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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, jump-diffusion 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
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From reader reviews:

Asia Haynes:

Do you among people who can't read gratifying if the sentence chained from the straightway, hold on guys
this kind of aren't like that. This Volatility and Correlation: The Perfect Hedger and the Fox book is readable
by means of you who hate those perfect word style. You will find the information here are arrange for
enjoyable reading experience without leaving even decrease the knowledge that want to deliver to you. The
writer regarding Volatility and Correlation: The Perfect Hedger and the Fox content conveys the idea easily
to understand by most people. The printed and e-book are not different in the content but it just different by
means of it. So , do you still thinking Volatility and Correlation: The Perfect Hedger and the Fox is not
loveable to be your top list reading book?

John McGinnis:

Spent a free a chance to be fun activity to perform! A lot of people spent their spare time with their family, or
their own friends. Usually they carrying out activity like watching television, planning to beach, or picnic
from the park. They actually doing same thing every week. Do you feel it? Do you want to something
different to fill your free time/ holiday? Might be reading a book might be option to fill your totally free
time/ holiday. The first thing that you'll ask may be what kinds of reserve that you should read. If you want
to test look for book, may be the e-book untitled Volatility and Correlation: The Perfect Hedger and the Fox
can be excellent book to read. May be it is usually best activity to you.

Virginia Hughes:

Does one one of the book lovers? If yes, do you ever feeling doubt if you find yourself in the book store?
Aim to pick one book that you just dont know the inside because don't ascertain book by its deal with may
doesn't work here is difficult job because you are scared that the inside maybe not because fantastic as in the
outside appearance likes. Maybe you answer can be Volatility and Correlation: The Perfect Hedger and the
Fox why because the excellent cover that make you consider in regards to the content will not disappoint you
actually. The inside or content is actually fantastic as the outside or maybe cover. Your reading sixth sense
will directly make suggestions to pick up this book.

Miranda Durkee:

Many people spending their time frame by playing outside with friends, fun activity together with family or
just watching TV the entire day. You can have new activity to spend your whole day by reading a book. Ugh,
think reading a book can actually hard because you have to accept the book everywhere? It okay you can
have the e-book, delivering everywhere you want in your Touch screen phone. Like Volatility and
Correlation: The Perfect Hedger and the Fox which is finding the e-book version. So , why not try out this
book? Let's observe.
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