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This book presents a major innovation in the interest rate space. It explains a financially motivated extension
of the LIBOR Market model which accurately reproduces the prices for plain vanilla hedging instruments
(swaptions and caplets) of all strikes and maturities produced by the SABR model. The authors show how to
accurately recover the whole of the SABR smile surface using their extension of the LIBOR market model.
This is not just a new model, this is a new way of option pricing that takes into account the need to calibrate
as accurately as possible to the plain vanilla reference hedging instruments and the need to obtain prices and
hedges in reasonable time whilst reproducing a realistic future evolution of the smile surface. It removes the
hard choice between accuracy and time because the framework that the authors provide reproduces today's
market prices of plain vanilla options almost exactly and simultaneously gives a reasonable future evolution
for the smile surface. The authors take the SABR model as the starting point for their extension of the LMM
because it is a good model for European options. The problem, however with SABR is that it treats each
European option in isolation and the processes for the various underlyings (forward and swap rates) do not
talk to each other so it isn't obvious how to relate these processes into the dynamics of the whole yield curve.
With this new model, the authors bring the dynamics of the various forward rates and stochastic volatilities
under a single umbrella. To ensure the absence of arbitrage they derive drift adjustments to be applied to
both the forward rates and their volatilities. When this is completed, complex derivatives that depend on the
joint realisation of all relevant forward rates can now be priced. Contents THE THEORETICAL SET-UP
The Libor Market model The SABR Model The LMM-SABR Model IMPLEMENTATION AND
CALIBRATION Calibrating the LMM-SABR model to Market Caplet prices Calibrating the LMM/SABR
model to Market Swaption Prices Calibrating the Correlation Structure EMPIRICAL EVIDENCE The
Empirical problem Estimating the volatility of the forward rates Estimating the correlation structure
Estimating the volatility of the volatility HEDGING Hedging the Volatility Structure Hedging the
Correlation Structure Hedging in conditions of market stress
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From reader reviews:

Robert Young:

Book is written, printed, or outlined for everything. You can learn everything you want by a guide. Book has
a different type. We all know that that book is important factor to bring us around the world. Adjacent to that
you can your reading proficiency was fluently. A reserve The SABR/LIBOR Market Model: Pricing,
Calibration and Hedging for Complex Interest-Rate Derivatives will make you to become smarter. You can
feel considerably more confidence if you can know about every little thing. But some of you think in which
open or reading a book make you bored. It is not necessarily make you fun. Why they are often thought like
that? Have you trying to find best book or acceptable book with you?

Drew Poland:

Your reading sixth sense will not betray an individual, why because this The SABR/LIBOR Market Model:
Pricing, Calibration and Hedging for Complex Interest-Rate Derivatives reserve written by well-known
writer who knows well how to make book which can be understand by anyone who read the book. Written
inside good manner for you, leaking every ideas and producing skill only for eliminate your current hunger
then you still doubt The SABR/LIBOR Market Model: Pricing, Calibration and Hedging for Complex
Interest-Rate Derivatives as good book not simply by the cover but also by content. This is one book that can
break don't ascertain book by its handle, so do you still needing another sixth sense to pick this kind of!? Oh
come on your reading through sixth sense already told you so why you have to listening to an additional
sixth sense.

Selma Lang:

You can obtain this The SABR/LIBOR Market Model: Pricing, Calibration and Hedging for Complex
Interest-Rate Derivatives by check out the bookstore or Mall. Only viewing or reviewing it may to be your
solve challenge if you get difficulties for ones knowledge. Kinds of this guide are various. Not only by
simply written or printed but additionally can you enjoy this book simply by e-book. In the modern era such
as now, you just looking from your mobile phone and searching what your problem. Right now, choose your
ways to get more information about your reserve. It is most important to arrange yourself to make your
knowledge are still update. Let's try to choose proper ways for you.

Jose Garcia:

What is your hobby? Have you heard that will question when you got learners? We believe that that concern
was given by teacher on their students. Many kinds of hobby, Everybody has different hobby. And you also
know that little person including reading or as examining become their hobby. You have to know that
reading is very important and book as to be the issue. Book is important thing to increase you knowledge,
except your current teacher or lecturer. You find good news or update concerning something by book.
Amount types of books that can you take to be your object. One of them is niagra The SABR/LIBOR Market
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