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Dynamic Hedging is the definitive source on derivatives risk. It provides a real-world methodology for
managing portfolios containing any nonlinear security. It presents risks from the vantage point of the option
market maker and arbitrage operator. The only book about derivatives risk written by an experienced trader
with theoretical training, it remolds option theory to fit the practitioner's environment. As a larger share of
market exposure cannot be properly captured by mathematical models, noted option arbitrageur Nassim
Taleb uniquely covers both on-model and off-model derivatives risks.

The author discusses, in plain English, vital issues, including:

The generalized option, which encompasses all instruments with convex payoff, including a trader's●

potential bonus.
The techniques for trading exotic options, including binary, barrier, multiasset, and Asian options, as well●

as methods to take into account the wrinkles of actual, non-bellshaped distributions.
Market dynamics viewed from the practitioner's vantage point, including liquidity holes, portfolio●

insurance, squeezes, fat tails, volatility surface, GARCH, curve evolution, static option replication,
correlation instability, Pareto-Levy, regime shifts, autocorrelation of price changes, and the severe flaws in
the value at risk method.
New tools to detect risks, such as higher moment analysis, topography exposure, and nonparametric●

techniques.
The path dependence of all options hedged dynamically.●

Dynamic Hedging is replete with helpful tools, market anecdotes, at-a-glance risk management rules
distilling years of market lore, and important definitions. The book contains modules in which the
fundamental mathematics of derivatives, such as the Brownian motion, Ito's lemma, the numeraire paradox,
the Girsanov change of measure, and the Feynman-Kac solution are presented in intuitive practitioner's
language.

Dynamic Hedging is an indispensable and definitive reference for market makers, academics, finance
students, risk managers, and regulators.

The definitive book on options trading and risk management

"If pricing is a science and hedging is an art, Taleb is a virtuoso." -Bruno Dupire, Head of Swaps and
Options Research, Paribas Capital Markets

"This is not merely the best book on how options trade, it is the only book." -Stan Jonas, Managing Director,
FIMAT-Society GARCH

 "Dynamic Hedging bridges the gap between what the best traders know and what the best scholars can
prove." -William Margrabe, President, The William Margrabe Group, Inc.

"The most comprehensive, insightful, intuitive work on the subject. It is instrumental for both beginning and
experienced traders."-

"A tour de force. That rare find, a book of great practical and theoretical value. Taleb successfully bridges



the gap between the academic and the real world. Interesting, provocative, well written. Each chapter worth a
fortune to any current or prospective derivatives trader."-Victor Niederhoffer, Chairman, Niederhoffer
Investments
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From reader reviews:

Mary Barker:

Throughout other case, little individuals like to read book Dynamic Hedging: Managing Vanilla and Exotic
Options. You can choose the best book if you appreciate reading a book. Providing we know about how is
important some sort of book Dynamic Hedging: Managing Vanilla and Exotic Options. You can add
knowledge and of course you can around the world by a book. Absolutely right, because from book you can
understand everything! From your country right up until foreign or abroad you will be known. About simple
thing until wonderful thing you are able to know that. In this era, you can open a book or searching by
internet gadget. It is called e-book. You should use it when you feel bored to go to the library. Let's study.

Delores Breedlove:

Hey guys, do you really wants to finds a new book to learn? May be the book with the headline Dynamic
Hedging: Managing Vanilla and Exotic Options suitable to you? Typically the book was written by well
known writer in this era. The actual book untitled Dynamic Hedging: Managing Vanilla and Exotic
Optionsis the main one of several books in which everyone read now. This specific book was inspired many
people in the world. When you read this publication you will enter the new dimension that you ever know
previous to. The author explained their strategy in the simple way, and so all of people can easily to know
the core of this reserve. This book will give you a great deal of information about this world now. So you can
see the represented of the world on this book.

Betty Terry:

A lot of people always spent their particular free time to vacation or maybe go to the outside with them
family members or their friend. Did you know? Many a lot of people spent these people free time just
watching TV, or even playing video games all day long. If you want to try to find a new activity that's look
different you can read a new book. It is really fun for you personally. If you enjoy the book that you read you
can spent the entire day to reading a guide. The book Dynamic Hedging: Managing Vanilla and Exotic
Options it is very good to read. There are a lot of folks that recommended this book. These people were
enjoying reading this book. In the event you did not have enough space bringing this book you can buy
typically the e-book. You can m0ore very easily to read this book from a smart phone. The price is not very
costly but this book possesses high quality.

Darlene Kidd:

As we know that book is important thing to add our understanding for everything. By a publication we can
know everything we would like. A book is a list of written, printed, illustrated or even blank sheet. Every
year seemed to be exactly added. This reserve Dynamic Hedging: Managing Vanilla and Exotic Options was
filled in relation to science. Spend your spare time to add your knowledge about your science competence.
Some people has different feel when they reading a new book. If you know how big benefit of a book, you



can experience enjoy to read a e-book. In the modern era like at this point, many ways to get book that you
wanted.
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