jondeau@unil.ch

Florian Pelgrin, Prof. 
> florian.pelgrin@unil.ch

Aude Pommeret, Prof.  
> aude.pommeret@unil.ch

Pascal St-Amour, Prof.  
> pascal.st-amour@unil.ch

Mathias Thoenig, Prof.  
> mathias.thoenig@ecopo.unige.ch 

Cedric Tille, Prof.  
> cedric.tille@graduateinstitute.ch

Fabrizio Zilibotti, Prof.  
> zilibott@iew.uzh.ch

world is contracted almost wholly in  
foreign currency, or why beyond a cer-
tain threshold, external debt ceases to 
foster economic growth, but rather tends 
to elicit poor economic policies and low 
investment. 

 

The topics in this project all lie near 
the border between financial eco-

nomics and macroeconomics, and deal 
with the complex interactions between 
finance and the real economy. These 
interactions run two ways. First, from the 
real economy to asset prices, which 
belongs in the vast and rich literature on 
asset pricing in general equilibrium.  
The opposite linkages are becoming 
important, however, with an increasingly 
pressing necessity to understand how 
financial development affects the real 
economy – its performance, its volatility, 
or the prevalence of crises.

The project proposes contributing to 
each of these literatures, in original and 
novel ways. First, the pricing of assets is 
embedded into general equilibrium  
models, where the consequences on both 
the financial and the real sides of the 
constructed theoretical economies are 
investigated. This includes the introduc-
tion of imperfect information in models 
of the nominal exchange rate, the role of 
health in determining portfolio choice, 
and thus asset prices, or the exploration 
of the consequences on equity prices of a 
variety of governance arrangements. 

Second, the project examines whether 
financial openness affects the efficiency 
of investment across sectors, and in doing 
so, influences the volatility of economic 
activity. This addresses a wide range of 
currently important issues: for instance, 
whether international capital flows do 
increase economic volatility, by render-
ing sudden crises more likely, or on the 
contrary improve risk diversification and 
consumption smoothing. 

Third, the massive rise in international 
financial integration over the past few 
years has ignited renewed interest  
in global imbalances, debt sustainabil ity, 
and ultimately financial crises. The pro-
ject investigates, among others, the  
reasons why debt in the developing 

Macro Risks, Systemic Risks and 
International Finance
(Project A2)

Project members

 

 
   Research topics

-   To introduce new determinants  
of asset prices, such as health,  
or the quality of institutions 
(governance, bankruptcy laws).   
To discuss house prices, an asset 
whose pricing is especially 
relevant to the current context.

-     To investigate the impact of 
financial development on the 
specialization of production,  
the diversification of risk,  
and ultimately the volatility of 
economic activity.

-     To introduce new econometric 
techniques that can accommodate 
heterogeneous beliefs on the part 
of economic agents, and inves-
tigate the consequences on asset 
prices and economic quantities.
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This project studies new theoretical 
approaches for understanding the 

joint dynamic features of financial mar-
kets and develops econometric methods 
for their empirical study. In particular, it 
first investigates the role of heterogenous 
beliefs and non-standard preferences 
such as prospect theory, in order to 
develop empirical models able to better 
describe the dynamic properties of credit, 
option, bond and equity markets. In this 
setting, the pricing of longevity risk  
and the resulting optimal risk sharing 
problems are also addressed.

Secondly, the project proposes and 
validates a new general class of multi-
variate stochastic processes. This setup 
allows model builders to incorporate, in 
a flexible and tractable way, stochastic 
correlations, together with disconti-
nuities of prices and second moments, 
into multivariate asset pricing models. 
Factor models based on this approach 
enable the study of large cross-sections 
of prices; these arise, e.g., in the risk  
prediction of large credit portfolios.

Finally, different econometric pro-
cedures for the empirical analysis of 
asset pricing models are investigated.  
In this area, the project studies (i)  
nonparametric and information based  
methods for the estimation of general 
stochastic discount factor and option 
pricing models, (ii) robust statistical pro-
cedures with more accurate finite sample 
features and their application to per-
formance evaluation and forecasting,  
(iii) machine learning techniques com-
bined with boosting and bootstrap 
ag gregation for delivering better esti-
mates and out-of-sample predictions of 
the term structure of interest rates.

 

New Methods in Theoretical and 
Empirical Asset Pricing
(Project A3)

 

Leader
Prof. Fabio Trojani
University of Lugano 
University of St. Gallen
> fabio.trojani@lu.unisi.ch

Research Team (2008)
Francesco Audrino, Prof.  
> francesco.audrino@unisg.ch

Patrick Gagliardini, Prof.  
> patrick.gagliardini@lu.unisi.ch

Enrico De Giorgi, Prof.  
> enrico.degiorgi@unisg.ch

Loriano Mancini, Prof.  
> mancini@isb.uzh.ch

Claudio Ortelli, PhD 
> claudio.ortelli@lu.unisi.ch

Paolo Porchia, PhD 
> paolo.porchia@unisg.ch

Claudia Ravanelli, PhD 
> ravanelli@isb.uzh.ch

Elvezio Ronchetti, Prof.  
> elvezio.ronchetti@metri.unige.ch

Paul Söderlind, Prof.  
> paul.soderlind@unisg.ch

Project members

 
   Research questions

-   How are credit spreads, option 
prices and bond returns influenced 
by heterogenous beliefs among 
investors?  
To which extent do empirical 
proxies for these disparate beliefs 
explain the empirical patterns of 
asset prices?

-   How does correlation risk impact 
prices of financial assets and  
which are tractable models to 
conveniently take it into account  
in a cross-section of assets?

-   Which are appropriate econometric 
procedures for the estimation  
of asset pricing models, ensuring 
accurate nonparametric fit, 
satisfactory robustness properties 
and good finite sample behavior, 
respectively?

Research 
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Leader
Prof. Bernard Dumas  
University of Lausanne
> bernard.dumas@unil.ch

Research Team (2008)
 Tony Berrada, Prof.  
> tony.berrada@hec.unige.ch

Jean-Pierre Danthine, Prof.  
> jean-pierre.danthine@unil.ch

Julien Hugonnier, Prof.  
> julien.hugonnier@unil.ch

Eric Jondeau, Prof.  
> eric.jondeau@unil.ch

Felix Kübler, Prof.  
> kubler@isb.uzh.ch

Michael Rockinger, Prof.  
> michael.rockinger@unil.ch

Norman Schürhoff, Prof.  
> norman.schuerhoff@unil.ch

Market “imperfections” have dif-
ferent impacts on financial market 

prices and influence the equilibrium val-
ues of choices made by financial agents. 
Some of the imperfections may limit the 
ability of the financial economists to 
draw inferences about the meaning of 
financial market prices, and the ability of 
traders to make decisions.

The ultimate goal of the project is to 
determine empirically which combina-
tion of “imperfections” best explains 
observed financial market prices. In this 
way, observed prices will provide infor-
mation about the underlying behavior 
pattern of financial market participants 
(households and firms).

The research group investigates  
several kinds of “imperfections” such  
as: transactions costs associated with 
processing orders in the market, the costs 
of adjusting the physical capital of firms, 
time-varying information arrival causing 
time-varying volatilities and jumps in 
prices resulting in non-standard proba-
bility distributions of returns. 

The project also examines the impact 
of large numbers of state variables mak-
ing it impossible to determine optimal 
portfolios, changes in the boundaries of 
the firm making it difficult to track 
returns for the same activity over time 
and imperfect information of traders 
about the moments (first to fourth) of the 
securities returns distribution. Last but 
not least the presence of some “behavio-
ral” features in the choices of traders, 
limited participation of households to the 
financial market and prospect of default 
are studied in this research.  

 

Equilibrium Asset Pricing
(Project A4)

Project members

 

 
   Research questions

-   Is market incompleteness  
capable of explaining large 
volatility and equity premia  
on traded securities?

-   How serious a handicap is non- 
participation in financial markets?

-   Are transactions costs capable of 
explaining large volatility and 
equity premia on traded securities? 

-   Are prospects of individual default 
capable of explaining large 
volatility and equity premia on 
traded securities?

-   Can investor sentiment explain  
the stylized facts of international 
capital markets?

-   Is the correlation of country stock 
returns rising or falling?

-   How should a portfolio of assets be 
managed in the presence of 
transactions costs under a finite 
horizon?

-   How detrimental to market 
efficiency are frictions related to 
the functioning (microstructure)  
of financial markets?

-   Is idiosyncratic volatility priced?
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The research conducted within  
this project can be grouped under 

four main headings, which can briefly be 
entitled as such: (i) controlling agency 
problems in corporations: the roles of  
analysts, boards and the institutional envi-
ronment; (ii) cash flow and cash holdings: 
implications for corporate investment  
and systematic risk; (iii) skills, know-how  
and core capabilities in corporate finance; 
(iv) liquidity and financial institutions.

One focus of the project lies on the 
analysis of a classical issue in corpo-  
rate finance: motivating management 
and controlling misbehavior. Professors 
Degeorge and Wagner take an empirical 
approach to examine the role of external 
governance mechanisms such as ana-  
lyst coverage and the institutional and  
legal environment as well as internal 
mechanisms such as board structure and 
effectiveness. A second emphasis is on 
corporate cash flow and cash holdings: 
Professor Franzoni investigates how 
shocks to corporate cash holdings inform 
us about the efficiency of investment, 
and whether the market infers correctly 
the valuation consequences of cash 
shocks. This subproject also analyzes the 
changing nature of the relation between 
cash flows and systematic risk and what 
this implies for asset pricing models.

Professor Ewerhart's research concerns 
liquidity and liquidity risk; in particular, 
the liquidity provision by a central bank, 
the extent to which liquidity can be 
transferred though the interbank market, 
as well as the feasibility and implications 
of covering liquidity shocks through 
asset liquidations.

Finally, the sub-project mainly pur-
sued by Professor Habib investigates how 
the composition of a firm’s value in terms 
of tradable assets and human capital 
impacts major corporate decisions such 
as mergers and acquisitions, alliances 
and asset sales. 

Corporate Finance, Market Structure 
and the Theory of the Firm
(Project B1)

Leader
Prof. Michel Habib 
University of Zurich
> habib@isb.uzh.ch

Research Team (2008)
Francois Degeorge, Prof.  
> francois.degeorge@lu.unisi.ch

Christian Ewerhart, Prof.  
> christian.ewerhart@iew.uzh.ch

Francesco Franzoni, Prof.  
> francesco.franzoni@lu.unisi.ch

Alexander Wagner, Prof.  
> wagner@isb.uzh.ch

Project members

 

 
   Research questions

-   To what extent do factors such  
as financial development, trans-
parency, and analyst coverage 
influence earnings management, 
and how do they interact? 
[Degeorge]

-   What can we learn from shocks  
to corporate cash holdings about  
the efficiency of investment and 
the market’s reaction? [Franzoni]

-   How has the nature of systematic 
risk, as measured by beta, changed 
historically, and what are the 
implications of an asset pricing 
model where investors learn about 
beta only over time? [Franzoni]

-   How does a firm choose amongst 
mergers, alliances, and asset 
trades, and how does the com-
position of firm value in terms of 
tradable assets, knowhow and  
core competencies influence this 
decision? [Habib]

-   What are the determinants of 
board effectiveness, and can the 
recent rise in CEO compensation 
be attributed in part to stronger 
corporate governance? [Wagner]

-   Can an agent’s self-serving 
behaviour be constrained by the 
“sacred values” that the agent  
may hold? [Wagner]

-   How should central banks provide 
liquidity to financial markets and 
what is the role of the interbank 
market in liquidity pro vision? 
[Ewerhart]

Research 
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The project encompasses several 
sub-projects investigating issues 

related to or interacting with real options, 
firm’s financial decisions, and financial 
innovation. 

In particular, the project supports 
research that relates to the risk of default 
of corporations (also called credit risk). It 
also incorporates applications of option 
pricing analysis to corporate finance 
issues (financing decisions, risk manage-
ment, executive compensation). 

In addition, a number of sub-projects 
relate to the impacts of financial innova-
tion either from a pricing or financing 
perspective (demand side) or from a sup-
ply perspective (e.g. the relation between 
the degree of competitiveness of the 
investment banking industry and the 
patterns of innovation and imitation of 
new corporate finance products).

 

Dynamic Corporate Finance and 
Financial Innovation
(Project B2)

Leader
Prof. Erwan Morellec 
EPF Lausanne
> erwan.morellec@epfl.ch

Research Team (2008)

Julien Hugonnier, Prof.  
> julien.hugonnier@unil.ch

Norman Schuerhoff, Prof.  
> norman.schuerhoff@unil.ch

Alexei Zhdanov, Prof.  
> azhdanov@unil.ch 

Project members

 

 
   Research questions

-   How does the default risk of 
corporations shape corporate 
policies such as financing  
decisions, risk management,  
and executive compensation?

-   What impact does financial 
innovation have on prices,  
liquidity and efficiency of capital 
markets?

mailto:erwan.morellec@epfl.ch
mailto:julien.hugonnier@unil.ch
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mailto:azhdanov@unil.ch
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Credit Risk and Non-Standard 
Sources of Risk in Finance
(Project C1)

One of the central questions in 
finance is to determine how agents 

and corporations make decisions under 
uncertainty. Some of the sources of 
uncertainty affecting investors’ portfolio 
decisions and corporations’ investment 
and financing decisions are well under-
stood. This is particularly true for market 
risks such as equity, interest rate, com-
modity and exchange rate risks. Yet, 
market risks represent only a small  
subset of the total risk exposures that  
one experiences when trading, investing 
or making financing decisions in finan-
cial markets. 

The purpose of this project is to focus 
on credit risk and on non-standard 
sources of risk that occur once we allow 
for market frictions, informational dis-
tortions and agency problems. By non-
standard sources of risks, the project 
researchers refer in particular to liquid-
ity risk, operational risk, catastrophe  
risk, demographic risk and to model  
risk. One of the distinguishing features  
of all these risk factors is that modern 
finance theory has not yet come up  
with satis factory models for the pricing 
of these risk factors and for their man-
agement. An exception is the measure-
ment and management of credit risk  
that received large academic attention 
during the late 90’s driven in part by  
the Basel II reform of bank’s capital  
adequacy requirements. 

 
   Research questions

-   How should we measure credit  
risk and its economic implications 
in the context of domestic  
and of international asset pricing 
models? What is its influence  
on the choice of financial arrange-
ments – such as margining  
or clearing – for the trading of 
derivatives instruments? 

-   How can non-standard sources  
of risk be modeled and what  
are the limitations to their quan-
tification? 

-   How do non-standard sources  
of risk affect agents’ and corpora-
tions’ investment and financing 
decisions? How do they affect  
the economy at large and, finally,  
how do they influence asset 
prices? 

 

Leader
Prof. Rajna Gibson 
University of Geneva
> rgibson@unige.ch

Research Team (2008)
Marc Chesney, Prof.  
> chesney@isb.uzh.ch

Henri Loubergé, Prof.  
> henri.louberge@ecopo.unige.ch

Loriano Mancini, Prof.  
> mancini@isb.uzh.ch

Silika Prohl, PhD 
> prohl@isb.uzh.ch

Claudia Ravanelli, PhD 
> ravanelli@isb.uzh.ch

Denis Talay, Prof.  
> denis.talay@inria.fr

Paolo Vanini, Prof.  
> vanini@isb.uzh.ch 

Alexander Wagner, Prof.  
> wagner@isb.uzh.ch 

Project members

Research 
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Interest Rate and Volatility Risk
(Project C2)

From a modeler’s perspective, 
changes in interest rates and vola-

tilities, respectively, are two of the most 
challenging risks in financial markets. 
Both of these risk factors have a complex 
term structure, and their changes are 
related to a number of variables. 

Researchers in the “Interest Rate and 
Volatility Risk” group address the chal-
lenge of developing reliable and precise 
models for the change of interest rates 
and volatilities, and the pricing of deriva-
tives on those risk factors. Examples 
include GARCH modeling with time- 
varying regime-dependent mean and 
variance, direct estimation of conditional 
percentiles of distributions, as well as 
modeling of options using Filtered 
Historical Simulation. 

Current models do not capture interest 
rates or volatility in a comprehensive 
way that is satisfactory to academics or 
practitioners. This lack of adequate mod-
els presents an obstacle not just to direct 
prediction of interest rates and volatili-
ties but also to the valuation of related 
financial instruments and their risk man-
agement.

The “Interest Rate and Volatility Risk” 
group comprises mainly mathemati - 
cians and statisticians highly skilled  
in mathematical finance and economet-
rics. Their work is both theoretical and 
empirical, often in collaboration with 
other researchers at highly renowned 
institutions abroad as well as with prac-
titioners. 

 

 
   Research questions

-   What determines the state prices 
we observe through filtered 
bootstrapping for index options? 

-   Can we extend our new methods  
to currencies, fixed income and 
commodity markets?

-   Does volatility trading provide 
better opportunities for trade-off 
between risk and return?

Project members

Leader
Prof. Giovanni Barone-Adesi, 
University of Lugano
> giovanni.barone@lu.unisi.ch

Research Team (2008)
 Francesco Audrino, Prof.  
> francesco.audrino@unisg.ch

Fulvio Corsi, PhD 
> fulvio.corsi@lu.unisi.ch

Roberto Ferretti, Prof. 
> roberto.ferretti@lu.unisi.ch

Fausto Galli, PhD 
> fausto.galli@lu.unisi.ch
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Mathematical Methods 
in Financial Risk Management
(Project D1)

The project “Mathematical Methods 
in Financial Risk Management” 

focuses on methodological problems in 
the modeling of risks. Members of the 
project research group examine issues 
arising in the presence of market imper-
fections as well as statistical issues.

Market imperfections include a lack of 
liquidity, transaction costs, jumps in the 
price process, etc. They typically preclude 
market participants from perfectly hedg-
ing derivatives. New criteria to value and 
handle the unhedgeable risk need to be 
developed. Researchers in this project 
develop pricing bounds and optimal 
hedging strategies that take such market 
imperfections into account.

Market imperfections also present for-
midable challenges to measuring risks.  
A new type of risk models, known as 
“coherent risk measures”, were devel-
oped by members of this project and have 
become widely known. These measures 
are now being extended from the single-
period case to the multi-period case,  
and from fixed positions to dynamic port-
folios.

The group also addresses statistical 
issues arising in risk management and 
pricing of derivatives. Extreme value 
theory, championed by members of this 
group, is being extended to model 
dependence in multivariate time series 
and to allow for higher dimensional  
distributions. Furthermore, dependence 
modeling is being included in derivatives 
pricing models.

The “Mathematical Methods in Finan- 
cial Risk Management” group mainly 
comprises mathematicians specialised  
in probability theory and stochastic  
processes as well as statistical aspects. 
 

 
   Research topics

-   Risk measures and Backward 
Stochastic Differential Equations 
(BSDEs)

-   Equilibrium asset prices in 
financial economics

-   Multivariate extremes  
and rare event estimation

-   Mean-variance hedging under 
constraints

-   Backward Stochastic Differential 
Equations (BSDEs) and rough paths

-   Consistency issues in stochastic 
control

 

Leader
Prof. Martin Schweizer 
ETH Zurich 
> martin.schweizer@math.ethz.ch

Research Team (2008)
Delia Coculescu, PhD 
> delia.coculescu@math.ethz.ch

Freddy Delbaen, Prof. 
> delbaen@math.ethz.ch

Paul Embrechts, Prof.  
> embrechts@math.ethz.ch

Semyon Malamud, Prof.  
> semen.malamud@math.ethz.ch 

Project members

Research 
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Financial Econometrics 
for Risk Management 
(Project D2)

Theoretical econometrics consid-
ers questions about the statistical 

properties of estimators and tests. The 
goal of this project is to develop eco-
nometric methods that will allow for a 
better assessment and monitoring of 
financial and insurance risks.

One aim of this project is to improve 
the econometric modeling (dynamic or 
marginal) of the distribution of risk and 
the dependencies that can occur between 
different sources of risk, employing both 
parametric and nonparametric methods. 
The types of risk that the proposed  
methods encompass are rather general 
and include credit risk, market risk or 
operational risk.

A second aim of this project is to inves-
tigate the impact of small samples when 
conducting inference. It will cover a 
range of econometric testing procedures 
whose underlying assumptions deviate 
from the typical asymptotic theory and 
account for the fact that, in practice, data 
is often limited.

All the econometric tools can be used 
in many areas in finance as they can be 
applied to various types of data such as 
interest rates, exchange rates, and stock 
returns. As such, they should allow for a 
better understanding of how to control 
financial losses for banks, insurance com-
panies or other large investors. 

 

 
   Research questions

-   How can aggregate financial  
risks be modeled and estimated 
when dependencies exist  
between different sources or 
components of risk?

-   How do we account for the fact 
that, in practice, econometric 
inference is often based on small 
samples as data is typically 
limited?

Leader
Prof. Olivier Scaillet
University of Geneva
> olivier.scaillet@hec.unige.ch

Research Team (2008)
Simon Broda, PhD 
> broda@isb.uzh.ch

Claudio Ortelli, PhD
> claudio.ortelli@lu.unisi.ch

Marc Paolella, Prof.  
> paolella@isb.uzh.ch

Michael Rockinger, Prof.  
> michael.rockinger@unil.ch

Maria-Pia Victoria-Feser, Prof.  
> maria-pia.victoriafeser@hec.unige.ch

Project members
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“Our goal is to build up the leading European  
doctoral program in the field of finance ... The primary 

objective is to reach an unmatched level of excellence by  

developing synergies between existing programs and extending 

the benefits to a larger number of students” NCCR FINRISK Proposal, 2001
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Doctoral Education 

n The last decade has seen a shift in the 
delivery of doctoral education at Swiss 
universities, most notably through the 
creation of structured doctoral programs. 
The process has been inspired by a con-
temporary model of doctoral education 
and features a challenging coursework 
component, as offered at top Anglo-
Saxon  universities.

Towards the Swiss Doctoral School
in Finance – a short review
The first official program was launched in 
1997 in the form of the FAME Doctoral 
Program in Finance as a joint offering of 
the University of Geneva, the University 
of Lausanne, and the Graduate Institute 
of International Studies in Geneva. The 
program, which later saw the participa-
tion of students from the University of 

After several years of operation, FINRISK’s contribution to
wards the ambitious goal to build a first class doctoral program 
in finance deserves recognition. This remarkable initiative  
has not only stimulated operational changes to build excellence  
in Swiss doctoral education, but also led to the creation of  
a nationally coordinated Swiss doctoral program anchored by 
the Swiss Finance Institute (SFI).

Neuchâtel, served as a benchmark for 
subsequent programs.

In 1999 the University of Lugano 
launched its own PhD program in fi nance. 
The establishment of a structured doc-
toral program in finance since 2002 at the 
University of Zurich was accompanied  
by strong financial and organizational 
support from FINRISK during its start-up 
phase. Finally, the University of St. Gallen 
started its doctoral program in finance 
and economics in 2005.

Whilst the individual doctoral pro-
grams were initially embedded in the 
local academic environment at each  
university, since 2001 FINRISK initiated 
and intensified cooperation between  
the Universities of Geneva, Lausanne, 
Lugano, St. Gallen and Zurich. With a 
view to potential synergies, FINRISK  

promoted harmonization of individual 
doctoral programs, which finally led to 
the creation of a Swiss Doctoral School in 
Finance, comprising more than 100 stu-
dent affiliates.

During this period FINRISK organized a 
variety of events and provided financial 
support to PhD students in order to pro-
mote mutual exchange at doctoral level. 
Notably, it organized a large number of 
specialized courses at advanced doctoral 
level, inviting internationally renowned 
lecturers from Europe and North America. 
In 2002 FINRISK launched the Swiss 
Doctoral Workshop in Finance, which 
assembles PhD students with internation-
ally renowned US scholars. The event has 
developed into an excellent discussion 
forum that takes place on a regular basis 
at Study Center Gerzensee.

In 2006 FINRISK’s success built real 
momentum with the launch of the Swiss 
Finance Institute PhD Program in 
Finance. The new program merged exist-
ing doctoral programs from the Uni-
versities of Geneva, Lausanne, Lugano 
and Zurich into a centrally coordinated 
program in finance. This step represents 
an important milestone in creating a 

PhD in Finance 
- Made in Switzerland
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The SFI PhD program is a centrally coor-
dinated program operating at the three 
Swiss Finance Institute campuses in 
Geneva/Lausanne (Léman), Lugano and 
Zurich, building on existing strengths of 
its partner universities. While students 
enrol in local universities, they follow a 
curriculum agreed upon between the 
universities and SFI.

According to Marc Paolella, FINRISK 
Coordinator for Education from the 
University of Zurich:

“The cooperation within the SFI PhD 
Program gives the individual universities 
a higher educational profile and creates 
synergies. Each SFI centre has developed 
a very high level core course curriculum, 
reflecting the strengths of its faculty.  
For students, this implies that they can 
benefit from a core curriculum that is 
embedded into the specific research envi-
ronment of their host university and at 
the same time choose from a wide range 
of specialized courses offered at all three 
SFI campuses”.

A highly selective program
Admission to the SFI PhD program is based 
on a careful and competitive selection of 

strong and internationally recognized 
model of doctoral training in finance.

SFI PhD Program in Finance – 
the pursue of academic excellence
The main guiding principles for the SFI 
doctoral program is to deliver the highest 

standards of scientific excellence, create a 
relevant intellectual environment and to 
promote a strong model of doctoral train-
ing in finance that is comparable with the 
top PhD programs in Europe and North 
America. But how is excellence built into 
the structure of SFI researcher training?

FINRISK faculty and PhD students meet 
at the annual workshop in Gerzensee 

to explore new research ideas 

We believe that SFI has devel-
oped an effective strategy to 
successfully position the SFI 
PhD program internationally 
and compete with the doc-
toral education offered by 
other top Anglo-Saxon univer-

sities. This strategy relies on a number of  
factors, the first of which being the admission 
of top students from the best Swiss and 
European universities. This means that our 
input is very good. In contrast to many Anglo-
Saxon universities, the SFI PhD program pro-
vides students with a very advanced technical 
training. In addition, as PhD education is very 
costly, the SFI strongly benefited from a gener-
ous help of the Swiss Bankers Association 
whose investment in SFI has allowed us to 
develop a high level and complete set of 
courses in finance. This allows our students  
to acquire a profile that is clearly different to 

graduates from other universities, and gives 
them a competitive advantage on the academic 
job market. The SFI operates in a network  
of universities and achieves a critical mass  
in research and teaching. This enables our  
students to have exposure to a wide range  
of topics, which they might have not experi-
enced in a smaller academic setting. While we 
are only starting the journey and still need to 
build reputation, it is important to note that our  
students are already succeeding in the interna-
tional academic job market. One student has 
been recently among the highest ranked stu-
dents on the job market, with offers from such 
universities as Carnegie Mellon, the University 
of Rochester, and the London Business School 
as well as from the Duke University. This clearly 
shows that our strategy is paying off.

Prof. Erwan Morellec, EPF Lausanne
FINRISK Coordinator for Education and 
Head of the SFI PhD Program in Finance.

SFI PhD Program in Finance – building up international recognition
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candidates and subsequent evaluation 
both at their entrance to the program and 
throughout the training period. “This pro-
gram admits the best students from all 
over the world, and from a variety of aca-
demic backgrounds, including finance, 
mathematics, economics, statistics, and 
engineering. These students typically  
represent the top echelons from the best 
European universities,” explains Morellec. 
The growing number of foreign appli ca-
tions each year indicates that the inter-
national reputation of the program is 
increasing. Currently, 75% of the enrolled 
PhD students are from abroad.

While the major component of the  
SFI doctoral program is independent 
research conducted by the candidate, it 
offers a well balanced and structured 
training that is anchored by a world-class 
research faculty. The program is designed 
in such a way that it provides a perfect 
environment for interaction between 
students and professors, which enable 
PhD students to develop the strong 

research skills necessary to conduct orig-
inal work. 

PhD curriculum
The program extends over four years and 
is structured in two phases: one prepara-
tory year of intensive coursework fol-
lowed by three years of advanced studies 
and research.

The first phase (1st year) comprises 
core PhD-level courses that cover basic 
topics in finance, mathematics, econo-
metrics, statistics, and engineering. These 
“core courses” are taught by local fac-
ulties and in part by distinguished visi-
tors from high-ranking European and 
American universities: “From the very 
beginning of the training, there is an 
emphasis on the creation of a strong 
foundation from which new ideas and 
effective research can grow. The impor-
tant skills our students learn from these 
courses are hard to acquire later on,  
once research training has commenced,” 
explains Erwan Morellec.

During the first year, most PhD students 
are entitled to full financial support 
through grants provided by the Swiss 
Finance Institute. This enables them to 
concentrate entirely on the program.

The admission to the next phase 
requires successful completion of a 
“Summer Research Paper” or a compre-
hensive examination. The second phase 
(years 2-4) encompasses research and 
the writing of a doctoral thesis.  During 
this time students can participate in spe-
cialized courses offered by SFI partner 
universities and FINRISK member insti-
tutions, and acquire specialised skills 
that are most relevant to their thesis 
work. As part of the preparation for their 
research career, students are also encour-
aged to write papers for submission to  
peer-reviewed journals and present their 
findings at international conferences.

Advanced students are financed 
through research or teaching assistant-
ship positions. However, at least 50% of 
their time remains reserved for their own 
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“This program admits 
the best students from 
all over the world, and 

from a variety of aca
demic backgrounds.”

dents from other Swiss Finance Institute 
centers, supervisors and other senior 
researchers.

To support the development of an inter-
national research mindset, doctoral can-

research. Once a year advanced students 
are also invited to participate in the Swiss 
Doctoral Workshop in Finance, which 
provides a perfect environment for intel-
lectual interaction with fellow PhD stu-

didates wishing to pursue an academic 
career are offered the opportunity to  
participate in a research period held 
abroad, typically at a top US university.  
In the past, students secured placements  
at Harvard University; the University  
of California, Berkeley; the Wharton 
School; Princeton University; and at  
the Univer sity of Chicago.

To date, with nearly 80 students 
enrolled, the SFI PhD program represents 
the largest and most unique model of 
doctoral education in Europe.

Promising career paths  
in an international setting 
The main aim of FINRISK’s endeavor  
to promote Swiss doctoral education,  
and the goal of the SFI, is to prepare  
graduates for an international research 
career at top universities around the 
world or within the financial services  
sector.

Thus far, around 15% of doctoral grad-
uates have embarked on an academic 
career. The best graduates receive high 
rankings on the international academic 
job market and often face a great choice 
of job offers from leading European and 
American universities. The University of 
Melbourne, the BI Oslo, Duke University 
and Rice University in Houston are prom-
inent examples of the renowned places 
where SFI PhD graduates have recently 
accepted positions.

To date, the majority of PhD graduates 
opt for a career within the financial 
industry – clear evidence that our high 
caliber research education is of practical 
relevance.                         l

Each year in June, FINRISK organizes an annual 
research workshop bringing together the best 
doctoral students from Swiss universities and 
faculty of the Swiss Finance Institute with two 
distinguished professors from the US. Since 
2003 the annual workshop has taken place at 
Gerzensee, near Bern, and is sponsored by the 
Study Centre Gerzensee, a foundation of the 
Swiss National Bank. Each year prizes are 
awarded for the best presented paper (best 
paper award) and for the best discussion on a 
fellow student’s work (the best discussant 
award).
During the workshop, students are given the 
opportunity to establish an intensive dialog 
and present their recent research findings. 
They receive critical review and feedback 
from a fellow student, and most importantly 

from the faculty and the two workshop 
in structors, Prof. René Stulz (Ohio State 
University) and Prof. Jerôme Detemple (Boston 
University).
Previous workshops have shown that the 
research guidance obtained from the discus-
sions with Prof. Stulz and Detemple constitutes 
important and highly appreciated help for  
students who are completing their doctoral 
dissertation. In addition, those students who 
plan an international academic career have the 
opportunity to receive valuable advice about 
their possible application on the academic job 
market in the US in an informal and stimulating 
environment.
More information on the Swiss doctoral  
workshop can be obtained from: 
www.nccr-finrisk.ch

The annual Swiss Doctoral Workshop in Finance

http://www.nccr-finrisk.ch
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n We spoke with students and recent 
graduates from the SFI doctoral program: 
what attracted them to the doctoral 
school in finance offered by FINRISK’s 
member universities? How does graduate 
education fit into their career plans? And 
what advantages does the recently estab-
lished Swiss Finance Institute PhD pro-

Our doctoral students hail from all over the world and arrive 
with a diverse range of academic backgrounds and professional 
experience. Spread across the various Swiss universities, they 
all meet at the Doctoral Workshop in Finance, held annually at 
the picturesque Study Centre at Gerzensee, near Bern. 

gram in Finance hold over other graduate 
programs in finance?
Having gained professional experience in 
Argentina and Spain, Cecilia Bustamante 
sought a European education in finance 
and had already studied at Masters level 
at the University of Barcelona, Spain. 
Several years working at a major US 

FINRISK doctoral students finance consultancy gave Cecilia a taste 
of life beyond academia and a solid refer-
ence point with which to evaluate the 
pros and cons of an academic career.
Cecilia was attracted to the program’s 
accessible academic supervisors, some-
thing that became apparent when she 
was weighing up the Swiss offer against 
that of a rival program, also in Europe. SFI 
handled her application in a personal yet 
highly organized fashion. Direct contact 
with her future supervisor reassured 
Cecilia that the SFI PhD program offered 
the analytically rigorous setting she was 
seeking from further graduate study.

Andrea Vedolin also arrived at 
FINRISK with industry experience and a 
solid education in econometrics and 
finance. Andrea gained professional 
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Students/Graduates profiles

Cecilia Bustamante
University of Lausanne
Visiting Scholar in Finance, 
Haas Business School, 
University of California, Berkeley
Nationality: Argentinian
Background: 
Economics, majors in finance
Research area: 
Corporate Finance

Andrea Vedolin
University of Sankt Gallen
Nationality: Swiss
Background: Economics
Research area: Asset Pricing

Florian Peters
University of Zurich
Post Doctoral researcher at the 
University of California, Berkeley 
Nationality: 
German, US American
Background: Economics
Research area: 
Corporate Finance 

Lukas Schmid
Assistant Professor of Finance
Fuqua School of Business
Duke University; US
PhD, University 
of Lausanne, 2007
Nationality: Swiss  
Background: Pure mathematics
Research area:  
Macroeconomics and Finance

environment is hard to find elsewhere in 
continental Europe, he says, but it is 
essential to get a feel for where the fron-
tier of finance research is and what one 
has to do to get there. Students enrolled 
within the SFI PhD Program in Finance 
are eligible to complete part of their stud-
ies at elite US graduate schools, including 
Harvard, Princeton and Columbia. Cecilia 
and Florian both received offers from 
Berkeley. 

Lukas Schmid has been a visiting scol-
lar at the Wharton School of the Uni-
versity of Pennsylvania in Philadelphia 
for two years. With a background in pure 
mathematics from ETH, Zurich, Lukas 
made the move to finance with a desire 
to apply quantitative methods to real-
world problems. In 2007 he won the 
Grandchamp price for the best PhD  
thesis. From numerous job offers that he 
received from top European and North 
American Universities, Lukas has chosen 
to join the Fuqua School of Business, 
Duke University.        l

Employers of our PhD graduates  include: 
- Banque Cantonale Vaudoise - BCV
- Barclays 
- BNP Paribas
- Central Bank of Norway
- Hong Kong Monetary Authority
- Morgan Stanley Alternative Investments
- Swiss National Bank
- UBS
- Zürcher Kantonalbank
- Zurich Financial Services

experience with an internship at 
Deutsche Bank in Frankfurt and project 
work at UBS, in Zurich. FINRISK’s inter-
national outlook and world standing was 
an important motivation towards her 
decision to enroll. Making the grade at 
international level is crucial, Andrea 
believes, for graduates wanting to com-
pete for employment in Switzerland and 
beyond.

Florian Peters gained business expe-
rience at The Boston Consulting Group 
before entering the SFI program. Besides 
the solid research-oriented education 
provided to doctoral students within the 
FINRISK network he was attracted by the 
top tier visiting faculty and the connect-
edness of the local faculty with the inter-
national finance community. Such an 



Our objective is not only to encourage participation 
of those who can tap into the wealth of FINRISK 
expertise, but also to foster strategic partnerships with  

industry that add value to both researchers efforts and the 

performance of the financial sector. Paolo Vanini
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n FINRISK has identified knowledge 
transfer as one of its central tasks. It has 
a particular commitment to the develop-
ment of a mutually beneficial dialogue 
between FINRISK researchers and 
finance practitioners. “Our objective is 
not only to encourage participation of 
those who can tap into the wealth of 
FINRISK expertise, but also to foster  
strategic partnerships with industry that 
add value to both researchers efforts  
and the performance of the financial sec-
tor” explains Paolo Vanini, FINRISK 
Coordinator for Knowledge Transfer. 

To this end, knowledge transfer takes 
place through various channels:

Conferences: 
academia meets practice
Important vehicles of FINRISK knowl-
edge transfer are conferences and sym-
posia that present research achievements 
to a targeted audience from academia, 

Sharing knowledge benefits today’s economy while laying the 
groundwork for future growth. Knowledge transfer is a broad 
concept that goes beyond financial return and exceeds collabo
ration on specific products or technologies between academic 
researchers and practitioners. It enables the development of 
innovative products and services while stimulating academic 
debate. Knowledge transfer is often the starting point for 
research institutions in discovering and focusing their research 
efforts on the concrete needs of society or of the private sector.

Bridging the Gap

the financial services industry and the 
broad public. A major event is the annual 
meeting, which is organized together 
with the Swiss Finance Institute. This full 
day event attracts more than 200 partici-
pants every year. It features presenta-
tions by both academics and practitioners 
on topics of central interest such as asset 
management, risk management and 
operational risk.

Doctoral education pools the talent 
for academia and industry
FINRISK and the Swiss Finance Institute 
have established a doctoral program 
aimed at becoming one of the world’s best 
platforms for advanced training in 
finance. To date, more than 100 doctoral 
students have benefited from training 
opportunities offered by FINRISK. Upon 
graduation, most participants find 
employment within the financial indus-
try in Switzerland and abroad. Thus, the 

Knowledge transfer 
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FINRISK/SFI doctoral program is the 
Swiss economy’s largest supplier of 
highly skilled finance professionals. They 
provide the financial services sector with 
knowledge of the latest research methods 
and trends.

Establishing a knowledge base 
The FINRISK Working Paper Series dis-
seminates research results generated by 
FINRISK researchers and encourages aca-
demic debate. Several hundred working 
papers are published on the FINRISK 
website. These articles cover research in 
many areas, ranging from asset pricing to 
corporate finance to risk management or 
mathematical finance. Many of them are 
published in the most prestigious aca-
demic journals.  

Researchers address financial 
industry problems 
FINRISK members conduct research in 
areas of relevance for the development 
and competitiveness of the financial sec-
tor. As a result, many FINRISK research-
ers have collaborations with both the pri-
vate and the public sector. Recent 
collaborations include the following cor-
porations: 

Arab Bank, Associazione Bancaria 
Ticinese, Banca Del Ceresio, Banca della 
Svizzera Italiana, Bank Leu, Bank for 
International Settlements, Banque de 

Paolo Vanini
Professor of Finance 
at the University of Zurich
and Swiss Finance Institute; 
FINRISK Coordinator for 
Knowledge Transfer.
Paolo Vanini is the Director 
of Financial Engineering 
at the Zürcher Kantonalbank.

“We are strongly com
mitted to building lasting 

relationships and stronger 
ties with the financial 

business world.” 
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a domain which FINRISK would like to 
foster in the coming years.

Paolo Vanini explains: “We are 
strongly committed to building lasting 
relationships and stronger ties with the 
financial business world; and the inten-
sity of interaction between FINRISK 
researchers and the national and inter-
national financial community is growing 
each year. The number of collaborative 
projects and joint events will increase  
in the future and through them FINRISK 
researchers will further add value to  
the development of the Swiss financial 
sector”.

Taking advice from 
macrofinance researchers 
The relevance of FINRISK knowledge for 
both policymakers and industry is seen 
in projects conducted by Jean Imbs and 
members of his FINRISK research group. 
As recognized experts on international 
and macrofinance, they collaborate with 
international public institutions such as 
the International Monetary Fund, the 
European Central Bank or the Hong Kong 
Institute for Monetary Research. At  
the same time, research into the macro-
economic impact on asset prices has  
led to projects in the private sector, for 
example with Goldman Sachs.

Econometrics tools successful 
investment strategies
FINRISK researchers Fabio Trojani and 
Oliver Scaillet advise banks, hedge funds 
and insurance companies. The financial 
industry particularly draws upon their 
expertise in the development of complex 
econometric tools and cutting-edge meth-
odologies for the assessment of financial 
risks, the pricing of equities or credit-
sensitive securities. 

Recent findings resulting from Trojani’s 
work on correlation risk are of particular 
importance for option traders and for the 
measurement of hedge fund perform-
ance. Scaillet has established several  
collaborations with the banking sector in 

France, BNP Paribas, Credit Suisse Group, 
CSS Krankenversicherungen, Deutsche 
Bank, European Central Bank, Hinder 
Asset Management, International Mone-
tary Fund, LGT Capital Management, 
Standard & Poors, Swiss National Bank¸ 
Swiss Re, Goldman Sachs, UBS, Zürich 
Financial Services Group, Zürcher 
Kantonalbank. 

Most of these joint research projects are 
initiated by practitioners who confront 
their academic counterparts with a prob-
lem encountered in their day-to-day 
activities. The collaboration of FINRISK 
researchers with finance practitioners is 

Barone-Adesi, Camponovo & Partners SA 
(BAC&P) was co-founded in 2004 by Giovanni 
Barone-Adesi, professor at the University of 
Lugano, to provide independent consulting  
on the management and the evaluation of 
investment portfolios. 
The current activity of BAC&P stems from 
research that Barone-Adesi, Engle and Mancini 
have conducted as part of the FINRISK project 
“Interest Rate and Volatility Risk” (see Review of 
Financial Studies, June 2008). One of the main 
findings of their study of stock index options  
is that volatility reacts dramatically to large 
negative market surprises. Therefore, properly 
calibrated portfolios of option derivatives 
(straddles) that increase in value with volatility 
provide protection from market downturns. 

Compared to classical protective put strate-
gies, BAC&P’s straddle strategies offer more 
flexible protection, reducing large losses with-
out limiting large gains, thanks to the calls 
present in the straddles. Backtests suggest  
that combining this strategy with market  
portfolios can generate significant alphas. 
To verify the effectiveness of this strategy, a 
fund, testing the suitability of this strategy  
on the EURO STOXX 50 index, began trading 
in June 2008. This fund, is reserved to institu-
tional clients, who are now able to buy packets 
of volatility as investment units, without  
the headaches necessary to set up a derivative 
desk. 
This venture has represented a major shift in 
the activities of BAC&P. 

Hedging portfolios with straddles 

Knowledge transfer 
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relation to portfolio selection, derivate 
hedging, performance and risk measure-
ment as well as the design of trading 
strategies. He has further worked with 
the insurance industry in the fields of 
asset-liability management, premium 
computation, as well as insurance life- or 
pension fund design.  

New interdisciplinary concepts 
attack old problems
While the majority of collaborations 
between the financial community and 
FINRISK researchers are in the field of 
classical finance, the interdisciplinary 
approach of behavioral finance and 
neuro-finance increasingly attracts atten-
tion in the banking sector. 

Behavioral finance combines finance  
and psycho logy. It considers psychologi-
cal factors to be significant in fi nancial 
analysis and decisions. The central inter-
est of behavioral finance is to explain 
investor’s decisions, and to examine the 
irrational aspects of behavior within 
financial and capital markets. Studies  
of behavioral biases, decision traps,  
over- and under-reactions or risk percep-
tions can provide the financial sector 
with strategic tools, notably in private 
banking. 

Irrational investor behavior can be 
observed in the creation and administra-
tion of private clients’ investment port-

Building on findings of behavioral finance, 
Behavioral Finance Solutions GmbH – a  
spin-off company from the University of 
Zurich – assists in better advising bank cli-
ents on the deployment of their investments. 
Through the implementation of a systematic 
investor profiling method, Thorsten Hens and 
his team support the banking sector in the 
development of a unique investor risk profile 
that matches with an optimal asset allocation. 
Hens explains: “I believe that we are unique in 
conducting risk profiling in a scientific way. 
Our methods are based on more than 20 years 
of research in behavioral finance and tested 
in complex laboratory experiments. Banks 
that are interested in a long-term retention  
of their clients need to understand clients’ 
needs and their decision making processes. 
Here, behavioral finance does not replace but 
adds to the value of traditional analysis”. 
To date, Hens and his colleagues have offered 
their behavioral finance expertise to wealth 
management banks in Switzerland and 
abroad. However, the range of practical 
ap plications of their research expertise has 
extended with a view to regulatory develop-
ments coming from Brussels. Notably the 
“Markets in Financial Instruments Directive” 
(MiFID) sets out a new framework for regulat-
ing financial markets with reinforced rules for 
the protection of clients, including require-
ments for classification of client’s personal 
investment and risk profiles as well as the 
establishment of effective client advisory 
processes. This is a domain in which FINRISK 
researchers possess significant knowledge.

Behavioral finance: 
research to spin-off 

folios. Banks often fail to estimate the 
amount of risk that individual investors 
can understand or perceive, and a risk 
measure that is contrary to a client’s 
understanding of risk may lead to deci-
sions that are not optimal from the point 
of view of the investor. In addition, 
fi nancial practitioners often lack tools 
and application guidelines for the 
employment of behavioral finance 
research when advising clients.

Neuro-finance is a relatively new line  
of research that combines neuroscience, 
finance, and psychology to examine the 
processes in the human brain e.g. when 
exposed to financial risk. It looks at  
the role of the brain when we evaluate 
decisions, categorize risks and rewards,  
and interact with each other. Through  
the identification of physiological traits  
that affect trading behavior, trading 
results can be improved significantly.

Both behavioral finance and neuro-
finance can make a significant con-
tribution to the avoidance of mistakes in 
investment strategies and to the improve-
ment of asset performance. 

Within FINRISK, an individual research 
project focuses on these two research 
fields. The project is headed by the  
professors Thorsten Hens and Ernst  
Fehr from the University of Zurich as 
well as Peter Bossaerts from the EPF 
Lausanne.           l

Banks often fail to estimate the 
amount of risk that individual 

investors can understand or 
perceive; and a risk measure that 

is contrary to a client’s understan
ding of risk may lead to decisions 

that are not optimal from the point 
of view of the investor.
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Embarking into the FINRISK challenge has been 
a wonderful experience which has already significantly 

and profoundly shaped our research landscape in academic 

finance and we very much hope that this “Swiss finance 

research momentum” will be preserved and nourished for 

the future. Rajna Gibson 
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At a Glance

n The National Centre of Competence  
in Research FINRISK has been launched 
in November 2001 by the Swiss National 
Science Foundation (SNSF) to foster cut-
ting-edge finance related research, to 
promote doctoral education in the field of 
finance and to stimulate the knowledge 
transfer among finance academics and 
practitioners from the Swiss financial 
services industry.  To reach these goals, 
FINRISK has been endowed with an 
annual budget of SFr. 3,7 Mio, which is 
financed primarily by the SNSF (2,5 Mio) 
and the University of Zurich (0,8 Mio). 
Since 2006, the Swiss Finance Institute 
also provides additional financial support 
to FINRISK.

Relevant research on financial risk 
The core research topics covered by 
FINRISK remain focused on a better under-
standing of the risks surrounding financial 
decision making and their influence on 
financial assets and firms’ valuation. The 
credit crisis that started in 2007 in the sub-
prime sector of the US mortgage market 
has had a dramatic impact on the world 

FINRISK has shaped the landscape of academic finance  
in Switzerland over the last few years. Today, it constitutes  
a National Centre of Competence in Research (NCCR) that  
integrates within the ten FINRISK research projects more  
than 50 professors from various Swiss academic institutions –  
representing a significant fraction of the overall faculty at 
Swiss universities contributing to finance research. 

FINRISK
National Centre of Competence in Research 
“Financial Valuation and Risk Management”

economy and on the financial sector. 
According to at least one index, bank val-
ues in the US fell as much in one year as 
they did during the great depression. This 
crisis is likely to change permanently how 
financial institutions operate and are regu-
lated. It is also having a strong impact on 
best practices for private and institutional 
asset management. Given the strong 
dependence of the Swiss economy on its 
financial sector, we do believe that the 
following research questions that are at 
the core of FINRISK research themes 
remain both academically challenging 
and practically relevant:
- What are the key risks threatening  
our financial system, how should we 
measure and manage them?
- What are their core implications for 
the economy at large? for corporate  
and households’ decision-making? for 
individual and institutional portfolio 
formation? 

Some of the FINRISK research in asset 
pricing also investigates the impact of 
financial sector originated shocks, their 
potential spill-over on the real domestic 

economy and emphasizes that through 
the globalization of our economies and 
the integration of our financial markets 
such crises may have not only financial 
but also real externalities that extend 
way beyond the domestic point of a crisis 
origination.

A self governing academic project
After seven years of operation, FINRISK 
represents an academic forum that  
integrates 50 professors from various 
academic institutions within Switzerland, 
i.e. the University of Zurich (“the NCCR 
leading house”), ETH Zurich, EPF 
Lausanne as well as the Universities of 
Geneva, Lausanne, Lugano and St. Gallen. 
In addition, a group of 15 postdocs also 
actively contributes to the ten individual 
research projects. Many more research-
ers are expected to join FINRISK over  
the next few years given the recently 
launched hiring initiative by Swiss 
Finance Institute and the universities. 
This important initiative will further  
raise the quality and the high profile of 
FINRISK over the next few years.      l

FINRISK activities are mostly self-
managed by the academics involved. 

The organizational chart on the  
next page displays the management 

structure of the National Centre 
of Competence in Research. 
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Scientific Coordinator
Thorsten Hens 
University of Zurich

SNSF
Swiss National Science Foundation

FINRISK Director
Rajna Gibson
University of Geneva

SNSF Review Panel

- Ron Anderson, London School of Economics
- Vihang R. Errunza, McGill University, 
   Montreal
- Helyette Geman, University of London
- Denis Gromb, London Business School
- Oliver Linton, London School of Economics
- Henri Servaes, London Business School
- Michael Sorensen, University of Copenhagen
- Dominique Foray, SNSF
- Andreas Herrmann, SNSF
- Wolf Linder, SNSF (Chair)

Module A

Asset Pricing and 
Portfolio Management

Project A1

Behavioral 
and Evolutionary Finance
Head: Thorsten Hens

Project A2
 
Macro Risks, Systemic Risks 
and International Finance
Head: Jean Imbs

Project A3

New Methods in Theoretical 
and Empirical Asset Pricing
Head: Fabio Trojani

M
an

ag
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en
t
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se

ar
ch

Coordinators for Education
Erwan Morellec, EPF Lausanne 
Marc Paolella, University of Zurich

Deputy Director
Jean-Pierre Danthine
University of Lausanne

Managing Director
Eckart Jäger
University of Zurich

Coordinator 
for Knowledge Transfer
Paolo Vanini, University of Zurich

Coordinator 
for Advancement of Women
Rajna Gibson, University of Geneva 

International Scientific Council

- Michael Brennan, University of California, LA
- Darrell Duffie, Stanford University
- Hans Foellmer, Humboldt University, Berlin
- Christian Gouriéroux, University 
   of Toronto and CREST, Paris
- Marco Pagano, University of Napoli
- René Stulz, Ohio State University
- Raman Uppal, London Business School
- Henri Loubergé, University of Geneva 
   (Coordinator)

Module B

Corporate Finance

Project B1  
Corporate Finance, 
Market Structure 
and the Theory of the Firm
Head: Michel Habib

Project B2

Dynamic Corporate Finance
and Financial Innovation
Head: Erwan Morellec 

Module C

Risk Management

Project C1

Credit Risk and Non-Standard
Sources of Risk in Finance
Head: Rajna Gibson

Project C2

Interest Rate 
and Volatility Risk
Head: Giovanni Barone-Adesi

Module D

Quantitative Methods 
in Finance

Project D1

Mathematical Methods 
in Financial Risk Management
Head: Martin Schweizer

Project D2

Financial Econometrics
for Risk Management
Head: Olivier Scaillet 

Project A4

Equilibrium Asset Pricing 
Head: Bernard Dumas

FINRISK organizational structure
(as per August  2008)
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n Given the large scale of its activities, 
FINRISK is subject to a dual assessment 
regime: 

SNSF Review Panel 
Entrusted with considerable funds from 
the Swiss National Science Foundation 
(SNSF), FINRISK is accountable to annual 
monitoring conducted by a review  
panel appointed by the SNSF. Once a 
year, FINRISK’s overall performance is 
reviewed by an international SNSF expert 
panel and assessed against its targets. The 
main evaluation criterion is quality of 
research output, as well as the success of 
knowledge transfer and educational pro-
grams. FINRISK’s overall management 
performance is also considered. 

While this annual monitoring enables 
the SNSF to evaluate the overall quality 
of the National Centre of Competence in 
Research and provides a basis for its 
funding decisions, the scientific quality 
of FINRISK’s research is subject to an 
internal quality control mechanism 
established within the network. 

International Scientific Council 
The International Scientific Council (ISC) 
is appointed by a FINRISK selection  
committee to carry out an independent  
and in-depth assessment of FINRISK’s 
research output. The selection criteria for 
ISC members ensure that their expertise 

Since research excellence is FINRISK’s primary goal, quality 
assurance is a sine qua non and therefore an integral part of its 
governance structure. In common with other leading research 
centres, FINRISK research performance is closely monitored, 
and this performance is the main criterion in the competitive 
allocation of funds. This assessment is based on both peer 
review and the evaluation of performance indicators. 

Quality Assurance 
and Monitoring Process

covers all research areas within FINRISK 
and presents no conflicts of interest.  
The ISC is coordinated by one professor 
from FINRISK, who does not direct any  
of the individual projects. The council 
comprises seven external leading aca-
demics from foreign institutions whose 
knowledge and expertise enable them to  
make credible and unbiased judgments 
regarding the conduct and quality of  
FINRISK’s research. The scientific quality 
of existing projects is assessed regularly 
by the ISC against defined performance 
indicators. This bi-annual assessment 
provides the basis for competitive alloca-
tion of funds among FINRISK research 
projects. Larger resources are allocated to 
researchers who have a track record, 
most importantly, of publishing in top 
academic journals. The ISC continuously 
monitors the progress of research projects 
and investigates whether to reduce  
the scope or to terminate existing non- 
performing projects. The ISC also selects 
new projects based on scientific quality 
and thematic relevance.

This method of resource allocation 
helps ensure that FINRISK achieves high 
standards of scientific merit in research. 
It also encourages healthy competition  
in research among Swiss universities  
and improves stakeholder confidence  
in the performed work and produced 
outcomes.        l

At a Glance
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International Scientific Council (ISC) from left to right: 
René Stulz (Ohio State University) 
Hans Foellmer (Humboldt University, Berlin) 
Henri Loubergé (University of Geneva) 
Darrell Duffie (Stanford University) 
Michael Brennan (University of California, LA) 
Christian Gouriéroux (University of Toronto and CREST, Paris)  
Marco Pagano (University of Napoli)
Not in the picture: Raman Uppal (London Business School) 
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Appendix 

It is the ultimate goal of FINRISK to position Switzerland as one of the leading centers world wide in academic finance. This ambitious goal requires 

the development of an attractive and stable research environment to be able to attract new researchers with worldwide visibility and research poten-

tial to Switzerland over the next few years. In the following we present FINRISK “in a nutshell”.

On the way to its long term goal to develop a Swiss Competence Centre in Finance, FINRISK’s program is built around three main pillars:

 

Research
 Objective: To foster competitive fundamental research in finance

 Actions: Competitive selection and establishment of ten individual research projects at  

 the FINRISK member institutions, including 50 professors and 15 postdocs.

 Achievements: 300 articles in internationally renowned academic journals as well as   

 more than 500 research working papers until 2008.

Doctoral Education
 Objective: To support the creation of a first-class Swiss doctoral program in finance 

 Actions:  Harmonization of the existing doctoral programs in finance within Switzerland  

 and the creation of the Swiss doctoral network in finance comprising more than   

 100 doctoral students from FINRISK member universities.

 Achievements: FINRISK efforts have ultimately led to the creation of a nationally  

 coordinated PhD program in finance anchored by the Swiss Finance Institute, which 

 renders  the FINRISK initiative permanent. Successful placement of recent program 

 graduates at top institutions in academia and the financial services industry.

Knowledge Transfer
 Objective: To stimulate knowledge transfer between academics and practitioners 

 Actions: Organization of practitioner- oriented conferences, workshops and high level  

 courses.

 Achievements: FINRISK members have started new collaborations with partners from 

 the financial services industry through joint applied research projects.

 

 

FINRISK – Competence in Finance
FINRISK projects integrate 50 professors from various academic institutions within Switzerland, i.e. the University of Zurich (“the NCCR leading house”),  

ETH Zurich, EPF Lausanne as well as the Universities of Geneva, Lausanne, Lugano and St. Gallen. The following map visualizes the various research centers 

in the FINRISK network. A complete list of all FINRISK faculty members and their individual area of finance expertise is given at the end of this section. 
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Geneva
University of Geneva – Hautes Etudes Commerciales Project C1 – Credit Risk and Non-Standard Sources of Risk in Finance

 Project D2 – Financial Econometrics for Risk Management

Lausanne
EPF Lausanne – Chair in Corporate Finance Project B2 – Dynamic Corporate Finance and Financial Innovation

University of Lausanne – Institute of Banking and Finance Project A2 – Macro Risks, Systemic Risks and International Finance

 Project A4 – Equilibrium Asset Pricing 

Lugano
University of Lugano – Institute of Finance Project C2 – Interest Rate and Volatility Risk

St. Gallen
University of St. Gallen – Swiss Institute of Banking and Finance Project A3 – New Methods in Theoretical and Empirical Asset Pricing

Zurich
ETH Zurich – Financial and Insurance Mathematics Project D1 – Mathematical Methods in Financial Risk Management

University of Zurich – Swiss Banking Institute Project A1 – Behavioral and Evolutionary Finance

 Project B1 – Corporate Finance, Market Structure and the Theory of the Firm

FINRISK
The Swiss Research Network in Finance

Geneva

Lausanne

Zurich
St. Gallen

Lugano
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Asset Pricing  
  
 Audrino Francesco
 Berrada Tony
 Bossaerts Peter
 Coculescu Delia
 Danthine Jean-Pierre
 De Giorgi Enrico
 Dumas Bernard
 Franzoni Francesco
 Gagliardini Patrick
 Gibson Rajna
 Greulich Katharina
 Hagedorn Marcus
 Hugonnier Julien
 Jaccard Ivan
 Jondeau Eric
 Kübler Felix
 Loubergé Henri
 Ortelli Claudio
 Pelgrin Florian 
 Pommeret Aude
 Porchia Paolo
 Prohl Silika 
 Rieger Marc Oliver
 Rockinger Michael
 Schweizer Martin
 Söderlind Paul
 St Amour Pascal
 Trojani Fabio
 Victoria-Feser Maria-Pia
 Wang Mei
 Wöhrmann Peter 
 
Banking, Financial Crisis, Regulation 

 Bacchetta Philippe
 Embrechts Paul
 Ewerhart Christian
 Imbs Jean
 Vanini Paolo 
 
Behavioral Finance 

 Bossaerts Peter
 De Giorgi Enrico
 Degeorge Francois
 Dumas Bernard
 Fehr Ernst
 Hens Thorsten
 Mayer Janos
 Rieger Marc Oliver
 Vanini Paolo
 Wang Mei

 
Corporate Finance  

 Coculescu Delia
 Degeorge Francois
 Favara Giovanni
 Franzoni Francesco
 Gibson Rajna
 Habib Michel
 Morellec Erwan
 Schuerhoff Norman
 Wagner Alexander
 Zhdanov Alexei 
 Zilibotti Fabrizio
 
Debt and Credit Risk  
 
 Coculescu Delia
 Gagliardini Patrick
 Prohl Silika 
 Trojani Fabio
 Vanini Paolo
 Zhdanov Alexei 
 
Emerging Markets  
 
 Imbs Jean
 Thoenig Mathias
 Vanini Paolo
 
Experimental Economics and NeuroFinance 
 
 Bossaerts Peter
 Fehr Ernst
 Hens Thorsten
 Preuschoff Kerstin
 
International Finance  
 
 Bacchetta Philippe
 Danthine Jean-Pierre
 Dumas Bernard
 Imbs Jean
 Loubergé Henri
 Söderlind Paul
 
Market Efficiency and Arbitrage Pricing  
 
 Dumas Bernard
 Franzoni Francesco
 Hugonnier Julien
 Schweizer Martin
 Trojani Fabio
 

 Area of Expertise  FINRISK Researcher  Area of Expertise  FINRISK Researcher

Appendix 
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Market Microstructure  
 
 Corsi Fulvio
 Ewerhart Christian
 Mancini Loriano
 Prohl Silika 
 Schuerhoff Norman
 
Options and Derivatives  
 
 Barone-Adesi Giovanni
 Berrada Tony
 Chesney Marc 
 Dumas Bernard
 Loubergé Henri
 Mancini Loriano
 Morellec Erwan
 Pommeret Aude
 Porchia Paolo
 Ravanelli Claudia
 Scaillet Olivier
 Schuerhoff Norman
 Schweizer Martin
 Trojani Fabio
 Zhdanov Alexei 
 
Portfolio Management
Investments  
 
 Berrada Tony
 Dumas Bernard
 Greulich Katharina
 Hugonnier Julien
 Jondeau Eric
 Kübler Felix
 Loubergé Henri
 Mayer Janos
 Pelgrin Florian 
 Pommeret Aude
 Porchia Paolo
 Rieger Marc Oliver
 Rockinger Michael
 Schweizer Martin
 St Amour Pascal
 Trojani Fabio
 Wang Mei
 Wöhrmann Peter 

 
Real Estate  
 
 Hagedorn Marcus
 Jaccard Ivan
 Vanini Paolo
 
Risk  
 
 Audrino Francesco
 Barone-Adesi Giovanni
 Broda Simon
 Corsi Fulvio
 De Giorgi Enrico
 Delbaen Freddy 
 Embrechts Paul
 Gibson Rajna
 Jondeau Eric
 Loubergé Henri
 Mancini Loriano
 Mayer Janos
 Ortelli Claudio
 Paolella Marc
 Prohl Silika 
 Preuschoff Kerstin
 Ravanelli Claudia
 Trojani Fabio
 Victoria-Feser Maria-Pia
 
Term Structure of Interest Rates 
Government Bonds  
 
 Audrino Francesco
 Prohl Silika 
 Ronchetti Elvezio
 Scaillet Olivier
 Söderlind Paul
 Trojani Fabio
 Zilibotti Fabrizio
 
Quantitative Methods for Finance
Financial Econometrics, Mathematics, Statistics 
  
 Broda Simon
 Corsi Fulvio
 Delbaen Freddy 
 Jondeau Eric
 Rockinger Michael
 Paolella Marc
 Ronchetti Elvezio
 Scaillet Olivier
 Schweizer Martin
 Trojani Fabio
 Victoria-Feser Maria-Pia

 Area of Expertise  FINRISK Researcher  Area of Expertise  FINRISK Researcher
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