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		Abstract

		Risk management is the art of using lessons from the past to mitigate misfortune and exploit future opportunities — in other words, the art of avoiding the stupid mistakes of yesterday while recognizing that nature can always create new ways for things to go wrong. True risk management is about much more than numbers; it is the art of using numbers and quantitative tools to actually manage risk. Risk is a central, maybe the central, component of managing a financial organization. But risk management has something of a split personality. Managing risk is as much the art of managing people, processes, and institutions as it is the science of measuring and quantifying risk. A Practical Guide to Risk Management addresses that split personality — one side soft management skills, the other side hard mathematics — with an emphasis on how to think about risk. There are two preliminary issues before turning to risk management itself. The first is to recognize the importance of a consistent risk framework throughout the organization. The second is to think carefully about risk, randomness, and uncertainty. 
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