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Tepper, David, 81
Term life insurance, 46, 686
Term structure of interest rates, 175, 686
Theta, 164-165, 604, 607, 686, 692
Threshold, 389, 686
Tier 1 equity capital, 330, 349, 357-360, 364, 686
Tier 2 capital, 30, 349, 357-358, 686
Tier 3 capital, 349, 357, 686
Time decay, 164-1635, 686
Time horizon, 263-265, 270, 277, 445
TLAC. See Total loss-absorbing capacity
“Too big to fail,” 326, 364-365, 396
Total expense ratio, 74, 686
Total loss-absorbing capacity (TLAC), 364
Tourre, Fabrice, 571
Tracking error, 73, 686



Pl TIX/XYZL
JWBT1453-IND

PZ: AbC

JWBT1453-Hull February 2, 2015

Index

20:46 Printer: Courier Westford

713

Trading:
liquidity risk, 499-506
unwinding position optimally, 505-506, 522
Trading book, 39, 132, 333, 355-356, 686
vs. banking book, 376-377
credit-sensitive instruments in, 454-457
Fundamental Review of the Trading Book,
373-379, 457, 527
liquidating positions, 509
Trading rooms, 580-582
Trading rules, 87-88
Trading volume per day, 506
Tranche spread, 625
Transaction costs, 160, 686
Translation invariance, 260
Transparency, 133, 347, 368, 501-502, 584-585
Treadway Commission, 563
Treasury bonds, 509, 686
Treasury rates, 178, 180, 597
Treasury zero rates, 597-598
Triangular distributions, 239, 240
Troubled Asset Relief Program (TARP), 279, 370
Trust services, 38
Tversky, A., 572
Type L errors, 401
Type Il errors, 401

UBS, 1, 131, 368, 577, 578, 579
Unconditional default probability, 402, 686
Unconditional distributions, 238-239
Unexpected losses, 546
Unilever, 551
United Kingdom, 370, 472
health care in, 57
legislation in, 368
United States, 472
bank regulation in, 366-3%%
banks in, 26-28
credit crisis of 2007 in, 12i-136
health care in, 57-58
housing market, 121-124, 135, 181, 465-466
insurance regulations in, 62-63
mortgage market, 40-41
Unit-linked endowment, 48—49
Unit trusts, 71, 686. See also Mutual funds
Universal life insurance, 48, 686
Unknown risks, 586, 587
Unknowable risks, 586-587
Unsystematic risk, 13, 686
Uptick rule, 96
USD/GBP exchange rate, 98
U.S. dollar, 113, 178
Use test, 349

Valuation, 137, 147
credit default swaps, 621-623
forward contracts, 599-600

futures contracts, 599-600
options, 603-607
risk-neutral, 139-143, 147-148, 416-418
swaps, 601-602
synthetic CDOs, 625-627
Value at risk (VAR), 255-259, 334-335,
340-341, 564, 687
accuracy of, 282-283
aggregating, 270
back-testing, 270-273
calculation of, 257-258, 273, 292, 354-355,
373-374, 463-464, 474-475, 483
choice of parameters for, 263-268
coherent risk measures and, 260-263
component, 268-269, 274
conditional, 259-260
credit, 445-459
definition of, 255-257
drawback of, 258-259
historical perspective cn, 256
historical simulatior’ tcy, 277-289, 318-319,
335
incremental, 263-269, 274
liquidity-acjusted, 504
margina! 268-269, 274
madel-building approach to, 299-322
strenied, 282, 354-355
Vaiszard 500 Index Fund, 73
VaR. See Value at risk
Variable annuities, 49, 687
Variable life insurance, 48, 687
Variable-universal life insurance, 48
Variance-covariance approach, 299. See also
Model-building approach
Variance-covariance matrix, 194, 235-236, 250,
304, 305-306, 687
Variance rate, 202, 209, 222-223, 226, 687
Variance targeting, 220
Variation margin, 384, 390, 687
Vasicek’s model, 244-249, 448-449, 457-458,
687
Vega, 162-164, 168, 169, 172, 196, 604, 687,
692
Vega hedging, 537
Vickers, John, 368
VIX index, 204-205, 687
Volatility, 138139, 146, 147, 162-164, 201-229,
299, 687
causes of, 203
daily percentage changes, 205-206, 225-226
definition of, 201-204
EWMA model, 212-214, 216, 226
forecasting future, 222-225
GARCH(1,1) model, 214-216, 217-225, 226
impact of changes in, 225
implied, 204-205, 531, 540
of market variables, 285-288
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Volatility (Continued)

maximum likelihood methods, 216-222,

226

monitoring daily, 209-212

power law, 207-209, 226

term structure, 224-225

variance rate and, 202, 226
Volatility skew, 532, 687
Volatility smiles, 532-533, 534-535, 687
Volatility surfaces, 533-534, 687
Volcker rule, 28, 93, 367, 369

Waterfall, 124-126, 687

WCDR. See Worst case default rate
Weather derivatives, 108-109, 687
Weatherstone, Dennis, 256

Weighted Monte Carlo simulation, 538
Weighting schemes, 211-212

Wells Fargo, 479

West Texas Intermediate (WTTI) crude oil, 110
White, A., 147, 285

Whitelaw, R., 284

Whole life insurance, 46-48, 687
Wholesale banking, 25, 687

Wholesale deposits, 509-510

Winkler, R., 465

Wishful thinking, 572

Within-model hedging, 536-537, 542, 687

With-profits endowment life insurance, 48

Workplace safety, 479, 483-484

Worst-case default rate (WCDR), 341-343,
344-345, 448

‘Worst-case scenarios, 574, 575

Writing an option, 106, 687

Wrong-way risk, 435-436, 552, 687

Yield curve, 175, 179, 182, 187, 188, 687
nonparallel shifts, 189-191
rotation of, 191

Yield curve play, 596

Young, Peter, 551

Zero-coupon bonds, 182, 187, 310, 528,
597-598, 687

Zero-coupon interest rates, 595-596, 687

Zero-coupon yield curve; 185, 189, 190, 191,
197, 687

Zero curve, 595-558

Zero rates, 595:-52€, 597-598

Zhu, Y., 317,325

Zimmerm:n, ., 123

Z-score, 400-401, 687



