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Advantage gamblers, 233–234
frequentist approach, 234
time periods/confi dence, 241

Advantage gambling, 232–233
Allen, Steve, 164
Analytical risk management, 190 –191
Art of Conjecturing, The (Bernoulli), 227–228
Asian crisis, 29, 80

impact, xxi–xxii
Assets

bank division, 138
bank fi nancing, 8
classes, co-movement, xiv
correlation, absence, 185
dumping, 208
families, VaR (discrimination problems), xviii
past behavior, 18
prices, decline, xix
trading, capital requirements, 166
turbulence, sigma measurement, 19
valuations, increase, 140 –141

Assets-risk factors, volatility, 65– 66
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Back assets, purchase, 144 –145
Bair, Sheila, 147
Balance sheets

Merrill Lynch assets, 11
shrinkage, impact, 203–204
toxic assets load, xl–xli

Bamberger, Gerry, 55

Bank assets
division, 138
Euro Area bank dependence, 200
fi nancing, 8

Bank capital
adequacy, 89–90
danger, 199
insuffi ciency, problem, 203
rules, regulator basis, 194 –195

Bank capital regulation, 44 – 45
impact, 183
reform, 4
risk sensitivity, 191

Bankers Trust, VaR creation, 50 –51
Bank for International Settlements (BIS), 

trading-specifi c capitalization, 12–13
Banking

asset, defi ning, 138–139
disaster, capital requirements, 209–210
leverage, 10
problems, VaR/metrics (impact), 81–82
setbacks, leverage (impact), 210 –211

Banking book, 138
leverage, 186
positions, 140 –141
redesign, 139

Banks
balance sheets

problem assets, saturation, 198
problems, 158
VaR, impact, 152–153

CDO creation, 134
CDO structuring fees, 128–129
deposit safety guarantee, collateral (usage), 135
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Banks (Continued)
funding costs, increase, 206, 210
importance, 90 –91
lending

activity, restrictions, 201
reduction, 207

leverage
defi ning, 7
toxicity, 114

marked-to-market position, 140 –141
money, loss (reasons), 114
on-balance sheet leverage, 165
return on equity (ROE), decrease, 206 –207
riskless income, generation, 128
self-interest, 83
subprime losses, 153–154
super-senior holdings, 131–132, 151
super senior losses, 133–134
supervision, supposition, 146 –147
total credit exposure, calculation, 90 –91
trading book, 137–138
trading positions, accumulation, 3
tranches, holding, 151–152
VaR calculation, xx
VaR exceptions, 100
VaR victimization, 101–102

Barclays, trading decision, 26 –27
Basel Capital Accord (1988), 37

Amendment (1996), 94 –95
Basel capital formula, add-ons, 41– 42
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89–90
market risk addition, 35–36
proposals, 92–95
report (August 2010), 208–210
revisions, addition, 148

Basel I, 24, 46, 213
committee review, 96
dysfunctional risk signals, 185
fl aw, 189
implementation, impact, 92
problems, 185
risk weights, endowment, 91
superiority, 185–186
VaR, absence, 81

Basel II, 45, 240 –243
goals, 98–99
introduction, 96 –99
proposals, impact, 85
Ratings Based Approach, 146
Standardized Approach, 97–98

U.S. adoption, 141–142
VaR, usage, 81, 242

Basel III, 46, 199
analysis, 202
impositions, 201
negative impact, 200 –201

Bayesianism, 229–230
Bayesian sports bettors, 234 –235

intelligence, 241–242
Bear Stearns

balance sheet, 11
collapse, 190, 193

Benardete, Steve, xxix, xxxiii
Berman, Gregg, 174 –176

models, usefulness (skepticism), 178
Bernoulli, Jakob, 227–228
Blackbird, launch (problem), 57
Black Swan, The (Taleb), xi
Book capital, trading, 43
Bookstaber, Richard, 172–174
Borrowed funds, usage, 7
Breaks, tests, 238
Broker-dealers (regulatory policing agreement), 

VaR (impact), 108
Brown, Aaron, 50, 191–193, 225

capital strategy, 193

Capital
Basel I defi nition, 94
calculation, methodologies, 139
charges, xxxviii–xxxix

assignation, 24
determination, 170 –171
VaR, impact, 170

commitment, xxxii
deductions, 105–106
deposit, fi nancing, xxxii
markets, collapse, 176
ratio, increase, 210
regulation, impact, 195–196
role, defi ning, 194
structure, insolvency, 9–10

Capital Accord, Amendment (1996), 94 –95
Capitalism, failure, 2
Capitalization, levels, 209–210
Capital requirement, xxxv, 207

change, 84 –85
increase, 195
regulatory limits, 105
size, impact, xvii–xviii

Capital-to-assets ratio, retention, 203–204
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Carnap, Rudolph, 228
Carry trade, profi tability, 130 –131
Cash RBMS, usage, 117–118
Citigroup

one-day VaR level, 30 –31
VaR measurement, 15
VaR-total assets ratio, 15

Colander, David, 177–178
Collateral, usage, 135
Collateralized debt obligations (CDOs)

arrival, 135
bank creation, 137
business, increase (reasons), 117–118
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(bank cessation), 144
illiquidity/unsalability, 146 –147
impact, 6
low-loss forecasts, 155
mark-to-market losses, 154 –155
placement, VaR (impact), 149
reference, cash RBMS (usage), 117–118
risk, distribution, 150 –151
SEC ruling, impact, xxxi–xxxii
structuring, conduits, 121–122
super-senior classes, bank holdings, 131–132
toxicity level, 121
warehousing exposures, 149

Complementary analysis, 198
Consolidated Supervised Entity (CSE) program

failure, 109–110
SEC adoption, 109

Consolidated supervisor, EU demand, 108
Corporate bonds

charge, xxxviii–xxxix
fl uctuation, 79

Country government bonds-loans, leverage 
(impact), 186 –187

Covariance, 17–18
matrix, usage, 73
VaR, collection, 60

Credit crisis (2007)
analysis, 1–2, 138
materialization, 39
occurrence, reasons, 113
regulatory crisis, perspective, 167
VaR, impact, 170

Credit ratings, cessation (impact), 198–199
Credit-related assets, trading book placement, 

143–144
Credit risk, broker-dealer deduction, 

xxxvii–xxxviii

Credit risk-related bank capital requirements, 
measurement system, 90 –91

Credit Suisse
leverage, 107–108
VaR exceptions, 31

Daily price movements, consideration, 241
Danielsson, Jon, 82–86

VaR problems, 84 –85
Data-based risk models, problems, 84
Debt-related assets, 200 –201
de Condorcet, Marquis, 228
de Finetti, Bruno, 229–230
Deregulation, crisis, 167
Derivatives Strategy, Taleb interview, 73–76
Deutsche Bank

trading decisions, 26 –27
VaR violations, 31–32

Disequilibrium, exploitation, 235–236
Distributions

frequentist type, 232
statistician approach, 232

Domingo, Gustavo, 54 –55
Dynamic capital

replenishment, impact, 193–194
strategy (Brown), 193

Dynamic Hedging (Taleb), 72–73

Econometric models, considerations, 22–23
Economic growth, corporate bond 

fl uctuation, 79
Eindhoven, Michael, 58
Einhorn, David, 190 –191, 193
Elliott, Douglas, 202–203
Enhanced bank capital requirements, impact 

(academic evidence), 205–206
Equity capital

cost, 204
enhanced fi nancing costs, comparison, 205
increase, 211
requirements, enhancement, 204 –205

Equity exposures (interest rate charge 
calculation), VaR technology 
(usage), 95

Equity fi nancing, cost (Stanford University 
analysis), 205–206

Equity investment, riskiness, 204
Equity risk specifi c capital charge, 93
Euro Area, G3 bank dependence, 200
Exoteric securities, marked-to-market 

value, 142
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Fermat, Pierre, 226 –227
Finance

path complexity, 218
reengineering, 235

Financial activity, complexity, 215
Financial assets

charges, SEC knowledge, xxxi
risk, xiii

Financial crisis, threat, 236
Financial engineers, 239–240
Financial estimations, basis, 22–23
Financial intermediation, cost (increase), 210
Financial meltdown, VaR (impact), 123–124
Financial risk

analysis, execution, 44 – 45
attitudes, 199
implication, 184
management, 44 – 45, 219

reform, 4
measurement, precision (problem), xv–xvi
study/quantifi cation, 215

Financial Services Authority (UK), 42– 43
Foreign Exchange/Cash Collateral Trading (FX/

CCT), 116
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advantage gamblers, 234
distributions, 232
statistician, 229

FTSE Global Government Bond Indices, 
indication, 188–189

Funding costs
impact, 205
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Garbade, Kenneth, 50, 220
Gates, Bill, 52
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Global bank capital requirements, impact, 91–92
Global fi nancial regulatory system, defi ciencies, 85
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capital charges computation, 38
equity base, 12
one-day VaR level, 30 –31
trading decisions, 26 –27
VaR-total assets ratio, 15

Goldschmid, Harvey, 109
Great Depression (1929), 113, 176
Group of Thirty (G30), lobbying, 36
Guldimann, Till, 51, 55, 58– 60, 220

JPMorgan departure, 61– 62

Haircut, penalty, 105–106
Hancock, Peter, 56

Harper, Christine, 163
Hedged positions, 120 –121
Hedge fund trading, 218–219
Historical Simulation, 17–18

function, explanation, 66 – 68
method, usage, 21–22
usage, 66

Iceland, problems, 82–83
Illiquid complex assets, leverage ratios, 13
Incremental Risk Charge (IRC), 42

add-ons, 111
intention, 148

In-house risk management, VaR usage, 
175–176

Institute for International Finance (IIF), Basel III 
study, 199–201

Basel Committee, disagreement, 
201–202

Interest rate exposures, 93
risk charges (calculation), VaR technology 

(usage), 95
Interest rate risk, example, 22–23
Internal Models Approach, usage, 98
International Association of Financial Engineers 

(IAFA), 224
Intraday price movements, consideration, 241
Intuitional risk management, 190 –191

Jacobson, Ken, 161–162, 168–169
Jorion, Philippe, 74 –75
JP Morgan

derivatives business, risk number, 58
May, impact, 52–53
one-day VaR level, 30 –31
trading decisions, 26 –27
VaR-total assets ratio, 15
Weatherstone/Guldimann departure, 

61– 62
JP Morgan VaR

approach, xxiii–xxiv, xxv
creation, 51
RiskMetrics VaR, contrast, 60
stress testing, 56 –57

Junior tranches, sale, 132

Keynes, John Maynard, 71–72, 228
Kolchinsky, Eric, 130 –131

Lehman Brothers
assets support, 11
average daily VaR, 30 –31
VaR, amount, 14
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Lemmas, 218–219
Leverage

creation, VaR (impact), xxvi–xxvii
defi ning, 7
excess, 6, 208
impact, xl
implication, 189
quantity, 190
ratio, 13

prudence, 9
regulatory limits, 105
toxicity, 187
VaR impact, 114 –115
VaR invention, 10

Liquidity
disappearance, 29, 103
puts, 128
VaR, impact, 80

Long-term borrowings, 7
Long Term Capital Management (LTCM)

disaster, xxi–xxii, 29, 82, 99–101
liquidation, 104
VaR-calculated capital charges, 

insuffi ciency, 104
Long-term frequency, mathematical statement, 

227–228

Market crises, data-based risk models 
(problems), 84

Market-related capital charges, decisions, 
108–109

Market risk
Basel proposal, 36
broker-dealer deductions, xxxvii–xxxviii
capital levy, Basel I amendment (impact), 138
capital requirements, impact, 148
components, calculation (standardized 

method), 92–93
growth, 221
management, VaR (impact), 183
measure, VaR role (prominence), 3
regulatory treatment, 95
transparency, increase, 59– 60

Market Risk Amendment (Basel Capital 
Accord), 37

Market risk-based measures, impact, 81
Market risk capital

change, 166
charges, 12, 149

reduction, 37–38
deductions, calculation, 106 –107
rules, 3 – 4

Market risk estimation, VaR problems, xiii

Market signals, implication, 185–186
Market volatility, absence, 74
Markowitz, Harry, 65– 66
Mark-to-market accounting, benefi ts, 140 –141
Martin, Gorge, 218–219
Mathematical models

market signals, impact, 184
usage, inquiry, 178

Matrices, usage, 64 – 65
May, Raymond, 51–58, 221–222

Ray May spreadsheet, 54 –55
Ray May VaR, 55–56
RiskMetrics understanding, 68
VaR creation, 53–55
Wall Street competitor, 57–58

Merrill Lynch
balance sheet, 11
market risk treatment, credit risk treatment 

conversion, 146
meltdown, 32–33
net super senior retention exposure, 127–128
portfolio, toxicity, 128
regulatory VaR level, 149–150
subprime losses, 154
VaR, amount, 14

losses, projection, 30 –31
Metrics-based approaches, cessation (impact), 

198–199
Mezzanine CDOs, purchases, 116 –117
Mezzanine tranches, impact, 119
Models-based credit ratings, impact, 97
Models-based regulations, impact, 

194 –195
Modern Portfolio Theory, usage, 65– 66
Monte Carlo Simulation, usage, 67– 68
Morgan Stanley

equity capital, 12
net super senior exposure, 128
trading decisions, 26 –27

Mortgage crisis, accuracy (problem), 
xxiv–xxv

Municipal bonds, percent weight problems, 91

Nader, Ralph, 225
Net capital

dollar amount, 105
SEC limit, 106

Net Capital Rule (SEC), xxxiv–xxxv, 
105, 213

amendment, xxxvii
Net super senior exposures, 149
Normality, usage, 19–20
Northern Rock, debacle, 82
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Off-balance sheet conduits, back asset sale, 
144 –145

Organization for Economic Cooperation and 
Development (OECD), 187

debt, global bank accumulation, 187–188
Originate-and-distribute model, 136
Outliers, 52–53

exclusion, 232

Pascal, Blaise, 226 –227
Persaud, Avinash, 77–81, 84

impact, 80 –81
Poisson, Siméon, 228
Poker Face of Wall Street (Brown), 225
Portfolios

assets
examples, 63– 65
negative correlation, xiv

relative riskiness, xxxiv–xxxv
uncorrelated assets, risk-reducing 

diversifi cation benefi ts, 185
Price movements, shift, 237
Probability

distributions, 54 –55
considerations, 22–23
rocket scientist approach, 231–234

estimation, noise (presence), 231
example, 229–230
theory, 228–229

inadequacy, 231–232
Profi t and loss (P&L), focus/computation, 237–238

Quantitative Risk Control (Investment Banking 
Division), 122–123

Quantitative risk models, 214
QuAnts

impact, 40 – 41
repentance, 43

Quants
risk-taking backgrounds, absence, 239–240
sports bettors, probability perspective, 

232–233

Ray May spreadsheet, 55
Ray May VaR, 56
Real VaRs, problems, 240
Rebonato, Ricardo, 143
Red-Blooded Risk (Brown), 225
Regulatory arbitrage, 140
Regulatory capital

measure, calculation, 23–24
requirements, bank demand, 10 –11

Regulatory cushion, impact, xxxi–xxxii
Regulatory metrics, malfunction, 197
Re-securitizations, impact, 42
Residential Alt-A mortgage RBMSs/CDO 

positions, 153–154
Residential mortgage-backed securities (RBMSs)

demand, 137
placement, VaR (impact), 149
transfer, 116 –117

tranches, bank engineering, 132
VaR power, problems, 145–146

Return on assets (ROA), 207
Return on equity (ROE), decrease, 206 –207
Rickards, James, 176 –177
Risk

aggregation, 237
assessment, xxxvi
benchmark, 39
buckets, impact, 189–190
calculation/management, VaR in-house 

method, xvii–xviii
calibration, 195
capital, trading, 12–13
charges (calculation), VaR technology (usage), 95
concentration, feasibility, 30
control, 220 –221

VaR, usage, 103
defi nition, problem, 193, 237
estimates, 17–18
estimation, VaR role, 104
exploration, 236 –238
guidance, problem, 57
measurement

alternative, 184
perspective, 171–172

models, usage, 217
rules, simplicity, 213–214
simplicity, 214 –215
VaR control, assumption, xx–xxi
VaR measurement, xiv–xv
VaR overestimation, xvi
VaR underestimation, xvi, 4

Risk-based metrics, bank adoption, 216
Risk-free assets, principal (investment), 

129–130
Riskless income, generation, 128
Risk management, 164 –165

fault, 172
goal, 46
practices, 21

usage, xxii
types, 190 –191
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RiskMetrics
popularity, 61
system, 36
understanding, 68
VaR, JPMorgan VaR (contrast), 60
VaR methodology, publication, 59– 60

Riskmetrics, xxiii
Risk-taking, debt fi nancing, xix–xx
Risk-weighted assets

charges, 107–108
concept (Basel I introduction), 90, 204
modifi cation, 200 –201

Risky investments, equity holder incentive, 208
Royal Bank of Scotland, debacle, 82
Russia, meltdown/crisis, 82, 99–100, 102

Securities
risks/returns, 182–183
toxicity, accumulation, 198

Securities and Exchange Commission (SEC)
Net Capital Rule, xxxiv–xxxv, 105

Commission amendment, xxxvii
policy (2004), impact, xxx

Securities Industry Association (SIA), lobbying, 
141–142

Securitized mortgage exposures, 
placement, 143

Short-term borrowings, 7
Short-term market movements (estimation), VaR 

methodologies (usage), 175
Sigma (standard deviation), 19

two-tailed statistical confi dence interval, 
example, 63

VaR, occurrence, 64
Societe Generale, trading book 

leverage, 166
Specifi c risk, 93
Standard deviation (sigma), 19
Standardized Approach, 97–98
Standardized method, 92–93, 139
Standard model, 36
Statistical arbitrage, 55
Statisticians, types, 229–231
Stimmler, Mary Kay, 216 –218
Stock market crash (1987), 226
Stressed VaR add-ons, 111, 148
Studer, Nick, 145
Subcommittee on Investigation and Oversight, 

U.S. House Committee on Science and 
Technology, 161–171, 177

Subordinated tranches, investor purchase, 
132–133

Subprime CDOs
assessments, 215
bank usage, 13

balance sheet location, 136 –137
crisis, 6
risk, understanding, xix
SEC ruling, impact, xxxi–xxxii
speculation, xxxii–xxxiii
super senior component, retention, 119
trading book placement, bank incentive, 142
tranches, amount, 15–16
UBS involvement, 116 –117
VaR power, problems, 145–146
warehousing, problems, 117–119

Subprime crisis
accuracy, problem, xxiv–xxv
VaR crisis, impact, 38–39

Subprime loans, losses, 188–189
Subprime market, problems, 1–2
Subprime mortgages

impact, 6
warehousing, 154

Subprime RMBSs, trading book placement 
(bank incentive), 142

Super senior categories, 120 –121
Super senior CDOs, consideration, 158
Super senior holdings

bank holdings, 131–132
existence, reasons, 128–129

Super senior tranches
bank holding, JP Morgan estimate, 

126 –127
impact, 118–120
retention, problems, 121–122
unattractiveness, 132

Swaps
BackOffi ce System, JP Morgan 

construction, 53
risk, calculation, 53

Swiss Federal Banking Commission (SFBC)
atonement, 163
investigation, 125–126

Synthetic CDO, super senior investor payments, 
129–130

Tail events, xiv–xv
Taleb, Nassim, 72–74, 83, 86, 171–175

Derivatives Strategy interview, 73–76
impact, 177–178
interview, 223
VaR explanation/understanding, xi–xii, xxi

Tartaglia, Nunzio, 55
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Tett, Gillian, 134, 151, 158
Theoretical models, usage, 211
Tier 1 capital, 94
Tier 2 capital, 94
Tier 3 capital, 94

introduction, 37
Toxic assets

acquisition, 57
balance sheet appearance, xl–xli
SEC treatment, xxxi–xxxii

Toxic leverage, 16, 47, 187
guarantee, 195
problems, 193–194
risk mechanism delivery, 47

Toxic risks, VaR underestimation, xix
Toxic securities, accumulation, 198
Traders, risk-lite approach, xvi
Trading

affordability/leverage, costliness (VaR 
calculation), xxxvi

asset, defi ning, 138–139
bets, fi nancing, 16
desks/business, usage, 237
opportunities, 235
portfolio, leverage, 22

Trading book, 138
asset placement, easement, 141
bank abuse, 148–149
bank usage, 139–140
capital result, assumption, 139–140
CDO/RMBS placement, 167
credit-related assets, placement, 143–144
exposures, capital support, 152
impact, 143
leverage, 186
presence, 148–149
securitized mortgage exposures, placement, 143
treatment, bank preference, 141
usage, 146 –149
VaR, impact, 141

Trading-related capital requirements, 13
Trading-related leverage, 166 –167
Tranches, enhancement, 132–133
Trigger algorithms, adoption, 239
Turner Report (2009), 42– 43
Turner Review (UK Financial Services 

Authority), 165

UBS
assets, 11, 122
carry trade, profi tability, 130 –131

CDO purchase, 116 –117
CDO toxicity level, 121
complacency, 124
confi dence level, 31
credit crisis, 115–116
Foreign Exchange/Cash Collateral Trading 

(FX/CCT), 116
internal funding, problems, 130
leverage, 107–108
market risk treatment, credit risk treatment 

conversion, 146
off-balance sheet activities, 121–122
on-balance sheet CDO positions, trading book 

treatment, 122
risk management, robustness (assumption), 126
structuring fees, 131
subprime losses, 115–116
subprime positions, fi ltration, 123
subprime risk, Group Senior Management 

comprehension, 136
super seniority, selection, 129–130
super senior positions, positive carry, 130
super senior tranches

accumulation, 123
net positive carry, 119–120

super-senior tranches, addition, 151
super senior trouble, 125
Swiss Federal Banking Commission 

investigation, 125–127
total equity capital, amount, 121
VaR measurement, 14
warehousing exposure, 116 –117

United States, housing bubble (collapse), 
115–116

U.S. House Committee on Science and 
Technology, Subcommittee on 
Investigation and Oversight, 161–171, 177

U.S. mortgage market, disruptions, xix

Value at Risk (VaR)
academics, impact, 177–178
add-ons, 148
adoption, 108–109, 224

phase-in period, absence, 106 –107
appearance, 182
ascension, reasons, 78–79
assumptions, violation, 173
bank calculation, xx
banker usage, 180
bank limits, problems, 77–78
Benardete perspective, xxxv
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benefi ts, 220
calculations

example, 23
methodology, 34

capital calculation methodology, 139
cessation, impact, 198–199
comparison, Brown perspective, 192
comprehensive approach, xxxiv–xxxv
computation

cost, 242
diffi culty, 238–239

constructs, adoption/promotion, 218
contrarians, 72
counterrevolution, 196 –197
coverage, 191–192
credibility, 76
credit ratings reliance, 172
crisis, xxiv, 224 –225

impact, 155–156
criticisms, 162–163
danger, 168–169

Danielsson perspective, 84
presence, 19

decline, 239–240
defi ciencies, 42– 43
destruction capacity, 40 – 41
due diligence, 125
exceptions, bank registration, 100
exposure/fragility, xx
failure, 162–163
guidelines, reliance, 74
historical data, 17
historical evidence, statistical dissection, 

124 –125
impact, xx, xxvi, 26

problems, xii–xiii, 80
reduction, 197

imposition, regulatory measure, 82–83
indictment, 158–159
internal competition, 55–56
international regulators usage, 35
invention, reason, 26
knowledge, absence, xviii
limit

breach, 29
imposition, 79

liquidations, impact, 78
logic, 221
Lord Turner perspective, 165–166
low level, xv
malfunction, 168–169, 197

market risk measurement tool, acceptance, xvii
mathematical engineering, xiv
May creation, 53–54
measure, problems, xiii–xiv
Merrill Lynch statement, 33
methodology

design, 175
publication, 59– 60

models
impact, 176 –177
regulatory adoption, xxxiii

normal markets, 243
No-VaR, improvement, 43– 44
performance, problem, 32, 162
personal advantages, xl
popularity, 105

reasons, 68– 69, 157, 217–218
power, 168

endowment, problems, 145–146
height, 156

predictability, 77
predictions, 87

failure, xxvi–xxvii
inaccuracies, xvi

presence, impact, 28–29
probabilistic foundations, 19
problems, 240
promotion, 44
QuAnt usage, 42– 43
relevance, xvi–xvii
reliance, 165
rigor, xxxv–xxxvi
risk management

device, 28
usage, 75

risk measure, usage, 240
risk metric, 216
RiskMetrics, impact, 174 –175
role, 3, 169
SEC policy, interaction, xxiii, 105–107
side effect, 25
solutions, 225
spreadsheet, development, 56
standard model, 36
Taleb explanation, xi–xii
Taleb understanding, xxi
term, appearance, 36
tests, types, 238–239
toxic leverage, 45
trading desk limit breaches, 102
trading-related leverage, 166 –167
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Value at Risk (VaR) (Continued)
value, Bookstaber perspective, 173
VaR neutral, 122
VaR-total assets ratios, 15
VaR-type models, creation, 50
violations, 102–103
Wall Street lobby, xxxviii–xxxix
Wall Street perspective, xxxiii–xxxiv
zero VaR, 122–123

Value at Risk (VaR) risk
absence, assumption, 164
blindness, 45– 46
estimator role, 104

Variance-Covariance method
dominance, 66
explanation, 62– 65

power, 67– 68
usage, 54 –55, 62

Volatility estimates, unreliability, 
110 –111

Wall Street, rules (application), xxxi
Weatherstone, Dennis, 51, 58– 60, 

221–222
JPMorgan departure, 61– 62

Wellink, Nout, 152
Whalen, Christopher, 178–179
Wilmott, Paul, 163
World of Chance, A (Brown), 226

Zero VaR, 122–123
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