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underlying assets, mathematical preliminaries

13–40
uniform grid generation schemes 173–6
up-and-in barrier options 181–2

up-and-in digitals 178–9
up-and-out barrier options 177, 180–2
upside risk 5
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vega hedging 113–17
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see also volatilities
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214–24, 255–64
see also implied. . . ; local. . . ; stochastic. . .

volatility smiles 38, 41, 47–9, 53–75, 77–8,
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see also deltas; implied volatilities; skewness
extrapolation methods 67–8
interpolation methods 59–75
market strangles 55–8
polynomial-in-delta interpolation model

59–60, 68–9
SABR interpolation model 57, 60–1, 68–9, 70,

90–1
volatility surfaces 41, 49–50, 62, 63–75, 77–8,

86, 90–3, 111
construction methods 50, 62, 63–75
holidays and weekends 70–5
intraday effects 73–5
temporal interpolation 67–75

volatility swaps 214–24
volatility of volatility 60–1, 90–1, 104–5
Von Neumann stability 159–63, 171
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Wang approach 100–1
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weighted interpolations, integrated variance 73,
75

Wilmott, P. 167, 176, 179, 205–14
worst-ofs 233–9

yield curves 105, 255–9, 264

ZAR 2–3, 4
zero-coupon bonds 245–51, 257–8
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