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Dynamic Hedging Taleb
An A to Z options trading guide for the new millennium and the new economy Written by professional trader and quantitative
analyst Euan Sinclair, Option Trading is a comprehensive guide to this discipline covering everything from historical background,
contract types, and market structure to volatility measurement, forecasting, and hedging techniques. This comprehensive guide
presents the detail and practical information that professional option traders need, whether they're using options to hedge, manage
money, arbitrage, or engage in structured finance deals. It contains information essential to anyone in this field, including option
pricing and price forecasting, the Greeks, implied volatility, volatility measurement and forecasting, and specific option strategies.
Explains how to break down a typical position, and repair positions Other titles by Sinclair: Volatility Trading Addresses the various
concerns of the professional options trader Option trading will continue to be an important part of the financial landscape. This
book will show you how to make the most of these profitable products, no matter what the market does.
A top options trader details a practical approach for pricing and trading options in any market condition The options market is
always changing, and in order to keep up with it you need the greeks—delta, gamma, theta, vega, and rho—which are the best
techniques for valuing options and executing trades regardless of market conditions. In the Second Edition of Trading Options
Greeks, veteran options trader Dan Pasarelli puts these tools in perspective by offering fresh insights on option trading and
valuation. An essential guide for both professional and aspiring traders, this book explains the greeks in a straightforward and
accessible style. It skillfully shows how they can be used to facilitate trading strategies that seek to profit from volatility, time decay,
or changes in interest rates. Along the way, it makes use of new charts and examples, and discusses how the proper application
of the greeks can lead to more accurate pricing and trading as well as alert you to a range of other opportunities. Completely
updated with new material Information on spreads, put-call parity and synthetic options, trading volatility, and advanced option
trading is also included Explores how to exploit the dynamics of option pricing to improve your trading Having a comprehensive
understanding of the greeks is essential to long-term options trading success. Trading Options Greeks, Second Edition shows you
how to use the greeks to find better trades, effectively manage them, and ultimately, become more profitable.
Traces the author's experiences as a mathematics wizard, author, inventor, hedge-fund manager, and card-counter who revealed
casino-beating strategies, invented the first wearable computer, and launched a Wall Street revolution.
In Volatility Trading, Sinclair offers you a quantitative model for measuring volatility in order to gain an edge in your everyday
option trading endeavors. With an accessible, straightforward approach. He guides traders through the basics of option pricing,
volatility measurement, hedging, money management, and trade evaluation. In addition, Sinclair explains the often-overlooked
psychological aspects of trading, revealing both how behavioral psychology can create market conditions traders can take
advantage of-and how it can lead them astray. Psychological biases, he asserts, are probably the drivers behind most sources of
edge available to a volatility trader. Your goal, Sinclair explains, must be clearly defined and easily expressed-if you cannot explain
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it in one sentence, you probably aren't completely clear about what it is. The same applies to your statistical edge. If you do not
know exactly what your edge is, you shouldn't trade. He shows how, in addition to the numerical evaluation of a potential trade,
you should be able to identify and evaluate the reason why implied volatility is priced where it is, that is, why an edge exists. This
means it is also necessary to be on top of recent news stories, sector trends, and behavioral psychology. Finally, Sinclair
underscores why trades need to be sized correctly, which means that each trade is evaluated according to its projected return and
risk in the overall context of your goals. As the author concludes, while we also need to pay attention to seemingly mundane things
like having good execution software, a comfortable office, and getting enough sleep, it is knowledge that is the ultimate source of
edge. So, all else being equal, the trader with the greater knowledge will be the more successful. This book, and its companion CDROM, will provide that knowledge. The CD-ROM includes spreadsheets designed to help you forecast volatility and evaluate
trades together with simulation engines.
Dynamic HedgingManaging Vanilla and Exotic OptionsJohn Wiley & Sons
The landmark five-book series—all together in one ebook bundle The Incerto is an investigation of opacity, luck, uncertainty,
probability, human error, risk, and decision making when we don’t understand the world, expressed in the form of a personal
essay with autobiographical sections, stories, parables, and philosophical, historical, and scientific discussions, in non-overlapping
volumes that can be accessed in any order. The main thread is that while there is inordinate uncertainty about what is going on,
there is great certainty as to what one should do about it. This ebook bundle includes: FOOLED BY RANDOMNESS THE BLACK
SWAN THE BED OF PROCRUSTES ANTIFRAGILE SKIN IN THE GAME
LECTURING BIRDS ON FLYING For the past few decades, the financial world has often displayed an unreasonable willingness to
believe that "the model is right, the market is wrong," in spite of the fact that these theoretical machinations were largely
responsible for the stock market crash of 1987, the LTCM crisis of 1998, the credit crisis of 2008, and many other blow-ups, large
and small. Why have both financial insiders (traders, risk managers, executives) and outsiders (academics, journalists, regulators,
the public) consistently demonstrated a willingness to treat quantifications as gospel? Nassim Taleb first addressed the conflicts
between theoretical and real finance in his technical treatise on options, Dynamic Hedging. Now, in Lecturing Birds on Flying,
Pablo Triana offers a powerful indictment on the trustworthiness of financial theory, explaining—in jargon-free plain English—how
malfunctions in these quantitative machines have wreaked havoc in our real world. Triana first analyzes the fundamental question
of whether financial markets can in principle really be solved mathematically. He shows that the markets indeed cannot be tamed
with equations, presenting a long and powerful list of obstacles to prove his point: maverick unlawful human actions rule the
markets, unexpected and unimaginable events shape the markets, and historical data is not necessarily a trustworthy guide to the
future of the markets. The author then examines the sources of origin of many prevalent theories and mathematical dictums. He
details how the field of financial economics evolved from a descriptive discipline to an abstract one dedicated to technically
concocting professors' own versions of how such a world should work. He goes on to explain how Wall Street and other financial
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centers became eager employers of scientists, and how scientists became eager employees of financial firms. Triana concludes
with an in-depth discussion of the most significant historical episodes of theory-caused real-life market malaise, with a strong
emphasis on the current credit crisis. In the end, Lecturing Birds on Flying calls for the radical substitution of good old-fashioned
common sense in place of mathematical decision-making and the restoration to financial power of those who are completely
unchained to the iron ball of classroom-obtained qualifications.
A detailed, one-stop guide for experienced options traders Positional Option Trading is a rigorous, professional-level guide on
sophisticated techniques from professional trader and quantitative analyst Euan Sinclair. The author has over two decades of highlevel option trading experience. He has written this book specifically for professional options traders who have outgrown more
basic trading techniques and are searching for in-depth information suitable for advanced trading. Custom-tailored to respond to
the volatile option trading environment, this expert guide stresses the importance of finding a valid edge in situations where risk is
usually overwhelmed by uncertainty and unknowability. Using examples of edges such as the volatility premium, term-structure
premia and earnings effects, the author shows how to find valid trading ideas and details the decision process for choosing an
option structure that best exploits the advantage. Advanced topics include a quantitative approach for directionally trading options,
the robustness of the Black Scholes Merton model, trade sizing for option portfolios, robust risk management and more. This book:
Provides advanced trading techniques for experienced professional traders Addresses the need for in-depth, quantitative
information that more general, intro-level options trading books do not provide Helps readers to master their craft and improve their
performance Includes advanced risk management methods in option trading No matter the market conditions, Positional Option
Trading is an important resource for any professional or advanced options trader.
"Trading VIX Derivatives will be a comprehensive book covering all aspects of the Chicago Board Options Exchange stock market
volatility index. The book will explain the mechanics and strategies associated with trading VIX options, futures, exchange trading
notes and options on exchange traded notes. Known as the "fear index" the VIX provides a snapshot of expectations about future
stock market volatility and generally moves inversely to the overall stock market. As such, many market participants look at the
VIX to help understand market sentiment and predict turning points. With a slew of VIX index trading products now available, there
are a variety of strategies traders use to speculate outright on the direction of market volatility or to use the products in conjunction
with other instruments to create spread trades or hedge their overall risk. A top instructor at the CBOE's Options Institute, the
author will reflect the wide range of uses associated with the VIX and will make the book useful to both new traders and seasoned
professionals"-Derivatives Models on Models takes a theoretical and practical look at some of the latest and most important ideas behind derivatives pricing
models. In each chapter the author highlights the latest thinking and trends in the area. A wide range of topics are covered, including
valuation methods on stocks paying discrete dividend, Asian options, American barrier options, Complex barrier options, reset options, and
electricity derivatives. The book also discusses the latest ideas surrounding finance like the robustness of dynamic delta hedging, option
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hedging, negative probabilities and space-time finance. The accompanying CD-ROM with additional Excel sheets includes the mathematical
models covered in the book. The book also includes interviews with some of the world’s top names in the industry, and an insight into the
history behind some of the greatest discoveries in quantitative finance. Interviewees include: Clive Granger, Nobel Prize winner in Economics
2003, on Cointegration Nassim Taleb on Black Swans Stephen Ross on Arbitrage Pricing Theory Emanuel Derman the Wall Street Quant
Edward Thorp on Gambling and Trading Peter Carr the Wall Street Wizard of Option Symmetry and Volatility Aaron Brown on Gambling,
Poker and Trading David Bates on Crash and Jumps Andrei Khrennikov on Negative Probabilities Elie Ayache on Option Trading and
Modeling Peter Jaeckel on Monte Carlo Simulation Alan Lewis on Stochastic Volatility and Jumps Paul Wilmott on Paul Wilmott Knut Aase on
Catastrophes and Financial Economics Eduardo Schwartz the Yoga Master of Quantitative Finance Bruno Dupire on Local and Stochastic
Volatility Models
In 1908, Vinzenz Bronzin, a professor of mathematics at the Accademia di Commercio e Nautica in Trieste, published a booklet in German
entitled Theorie der Prämiengeschäfte (Theory of Premium Contracts) which is an old type of option contract. Almost like Bachelier’s now
famous dissertation (1900), the work seems to have been forgotten shortly after it was published. However, almost every element of modern
option pricing can be found in Bronzin’s book. He derives option prices for an illustrative set of distributions, including the Normal. - This
volume includes a reprint of the original German text, a translation, as well as an appreciation of Bronzin's work from various perspectives
(economics, history of finance, sociology, economic history) including some details about the professional life and circumstances of the
author. The book brings Bronzin's early work to light again and adds an almost forgotten piece of research to the theory of option pricing.
The options market allows savvy investors to assume risk in a way that can be very profitable, if the right techniques are used with the proper
insight. In Trading Options as a Professional, veteran floor trader James Bittman provides both full-time and professional traders with a highly
practical blueprint for maximizing profits in the global options market. This peerless guide helps you think like a market maker, arms you with
the latest techniques for trading and managing options, and guides you in honing your proficiency at entering orders and anticipating strategy
performance. Most importantly, it gives you access to one of the world's leading educators and commentators as he candidly defines the
seven trading areas that are essential for successful options traders to master: Option price behavior, including the Greeks Volatility Synthetic
relationships Arbitrage strategies Delta-neutral trading Setting bid and ask prices Risk management You will benefit from Bittman's
exceptional understanding of volatility, his perceptive examples from the real world, and the dozens of graphs and tables that illustrate his
strategies and techniques. Each chapter is a complete, step-by-step lesson, and, collectively, give you the best toolbox of profit-making
solutions on the options trading floor. In addition, Trading Options as a Professional comes with Op-Eval Pro, a powerful software that
enables you to analyze your trades before you make them by calculating implied volatility, graphing simple and complex options strategies,
and saving analyses to review later. Don't be left guessing on the sidelines--trade with the confidence of a market maker by following the road
map to higher profits in Trading Options as a Professional.
#1 NEW YORK TIMES BESTSELLER • A bold work from the author of The Black Swan that challenges many of our long-held beliefs about
risk and reward, politics and religion, finance and personal responsibility In his most provocative and practical book yet, one of the foremost
thinkers of our time redefines what it means to understand the world, succeed in a profession, contribute to a fair and just society, detect
nonsense, and influence others. Citing examples ranging from Hammurabi to Seneca, Antaeus the Giant to Donald Trump, Nassim Nicholas
Taleb shows how the willingness to accept one’s own risks is an essential attribute of heroes, saints, and flourishing people in all walks of
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life. As always both accessible and iconoclastic, Taleb challenges long-held beliefs about the values of those who spearhead military
interventions, make financial investments, and propagate religious faiths. Among his insights: • For social justice, focus on symmetry and risk
sharing. You cannot make profits and transfer the risks to others, as bankers and large corporations do. You cannot get rich without owning
your own risk and paying for your own losses. Forcing skin in the game corrects this asymmetry better than thousands of laws and
regulations. • Ethical rules aren’t universal. You’re part of a group larger than you, but it’s still smaller than humanity in general. • Minorities,
not majorities, run the world. The world is not run by consensus but by stubborn minorities imposing their tastes and ethics on others. • You
can be an intellectual yet still be an idiot. “Educated philistines” have been wrong on everything from Stalinism to Iraq to low-carb diets. •
Beware of complicated solutions (that someone was paid to find). A simple barbell can build muscle better than expensive new machines. •
True religion is commitment, not just faith. How much you believe in something is manifested only by what you’re willing to risk for it. The
phrase “skin in the game” is one we have often heard but rarely stopped to truly dissect. It is the backbone of risk management, but it’s also
an astonishingly rich worldview that, as Taleb shows in this book, applies to all aspects of our lives. As Taleb says, “The symmetry of skin in
the game is a simple rule that’s necessary for fairness and justice, and the ultimate BS-buster,” and “Never trust anyone who doesn’t have
skin in the game. Without it, fools and crooks will benefit, and their mistakes will never come back to haunt them.”
Portfolio insurance has become a craze among institutional investors: over the past ten years, the value of assets managed under this
strategy has grown from zero to more than -50 billion. This guide offers complete coverage and practical advice on every aspect of the
subject. It clearly defines the characteristics of portfolio insurance, providing background on its history and the theory of hedging, going on to
describe how to implement a hedging strategy, how to fit portfolio insurance into long-term financial planning, using index and financial
futures and options in hedging, and techniques for measuring performance. Also included is a discussion of how portfolio insurance operates
in the international arena.
WHAT EVERY OPTION TRADER NEEDS TO KNOW. THE ONE BOOK EVERY TRADER SHOULD OWN. The bestselling Option Volatility
& Pricing has made Sheldon Natenberg a widely recognized authority in the option industry. At firms around the world, the text is often the
first book that new professional traders are given to learn the trading strategies and risk management techniques required for success in
option markets. Now, in this revised, updated, and expanded second edition, this thirty-year trading professional presents the most
comprehensive guide to advanced trading strategies and techniques now in print. Covering a wide range of topics as diverse and exciting as
the market itself, this text enables both new and experienced traders to delve in detail into the many aspects of option markets, including: The
foundations of option theory Dynamic hedging Volatility and directional trading strategies Risk analysis Position management Stock index
futures and options Volatility contracts Clear, concise, and comprehensive, the second edition of Option Volatility & Pricing is sure to be an
important addition to every option trader's library--as invaluable as Natenberg's acclaimed seminars at the world's largest derivatives
exchanges and trading firms. You'll learn how professional option traders approach the market, including the trading strategies and risk
management techniques necessary for success. You'll gain a fuller understanding of how theoretical pricing models work. And, best of all,
you'll learn how to apply the principles of option evaluation to create strategies that, given a trader's assessment of market conditions and
trends, have the greatest chance of success. Option trading is both a science and an art. This book shows how to apply both to maximum
effect.
This book is written for the experienced portfolio manager and professional options traders. It is a practical guide offering how to apply
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options math in a trading world that demands mathematical measurement. Every options trader deals with an array of calculations: beginners
learn to identify risks and opportunities using a short list of strategies, while researchers and academics turn to advanced technical manuals.
However, almost no books exist for the experienced portfolio managers and professional options traders who fall between these extremes.
Michael C. Thomsett addresses this glaring gap with The Mathematics of Options, a practical guide with actionable tools for the practical
application of options math in a world that demands quantification. It serves as a valuable reference for advanced methods of evaluating
issues of pricing, payoff, probability, and risk. In his characteristic approachable style, Thomsett simplifies complex hot button issues—such as
strategic payoffs, return calculations, and hedging options—that may be mentioned in introductory texts but are often underserved. The result
is a comprehensive book that helps traders understand the mathematic concepts of options trading so that they can improve their skills and
outcomes.
In Volatility and Correlation 2nd edition: The Perfect Hedger and the Fox, Rebonato looks at derivatives pricing from the angle of volatility and
correlation. With both practical and theoretical applications, this is a thorough update of the highly successful Volatility & Correlation – with
over 80% new or fully reworked material and is a must have both for practitioners and for students. The new and updated material includes a
critical examination of the ‘perfect-replication’ approach to derivatives pricing, with special attention given to exotic options; a thorough
analysis of the role of quadratic variation in derivatives pricing and hedging; a discussion of the informational efficiency of markets in
commonly-used calibration and hedging practices. Treatment of new models including Variance Gamma, displaced diffusion, stochastic
volatility for interest-rate smiles and equity/FX options. The book is split into four parts. Part I deals with a Black world without smiles, sets out
the author’s ‘philosophical’ approach and covers deterministic volatility. Part II looks at smiles in equity and FX worlds. It begins with a
review of relevant empirical information about smiles, and provides coverage of local-stochastic-volatility, general-stochastic-volatility, jumpdiffusion and Variance-Gamma processes. Part II concludes with an important chapter that discusses if and to what extent one can dispense
with an explicit specification of a model, and can directly prescribe the dynamics of the smile surface. Part III focusses on interest rates when
the volatility is deterministic. Part IV extends this setting in order to account for smiles in a financially motivated and computationally tractable
manner. In this final part the author deals with CEV processes, with diffusive stochastic volatility and with Markov-chain processes. Praise for
the First Edition: “In this book, Dr Rebonato brings his penetrating eye to bear on option pricing and hedging.... The book is a must-read for
those who already know the basics of options and are looking for an edge in applying the more sophisticated approaches that have recently
been developed.” —Professor Ian Cooper, London Business School “Volatility and correlation are at the very core of all option pricing and
hedging. In this book, Riccardo Rebonato presents the subject in his characteristically elegant and simple fashion...A rare combination of
intellectual insight and practical common sense.” —Anthony Neuberger, London Business School
Explore the deadly elegance of finance's hidden powerhouse The Money Formula takes you inside the engine room of the global economy to
explore the little-understood world of quantitative finance, and show how the future of our economy rests on the backs of this all-butimpenetrable industry. Written not from a post-crisis perspective – but from a preventative point of view – this book traces the development of
financial derivatives from bonds to credit default swaps, and shows how mathematical formulas went beyond pricing to expand their use to
the point where they dwarfed the real economy. You'll learn how the deadly allure of their ice-cold beauty has misled generations of
economists and investors, and how continued reliance on these formulas can either assist future economic development, or send the global
economy into the financial equivalent of a cardiac arrest. Rather than rehash tales of post-crisis fallout, this book focuses on preventing the
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next one. By exploring the heart of the shadow economy, you'll be better prepared to ride the rough waves of finance into the turbulent future.
Delve into one of the world's least-understood but highest-impact industries Understand the key principles of quantitative finance and the
evolution of the field Learn what quantitative finance has become, and how it affects us all Discover how the industry's next steps dictate the
economy's future How do you create a quadrillion dollars out of nothing, blow it away and leave a hole so large that even years of
"quantitative easing" can't fill it – and then go back to doing the same thing? Even amidst global recovery, the financial system still has the
potential to seize up at any moment. The Money Formula explores the how and why of financial disaster, what must happen to prevent the
next one.

Strategies, tools, and solutions for minimizing risk and volatility in option trading An intermediate level trading book, The Option
Trader Handbook, Second Edition provides serious traders with strategies for managing and adjusting their market positions. This
Second Edition features new material on implied volatility; Delta and Theta, and how these measures can be used to make better
trading decisions. The book presents the art of making trade adjustments in a logical sequence, starting with long and short stock
positions; moving on to basic put and call positions; and finally discussing option spreads and combinations. Covers different types
of underlying positions and discusses all the possible adjustments that can be made to that position Offers important insights into
more complex option spreads and combinations A timely book for today's volatile markets Intended for both stock and option
traders, this book will help you improve your overall trading skills and performance.
The landmark five-book series--all together in one boxed set The Incerto is an investigation of opacity, luck, uncertainty,
probability, human error, risk, and decision making when we don't understand the world, expressed in the form of a personal essay
with autobiographical sections, stories, parables, and philosophical, historical, and scientific discussions, in non-overlapping
volumes that can be accessed in any order. The main thread is that while there is inordinate uncertainty about what is going on,
there is great certainty as to what one should do about it. This boxed set includes: FOOLED BY RANDOMNESS THE BLACK
SWAN THE BED OF PROCRUSTES ANTIFRAGILE SKIN IN THE GAME
Every decision is a trade. Learn to think about the ones you should do — and the ones you shouldn’t. Trading books generally
break down into two categories: the ones which claim to teach you how to make money trading, and the memoir-style books
recounting scandals and bad behavior. But the former don't have profitable trades to teach; if they did they'd keep those trades to
themselves. And the latter are frequently entertaining, but they don't leave you with much you can apply in your own life. The Laws
of Trading is different. All of our relationships and decisions involve trading at some level. This is a book about decision-making
through the lens of a professional prop trader. For years, behavioral and cognitive scientists have shown us how human decisionmaking is flawed and biased. But how do you learn to avoid these problems in day-to-day decisions where you have to react in
real-time? What are the important things to think about and to act on? The world needs a book by a prop trader who has lived,
breathed and taught trading for a living, drawing upon years of insights on the trading floor in real markets, good and bad, whether
going sideways, crashing, or bubbling over. If you can master the decision-making skills needed to profitably trade in modern
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markets, you can master decision-making in all walks of life. This book will teach you exactly those skills. Introduces, develops,
and applies one law per chapter, making it easy not only to remember useful concepts, but also to have them at the ready in any
situation. Shows you how to find and think about the “special edge” of your organization, and yourself. Teaches you how to
handle the interaction of people with artificially intelligent (AI) machines that make decisions, a skill that is rapidly becoming
essential in the AI-driven economy of the future. Includes a "bonus" digital ancillary, an Excel spreadsheet with various worked
examples that expand on the scenarios described in the book. Do you need to make rational decisions in a competitive
environment? Almost everyone does. This book will teach you the tools that let you do your job better.
This publication aims to fill the void between books providing an introduction to derivatives, and advanced books whose target
audience are members of quantitative modelling community. In order to appeal to the widest audience, this publication tries to
assume the least amount of prior knowledge. The content quickly moves onto more advanced subjects in order to concentrate on
more practical and advanced topics. "A master piece to learn in a nutshell all the essentials about volatility with a practical and
lively approach. A must read!" Carole Bernard, Equity Derivatives Specialist at Bloomberg "This book could be seen as the
'volatility bible'!" Markus-Alexander Flesch, Head of Sales & Marketing at Eurex "I highly recommend this book both for those new
to the equity derivatives business, and for more advanced readers. The balance between theory and practice is struck At-TheMoney" Paul Stephens, Head of Institutional Marketing at CBOE "One of the best resources out there for the volatility community"
Paul Britton, CEO and Founder of Capstone Investment Advisors "Colin has managed to convey often complex derivative and
volatility concepts with an admirable simplicity, a welcome change from the all-too-dense tomes one usually finds on the subject"
Edmund Shing PhD, former Proprietary Trader at BNP Paribas "In a crowded space, Colin has supplied a useful and concise
guide" Gary Delany, Director Europe at the Options Industry Council
"Provides readers with a comprehensive guide to active trading, including the inner workings of the market, basic executions
strategies, and how to apply trading insights. Covers the most common market maker setups; how to identify market maker traps;
and how to follow the direction of the lead market maker in an individual stock. Emphasizes the importance of using Level II quotes
to understand how market makers drive prices and manipulate the market"-Destined to become a market classic, Dynamic Hedging is the only practical reference in exotic options hedgingand arbitrage for
professional traders and money managers Watch the professionals. From central banks to brokerages to multinationals,
institutional investors are flocking to a new generation of exotic and complex options contracts and derivatives. But the promise of
ever larger profits also creates the potential for catastrophic trading losses. Now more than ever, the key to trading derivatives lies
in implementing preventive risk management techniques that plan for and avoid these appalling downturns. Unlike other books
that offer risk management for corporate treasurers, Dynamic Hedging targets the real-world needs of professional traders and
money managers. Written by a leading options trader and derivatives risk advisor to global banks and exchanges, this book
provides a practical, real-world methodology for monitoring and managing all the risks associated with portfolio management.
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Nassim Nicholas Taleb is the founder of Empirica Capital LLC, a hedge fund operator, and a fellow at the Courant Institute of
Mathematical Sciences of New York University. He has held a variety of senior derivative trading positions in New York and
London and worked as an independent floor trader in Chicago. Dr. Taleb was inducted in February 2001 in the Derivatives
Strategy Hall of Fame. He received an MBA from the Wharton School and a Ph.D. from University Paris-Dauphine.
"TAIL RISKS" originate from the failure of mean reversion and the idealized bell curve of asset returns, which assumes that highly
probable outcomes occur near the center of the curve and that unlikely occurrences, good and bad, happen rarely, if at all, at
either "tail" of the curve. Ever since the global financial crisis, protecting investments against these severe tail events has become
a priority for investors and money managers, but it is something Vineer Bhansali and his team at PIMCO have been doing for over
a decade. In one of the first comprehensive and rigorous books ever written on tail risk hedging, he lays out a systematic approach
to protecting portfolios from, and potentially benefiting from, rare yet severe market outcomes. Tail Risk Hedging is built on the
author's practical experience applying macroeconomic forecasting and quantitative modeling techniques across asset markets.
Using empirical data and charts, he explains the consequences of diversification failure in tail events and how to manage portfolios
when this happens. He provides an easy-to-use, yet rigorous framework for protecting investment portfolios against tail risk and
using tail hedging to play offense. Tail Risk Hedging explores how to: Generate profits from volatility and illiquidity during tail-risk
events in equity and credit markets Buy attractively priced tail hedges that add value to a portfolio and quantify basis risk Interpret
the psychology of investors in option pricing and portfolio construction Customize explicit hedges for retirement investments Hedge
risk factors such as duration risk and inflation risk Managing tail risk is today's most significant development in risk management,
and this thorough guide helps you access every aspect of it. With the time-tested and mathematically rigorous strategies described
here, including pieces of computer code, you get access to insights to help mitigate portfolio losses in significant downturns, create
explosive liquidity while unhedged participants are forced to sell, and create more aggressive yet tail-risk-focused portfolios. The
book also gives you a unique, higher level view of how tail risk is related to investing in alternatives, and of derivatives such as
zerocost collars and variance swaps. Volatility and tail risks are here to stay, and so should your clients' wealth when you use Tail
Risk Hedging for managing portfolios. PRAISE FOR TAIL RISK HEDGING: "Managing, mitigating, and even exploiting the risk of
bad times are the most important concerns in investments. Bhansali puts tail risk hedging and tail risk management under a
microscope--pricing, implementation, and showing how we can fine-tune our risk exposures, which are all crucial ways in how we
can better weather our bad times." -- ANDREW ANG, Ann F. Kaplan Professor of Business at Columbia University "This book is
critical and accessible reading for fiduciaries, financial consultants and investors interested in both theoretical foundations and
practical considerations for how to frame hedging downside risk in portfolios. It is a tremendous resource for anyone involved in
asset allocation today." -- CHRISTOPHER C. GECZY, Ph.D., Academic Director, Wharton Wealth Management Initiative and Adj.
Associate Professor of Finance, The Wharton School "Bhansali's book demonstrates how tail risk hedging can work, be concretely
implemented, and lead to higher returns so that it is possible to have your cake and eat it too! A must read for the savvy investor."
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-- DIDIER SORNETTE, Professor on the Chair of Entrepreneurial Risks, ETH Zurich
Fooled by Randomness is a standalone book in Nassim Nicholas Taleb’s landmark Incerto series, an investigation of opacity,
luck, uncertainty, probability, human error, risk, and decision-making in a world we don’t understand. The other books in the series
are The Black Swan, Antifragile, Skin in the Game, and The Bed of Procrustes. Fooled by Randomness is the word-of-mouth
sensation that will change the way you think about business and the world. Nassim Nicholas Taleb–veteran trader, renowned risk
expert, polymathic scholar, erudite raconteur, and New York Times bestselling author of The Black Swan–has written a modern
classic that turns on its head what we believe about luck and skill. This book is about luck–or more precisely, about how we
perceive and deal with luck in life and business. Set against the backdrop of the most conspicuous forum in which luck is mistaken
for skill–the world of trading–Fooled by Randomness provides captivating insight into one of the least understood factors in all our
lives. Writing in an entertaining narrative style, the author tackles major intellectual issues related to the underestimation of the
influence of happenstance on our lives. The book is populated with an array of characters, some of whom have grasped, in their
own way, the significance of chance: the baseball legend Yogi Berra; the philosopher of knowledge Karl Popper; the ancient
world’s wisest man, Solon; the modern financier George Soros; and the Greek voyager Odysseus. We also meet the fictional
Nero, who seems to understand the role of randomness in his professional life but falls victim to his own superstitious foolishness.
However, the most recognizable character of all remains unnamed–the lucky fool who happens to be in the right place at the right
time–he embodies the “survival of the least fit.” Such individuals attract devoted followers who believe in their guru’s insights and
methods. But no one can replicate what is obtained by chance. Are we capable of distinguishing the fortunate charlatan from the
genuine visionary? Must we always try to uncover nonexistent messages in random events? It may be impossible to guard
ourselves against the vagaries of the goddess Fortuna, but after reading Fooled by Randomness we can be a little better
prepared. Named by Fortune One of the Smartest Books of All Time A Financial Times Best Business Book of the Year
Trading and Pricing Financial Derivatives is an introduction to the world of futures, options, and swaps. Investors who are
interested in deepening their knowledge of derivatives of all kinds will find this book to be an invaluable resource. The book is also
useful in a very applied course on derivative trading. The authors delve into the history of options pricing; simple strategies of
options trading; binomial tree valuation; Black-Scholes option valuation; option sensitivities; risk management and interest rate
swaps in this immensely informative yet easy to comprehend work. Using their vast working experience in the financial markets at
international investment banks and hedge funds since the late 1990s and teaching derivatives and investment courses at the
Master's level, Patrick Boyle and Jesse McDougall put forth their knowledge and expertise in clearly explained concepts. This book
does not presuppose advanced mathematical knowledge, though it is presented for completeness for those that may benefit from
it, and is designed for a general audience, suitable for beginners through to those with intermediate knowledge of the subject.

In Advanced Equity Derivatives: Volatility andCorrelation, Sébastien Bossu reviews and explains theadvanced concepts
used for pricing and hedging equity exoticderivatives. Designed for financial modelers, option tradersand sophisticated
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investors, the content covers the most importanttheoretical and practical extensions of the Black-Scholesmodel. Each
chapter includes numerous illustrations and a shortselection of problems, covering key topics such as impliedvolatility
surface models, pricing with implied distributions,local volatility models, volatility derivatives, correlationmeasures,
correlation trading, local correlation models andstochastic correlation. The author has a dual professional and academic
background,making Advanced Equity Derivatives: Volatility andCorrelation the perfect reference for quantitative
researchersand mathematically savvy finance professionals looking to acquirean in-depth understanding of equity exotic
derivatives pricing andhedging.
The book investigates the misapplication of conventional statistical techniques to fat tailed distributions and looks for
remedies, when possible. Switching from thin tailed to fat tailed distributions requires more than "changing the color of
the dress." Traditional asymptotics deal mainly with either n=1 or n=?, and the real world is in between, under the "laws of
the medium numbers"-which vary widely across specific distributions. Both the law of large numbers and the generalized
central limit mechanisms operate in highly idiosyncratic ways outside the standard Gaussian or Levy-Stable basins of
convergence. A few examples: - The sample mean is rarely in line with the population mean, with effect on "naïve
empiricism," but can be sometimes be estimated via parametric methods. - The "empirical distribution" is rarely empirical.
- Parameter uncertainty has compounding effects on statistical metrics. - Dimension reduction (principal components)
fails. - Inequality estimators (Gini or quantile contributions) are not additive and produce wrong results. - Many "biases"
found in psychology become entirely rational under more sophisticated probability distributions. - Most of the failures of
financial economics, econometrics, and behavioral economics can be attributed to using the wrong distributions. This
book, the first volume of the Technical Incerto, weaves a narrative around published journal articles.
Praise for Dynamic Term Structure Modeling "This book offers the most comprehensive coverage of term-structure
models I have seen so far, encompassing equilibrium and no-arbitrage models in a new framework, along with the major
solution techniques using trees, PDE methods, Fourier methods, and approximations. It is an essential reference for
academics and practitioners alike." --Sanjiv Ranjan Das Professor of Finance, Santa Clara University, California,
coeditor, Journal of Derivatives "Bravo! This is an exhaustive analysis of the yield curve dynamics. It is clear,
pedagogically impressive, well presented, and to the point." --Nassim Nicholas Taleb author, Dynamic Hedging and The
Black Swan "Nawalkha, Beliaeva, and Soto have put together a comprehensive, up-to-date textbook on modern dynamic
term structure modeling. It is both accessible and rigorous and should be of tremendous interest to anyone who wants to
learn about state-of-the-art fixed income modeling. It provides many numerical examples that will be valuable to readers
interested in the practical implementations of these models." --Pierre Collin-Dufresne Associate Professor of Finance, UC
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Berkeley "The book provides a comprehensive description of the continuous time interest rate models. It serves an
important part of the trilogy, useful for financial engineers to grasp the theoretical underpinnings and the practical
implementation." --Thomas S. Y. Ho, PHD President, Thomas Ho Company, Ltd, coauthor, The Oxford Guide to
Financial Modeling
As today's preeminent doomsday investor Mark Spitznageldescribes his Daoist and roundabout investmentapproach,
“one gains by losing and loses by gaining.”This is Austrian Investing, an archetypal, counterintuitive,and proven
approach, gleaned from the 150-year-old Austrian Schoolof economics, that is both timeless and exceedingly timely. In
The Dao of Capital, hedge fund manager andtail-hedging pioneer Mark Spitznagel—with one of the topreturns on capital
of the financial crisis, as well as over acareer—takes us on a gripping, circuitous journey from theChicago trading pits,
over the coniferous boreal forests andcanonical strategists from Warring States China to NapoleonicEurope to
burgeoning industrial America, to the great economicthinkers of late 19th century Austria. We arrive at his
centralinvestment methodology of Austrian Investing, where victorycomes not from waging the immediate decisive battle,
but ratherfrom the roundabout approach of seeking the intermediatepositional advantage (what he calls shi), of aiming at
theindirect means rather than directly at the ends. The monumentalchallenge is in seeing time differently, in a whole
newintertemporal dimension, one that is so contrary to ourwiring. Spitznagel is the first to condense the theories of
Ludwig vonMises and his Austrian School of economics into a cohesiveand—as Spitznagel has shown—highly effective
investmentmethodology. From identifying the monetary distortions andnon-randomness of stock market routs
(Spitznagel's bread andbutter) to scorned highly-productive assets, in Ron Paul's wordsfrom the foreword, Spitznagel
“brings Austrian economics fromthe ivory tower to the investment portfolio.” The Dao of Capital provides a rare and
accessible lookthrough the lens of one of today's great investors to discover aprofound harmony with the market
process—a harmony that is soessential today.
This book provides a hands-on, practical guide to understanding derivatives pricing. Aimed at the less quantitative
practitioner, it provides a balanced account of options, Greeks and hedging techniques avoiding the complicated
mathematics inherent to many texts, and with a focus on modelling, market practice and intuition.
Praise for The Volatility Surface "I'm thrilled by the appearance of Jim Gatheral's new book The Volatility Surface. The
literature on stochastic volatility is vast, but difficult to penetrate and use. Gatheral's book, by contrast, is accessible and
practical. It successfully charts a middle ground between specific examples and general models--achieving remarkable
clarity without giving up sophistication, depth, or breadth." --Robert V. Kohn, Professor of Mathematics and Chair,
Mathematical Finance Committee, Courant Institute of Mathematical Sciences, New York University "Concise yet
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comprehensive, equally attentive to both theory and phenomena, this book provides an unsurpassed account of the
peculiarities of the implied volatility surface, its consequences for pricing and hedging, and the theories that struggle to
explain it." --Emanuel Derman, author of My Life as a Quant "Jim Gatheral is the wiliest practitioner in the business. This
very fine book is an outgrowth of the lecture notes prepared for one of the most popular classes at NYU's esteemed
Courant Institute. The topics covered are at the forefront of research in mathematical finance and the author's treatment
of them is simply the best available in this form." --Peter Carr, PhD, head of Quantitative Financial Research, Bloomberg
LP Director of the Masters Program in Mathematical Finance, New York University "Jim Gatheral is an acknowledged
master of advanced modeling for derivatives. In The Volatility Surface he reveals the secrets of dealing with the most
important but most elusive of financial quantities, volatility." --Paul Wilmott, author and mathematician "As a teacher in
the field of mathematical finance, I welcome Jim Gatheral's book as a significant development. Written by a Wall Street
practitioner with extensive market and teaching experience, The Volatility Surface gives students access to a level of
knowledge on derivatives which was not previously available. I strongly recommend it." --Marco Avellaneda, Director,
Division of Mathematical Finance Courant Institute, New York University "Jim Gatheral could not have written a better
book." --Bruno Dupire, winner of the 2006 Wilmott Cutting Edge Research Award Quantitative Research, Bloomberg LP
The Business of Options shows how to conduct a professional options business. While it addresses the principles and
practices of option trading and hedging in great detail, the book is the first to do so from a management perspective.
O'Connell's extensive experience in option trading, training, and consulting enables the book to offer a unique
combination of sophistication, clarity and insight. Most option books that are written for professionals focus on advanced
math or on specific trades. This book goes farther, incorporating broad strategic considerations and exploring the
implications of likely human behavior. It often challenges conventional wisdom of "what works" in the options business.
Its intuitive approach to complex issues involving options enables readers to stretch their mathematical capabilities. Its
down-to-earth explanations about the business of options reflect both the optimism and skepticism of a seasoned
practitioner in the option market who has, for over 20 years, advised and trained professional dealers and users of
options around the world.
Smile Pricing Explained provides a clear and thorough explanation of the concepts of smile modelling that are at the
forefront of modern derivatives pricing. The key models used in practice are covered, together with numerical techniques
and calibration.
In The Medium of Contingency Elie Ayache builds upon his ground-breaking book The Blank Swan, in exploring the
intersection of philosophy and finance, introducing new notions of price and market. Inverting the received view, he now
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sees a creation of matter in both the market and its metaphysics, rather than pure speculation. Once recognized as the
proper medium of contingency and disassociated from the probabilistic and statistical tools traditionally used to model it,
the market can be thought as 'real', in a new sense of reality corresponding to the new sense of matter. To bring this new
and original perspective, The Medium of Contingency builds on probability theory as first formalized by von Mises and
Kolmogorov, and later revisited by Shafer and Vovk. It utilises the author's extensive experience in derivatives pricing
technology and software, as well as his work in the philosophy of contingency and contingent claims, to propose a new
philosophical interpretation of Brownian motion and of the Black-Scholes-Merton formula. Then it completes the
overturning of the traditional view of the market by arguing that there should be no difference, ultimately, between an
underlying asset and the derivative written on it. This book does not aim to change the market but the way we must think
of it. It is the author's conviction that there can be no philosophy of the market, and consequently no thinking of it, without
a philosophy of contingent claims and of derivative pricing. The book provides the missing piece, which the philosophy of
probability cannot provide alone. Its scope, however, extends beyond the strict critique of financial mathematics, as it
also, and perhaps most importantly, delivers the author's definitive treatment of the philosophically prominent and
recently much discussed notion of contingency.
This cutting-edge volume brings together a range of leading academics and market practitioners to help you define,
understand and measure liquidity risk and 'liquidity black holes'.
The Bed of Procrustes is a standalone book in Nassim Nicholas Taleb’s landmark Incerto series, an investigation of
opacity, luck, uncertainty, probability, human error, risk, and decision-making in a world we don’t understand. The other
books in the series are Fooled by Randomness, The Black Swan, Antifragile, and Skin in the Game. By the author of the
modern classic The Black Swan, this collection of aphorisms and meditations expresses his major ideas in ways you
least expect. The Bed of Procrustes takes its title from Greek mythology: the story of a man who made his visitors fit his
bed to perfection by either stretching them or cutting their limbs. It represents Taleb’s view of modern civilization’s
hubristic side effects—modifying humans to satisfy technology, blaming reality for not fitting economic models, inventing
diseases to sell drugs, defining intelligence as what can be tested in a classroom, and convincing people that
employment is not slavery. Playful and irreverent, these aphorisms will surprise you by exposing self-delusions you have
been living with but never recognized. With a rare combination of pointed wit and potent wisdom, Taleb plows through
human illusions, contrasting the classical values of courage, elegance, and erudition against the modern diseases of
nerdiness, philistinism, and phoniness. “Taleb’s crystalline nuggets of thought stand alone like esoteric
poems.”—Financial Times
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What is a safe haven? What role should they play in an investment portfolio? Do we use them only to seek shelter until
the passing of financial storms? Or are they something more? Contrary to everything we know from modern financial
theory, can higher returns actually come as a result of lowering risk? In Safe Haven, hedge fund manager Mark
Spitznagel—one of the top practitioners of safe haven investing and portfolio risk mitigation in the world—answers these
questions and more. Investors who heed the message in this book will never look at risk mitigation the same way again.
Long-established as a definitive resource by Wall Street professionals, The Complete Guide to Option Pricing Formulas
has been revised and updated to reflect the realities of today's options markets. The Second Edition contains a complete
listing of virtually every pricing formula_ all presented in an easy-to-use dictionary format, with expert author commentary
and ready-to-use programming code. The Second Edition of this classic guide now includes more than 60 new option
models and formulas...extensive tables providing an overview of all formulas...new examples and applications...and an
updated CD containing all pricing formulas, with VBA code and ready-to-use Excel spreadsheets. The volume also
features several new chapters covering such things as: option sensitivities, discrete dividend, commodity options, and
two chapters on numerical methods covering trees, finite difference and Monte Carlo Simulation. The new edition of The
Complete Guide to Option Pricing Formulas offers quick access to: Options Pricing Overview Black-Scholes-Merton
Black-Scholes-Merton Greeks Analytical Formulas for American Options Exotic Options Single Asset Exotic Options on
Two Assets Black-Scholes-Merton Adjustments and Alternatives Trees and Finite Difference Methods Monte Carlo
Simulation Options on Stocks that Pay Discrete Dividends Commodity and Energy Options Interest Rate Derivatives
Volatility and Correlation Distributions Some Useful Formulas: Interpolation, Interest Rates, and Risk-Reward Measures
This all-in-one options pricing guide contains a numerical example or a table with values for each option pricing formula.
The book also includes a helpful glossary of notations, as well as an extensive bibliography of related books and articles.
Cut risk and generate profit even after the market drops The Second Leg Down offers practical approaches to profiting
after a market event. Written by a specialist in global macro, volatility and hedging overlay strategies, this book provides
in-depth insight into surviving in a volatile environment. Historical back tests and scenario diagrams illustrate a variety of
strategies for offsetting portfolio risks with after-the-fact options hedging, and the discussion explores how a mixture of
trend following and contrarian futures strategies can be beneficial. Without a rational analysis-based approach, investors
often find themselves having to cut risk and buy protection just as options are at their most over-priced. This book
provides practical strategies, expert analysis and the knowledge base to assist you in recovering your portfolio. Hedging
strategies are often presented as expensive and unnecessary, especially during a bull market. When equity indices and
other unstable assets drop, they find themselves stuck – hedging is now at its most expensive, but it is imperative to
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hedge or face liquidation. This book shows you how to salvage the situation, with strategies backed by expert analysis.
Identify the right hedges during high volatility Generate attractive risk-adjusted returns Learn new strategies for offsetting
risk Know your options for when losses have already occurred Imagine this scenario: you've incurred significant losses,
you're approaching risk limits, you must cut risk immediately, yet slashing positions would damage the portfolio – what do
you do? The Second Leg Down is your emergency hotline, with practical strategies for dire conditions.
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