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Financial economics is the branch
of economics characterized by a
“concentration on monetary
activities", in which "money of one
type or another is likely to appear
on both sides of a trade".

Its concern is thus the
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interrelation of financial variables,
such as share prices, interest
rates and exchange rates, as
opposed to those concerning the
real economy.

It has two main areas of focus:
asset pricing and corporate
finance; the first being the
perspective of providers of capital,
i.e. investors, and the second of
users of capital.

It thus provides the theoretical
underpinning for much of finance.

The subject is concerned with "the
allocation and deployment of
economic resources, both spatially
and across time, in an uncertain
environment". It therefore centers
on decision making under
uncertainty...

IT risk

Information technology risk, IT
risk, IT-related risk, or cyber risk
is any risk relating to information
technology. While information has
long been appreciated
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Information technology risk, IT
risk, IT-related risk, or cyber risk
is any risk relating to information
technology. While information has
long been appreciated as a
valuable and important asset, the
rise of the knowledge economy
and the Digital Revolution has led
to organizations becoming
increasingly dependent on
information, information
processing and especially IT.
Various events or incidents that
compromise IT in some way can
therefore cause adverse impacts
on the organization's business
processes or mission, ranging
from inconsequential to
catastrophic in scale.

Assessing the probability or
likelihood of various types of
event/incident with their predicted
impacts or consequences, should
they occur, is a common way to
assess and measure IT risks.
Alternative methods of measuring
IT...

Economic and Monetary Union of
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the European Union

economic reform plans -report on
the pilot exercise&quot;. Council
of the European Union (Economic
and Financial Committee). 17 June
2014. &quot;ESM direct bank

The economic and monetary union
(EMU) of the European Union is a
group of policies aimed at
converging the economies of
member states of the European
Union at three stages.

There are three stages of the
EMU, each of which consists of
progressively closer economic
integration. Only once a state
participates in the third stage it is
permitted to adopt the euro as its
official currency. As such, the
third stage is largely synonymous
with the eurozone. The euro
convergence criteria are the set of
requirements that needs to be
fulfilled in order for a country to
be approved to participate in the
third stage. An important element
of this is participation for a
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minimum of two years in the
European Exchange Rate
Mechanism ("ERM II"), in which
candidate currencies demonstrate
economic convergence by...

Economic ethics

whether economic agents under
the conditions assumed by the
theory produce the same decisions
as those predicted by the theory.
This is given that, under the

Economic ethics is the
combination of economics and
ethics, incorporating both
disciplines to predict, analyze, and
model economic phenomena.

It can be summarized as the
theoretical ethical prerequisites
and foundations of economic
systems. This principle can be
traced back to the Greek
philosopher Aristotle, whose
Nicomachean Ethics describes the
connection between objective
economic principles and justice.
The academic literature on
economic ethics is extensive,
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citing natural law and religious
law as influences on the rules of
economics. The consideration of
moral philosophy, or a moral
economy, differs from behavioral
economic models. The standard
creation, application, and
beneficiaries of economic models
present a trilemma when ethics
are considered. These ideas, in
conjunction with the...

Emergency Economic Stabilization
Act of 2008

failing financial institutions and
banks. The bill was proposed by
Treasury Secretary Henry
Paulson, passed by the 110th
United States Congress, and was
signed

The Emergency Economic
Stabilization Act of 2008, also
known as the "bank bailout of
2008" or the "Wall Street bailout",
was a United States federal law
enacted during the Great
Recession, which created federal
programs to "bail out" failing
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financial institutions and banks.
The bill was proposed by Treasury
Secretary Henry Paulson, passed
by the 110th United States
Congress, and was signed into law
by President George W. Bush. It
became law as part of Public Law
110-343 on October 3, 2008. It
created the $700 billion Troubled
Asset Relief Program (TARP)
whose funds would purchase toxic
assets from failing banks. The
funds were mostly directed to
inject capital into banks and other
financial institutions as the
Treasury continued to review the
effectiveness of targeted asset-
purchases.

The...
Financial Services Authority

of the Securities and Investments
Board was changed to the
Financial Services Authority on 28
October 1997 and it started to
exercise statutory powers

The Financial Services Authority
(FSA) was a quasi-judicial body
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accountable for the regulation of
the financial services industry in
the United Kingdom between 2001
and 2013. It was founded as the
Securities and Investments Board
(SIB) in 1985. Its board was
appointed by the Treasury,
although it operated
independently of government. It
was structured as a company
limited by guarantee and was
funded entirely by fees charged to
the financial services industry.

Due to perceived regulatory
failure of the banks during the
2008 financial crisis, the UK
government decided to
restructure financial regulation
and abolish the FSA. On 19
December 2012, the Financial
Services Act 2012 received royal
assent, replacing the FSA with
effect from 1 April 2013. Its
responsibilities were then split
between...

Real options valuation

an adjustment for risk aversion
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and economic decision-making),
the fuzzy pay-off method, and the
simulation with optimized exercise
thresholds method

Real options valuation, also often
termed real options analysis, (ROV
or ROA) applies option valuation
techniques to capital budgeting
decisions. A real option itself, is
the right—but not the
obligation—to undertake certain
business initiatives, such as
deferring, abandoning, expanding,
staging, or contracting a capital
investment project. For example,
real options valuation could
examine the opportunity to invest
in the expansion of a firm's factory
and the alternative option to sell
the factory.

Real options are most valuable
when uncertainty is high;
management has significant
flexibility to change the course of
the project in a favorable direction
and is willing to exercise the
options.

Economic And Financial Decisions Under Risk

Exercise Solution



Economic And Financial Decisions
Under Risk Exercise Solution

Financial adviser

A financial adviser or financial
advisor is a professional who
provides financial services to
clients based on their financial
situation. In many countries

A financial adviser or financial
advisor is a professional who
provides financial services to
clients based on their financial
situation. In many countries,
financial advisors must complete
specific training and be registered
with a regulatory body in order to
provide advice.

Relationships between clients and
financial advisors can be
characterized by principal-agent
problems, as financial advisors
may possess information and
conflicts of interest that lead to
dishonest advice and misconduct.

World Economic Forum

The World Economic Forum
(WEF) is an international
advocacy non-governmental
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organization and think tank, based
in Cologny, Canton of Geneva,
Switzerland

The World Economic Forum
(WEF) is an international
advocacy non-governmental
organization and think tank, based
in Cologny, Canton of Geneva,
Switzerland. It was founded on 24
January 1971 by German engineer
Klaus Schwab.

The foundation's stated mission is
"improving the state of the world
by engaging business, political,
academic, and other leaders of
society to shape global, regional,
and industry agendas".

The foundation is mostly funded
by its 1,000 member multi-
national companies.

The WEF is mostly known for its
annual meeting at the end of
January in Davos, a mountain
resort in the canton of
Graubunden, in the eastern Alps
region of Switzerland. The
meeting brings together some
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3,000 paying members and
selected participants - among
whom are investors, business
leaders, political leaders...

Financial transaction tax

lack of standardization of risk
reporting under the Basel I
framework, which was itself a
response to the 1980s financial
speculation crises. However

A financial transaction tax (FTT) is
a levy on a specific type of
financial transaction for a
particular purpose. The tax has
been most commonly associated
with the financial sector for
transactions involving intangible
property rather than real
property. It is not usually
considered to include consumption
taxes paid by consumers.

A transaction tax is levied on
specific transactions designated as
taxable rather than on any other
attributes of financial institutions.
If an institution is never a party to
a taxable transaction, then no
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transaction tax will be levied from
it. If an institution carries out one
such transaction, then it will be
levied the tax for the one
transaction. This tax is narrower
in scope than a financial activities
tax (FAT), and is not directly an
industry or sector tax...
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