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SLRI 288-91
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Minsky, Hyman 193
Minsky moments 97, 114, 146, 151
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Modern Portfolio Theo:y (MPT) 32, 35, 48
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MSCI Australia Index 233-5
MSCI Emerging Markets Index 43-7

Nasdaq Composite Index 257-8
national central banks (NCBs) 2024
negative externalities 329-30
neighborhood costs 329
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paradoxes 318, 323

patience of investors 318-20

patterns of trading 64-5

PBOC see People’s Bank of China

pension funds 179-80

People’s Bank of China (PBOC) 240,
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percolation logic 91

personal qualities under adversity 157

Pettis, Michael 231
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project evaluation 186-7
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regression see linear regression; stress
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regulatory initiatives 27-8
Reinhart, Carmen 40
renminbi (RMB) 243-5
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JPY 139
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significance of 244
US and Wolf thesis 184-5
repos 287, 295-8
reverse repos 295
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aversion 10, 142—4
FX carry trade 1267
HSBC asset research 54-5
macro 119
management 35-6
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risk on/risk off 47-8, 49-56
AUD/JPY connection 149, 151,
162
binary nature 49-56
bipolar behavior 313, 315
FX carry trade 119
heat maps 49-56, 168
HSBC report 47-8, 49-56

illiquidity precursors 166
RORO index 55-6
RMB see renminbi
Rogoff, Kenneth 40
RORO (risk on/risk off) index, HSBC 55-6
Roubini, Nouriel 184-5
RSQ (R?)/R values
asset correlations 16670, 172-3
AUD/JPY correlation 149-50, 160—1
Chinese/Australian equities 234-5
Chinese equities and metals 242
heat maps 166-70, 172-3
S&P 500 149-50, 160-1
stress regression 47
Russell 1000 index 29-30, 33-5, 103
Russell, Bertrand 318

S&P 500
asset correlations 30-1,36-9, 43-7, 169
AUD 149-50, 152,135-7, 158-61
cross-sectional asset correlations 30-1, 36-9,
43-7
drawdown proviction 2614
E-mini 21-5,7105-7, 161
fat tail'beavior 6-8
Flase Crash 107-13
.2273-9
heat maps 169
JPY 110-15, 149-50, 152, 156-7,
158-61
market returns 67—8
tail risk protection 271-9
USD 110-15
VIX 2614
VPIN metric 107-15
S&P Case—Shiller Home Prices Indices 135
S&P Metals and Mining Index 241
safe haven assets
blue chip equities 260, 268-9
HSBC research 54-5
risk aversion 1434
tail risk management 267-70
sale and repurchase agreements see repos
SCB see Standard Chartered Bank
schizophrenia 313-14
self-connection 319-20
self-similarity 64-5
semantic shading 14
SGD see Singapore dollar
shadow banking 123, 299
Shanghai, China 231-2, 238
Shanghai Futures Exchange (SHFE) 238
sheep/wolf behavior 89
SHEFE see Shanghai Futures Exchange
SIFIs see systemically important financial
institutions
Singapore dollar (SGD) 277-9
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skewness 266—7, 282
Slow Healing of US Household Finances
(Nomura) 176-8
SLRI see Systemic Liquidity Risk Index
small and medium-sized enterprises (SMEs)
213-14
smart money 97
SMEs see small and medium-sized enterprises
solvency 14-17
Soros, George 140, 194, 214
sovereign bonds, EZ 211
Spain 20-1, 208, 210, 215-17
spin 309, 329
split personality markets 316
see also double binds
spot transactions 120
spread trading 122
SRB see State Reserve Bureau
Stabilizing an Unstable Economy (Minsky) 193
Standard Chartered Bank (SCB) 239-40
State Reserve Bureau (SRB) 237-8
stationarity 66
Stauffer, Dietrich 91
sterling see British pound
stickiness of debt 18-20
stock exchanges 61-5
stop loss orders 108-9
stress regression
Chinese/Australian equities 233-5
Chinese equities and metals 242
cross-sectional asset correlations 45-8
S&P 500 262
tail risk protection 267, 273
VIX 262
survivorship bias 258
swaps
currency 120, 2934
EUR/USD cross curtency basis swap rate
2934
foreign exchange 120
overnight index swap rate 293
variance 265-6
Swiss franc (CHF) 121, 123, 269-70
systemically important financial institutions
(SIFIs) 3301
see also Too Big To Fail
systemic liquidity risk
definition 1
see also liquidity
Systemic Liquidity Risk Index (SLRI) 288-91
systemic risk 298

tail risk 10-14, 17, 251-83

tail risk management 251-83
cash-raising 267-70
multinationals example 268-9

outright FX positions 273-9
protection 265-9, 273-9
safe haven assets 267-70
Taleb, Nicholas 10
TARP program 181, 201-2
TBTF see Too Big To Fail institutions
TED spread 291-2, 293
term repos 296
term structure of volatility 264-5
This Time is Different (Rogoff/Reinhart) 40
thought experiment 188-9
time series and stationarity 66—7
Too Big To Fail (TBTF) institutions 18, 180-1
see also systemically important financial
institutions
toxicity 104, 106, 112
Treasuries, US 10, 11, 13746
Trichet, Jean Claude 219
trust 14-17, 300, 3GC
tsunami, Japan 1i4-15
Tuckett, Davic 3'i-12, 322
Turner, Adaiz 2867, 299

unempicyiaent 216-17, 308-9
uninfcrinod traders 87-90, 319
UnnedKingdom see British pound
Uaited States dollar (USD)
AUD 72-5, 151, 277-8
EUR/USD cross currency basis swap rate
2934
FX carry trade 121
GFC 128
illiquidity precursors 166—74
JPY 10, 12, 110-25, 128, 1334, 139, 145,
151-2
Swiss francs 269-70
tail risk protection 277-8
United States (US)
equities 62-3, 140-2, 268-70
Europe vs US 201-2, 213, 222
Nomura US household report 176-8
Treasuries 10, 11, 137-46
USD see United States dollars
US Treasuries (USTs) 10, 11
10-year notes 137-46
Japanese ownership 142
major foreign holders 142—4
yield 2003-2012 145

Value at Risk (VaR) 69-70
variance swaps 265-6
vendor financing 143, 183-6
VIX see CBOE Volatility Index
volatility
clustering 67-9
cross-sectional asset correlations 36—42
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drawdown protection 260-5
long volatility strategies 260-5, 272-3
price abnormality 3-5
tail risk protection 266
term structure 2645
VIX 261-5
Volcker rule 182, 196
Volume Synchronized Probability of Informed
Trading see VPIN
Volume Weighted Average Price (VWAP) 63
VPIN metric 97-118
adverse selection 98—109
calculation 105
Flash Crash 85, 110-13
JPY 110-16
mini-bubbles 97-118
VWAP see Volume Weighted Average Price

Waddell & Reed 83
Waldman, Steve 19-20
Wal-Mart 268

warnings see early warnings
Warren, Scot 834

wealth effect 179

wealth management 48
Weidmann, Jens 219, 221, 225
Wen Jiabao 243

white noise 66—7

Wolf, Martin 183-6
wolf/sheep behavior 89

XME fund 241

yen see Japanese yen
Yin-yang cycle (Koo) 145-6
youth unemployment 217

zero interest rate policy (ZIRP) 327-8
Zhou Xiaochuan 240

Zillow Negative Equity Reocort 2012 136
ZIRP see zero interest rate policy
“zombie” system 129, 221-2
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