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In recent years, interest-rate modeling has developed rapidly in terms of both practice
and theory. The academic and practitioners' communities, however, have not always
communicated as productively as would have been desirable. As a result, their
research programs have often developed with little constructive interference. In this
book, Riccardo Rebonato draws on his academic and professional experience,
straddling both sides of the divide to bring together and build on what theory and
trading have to offer. Rebonato begins by presenting the conceptual foundations for
the application of the LIBOR market model to the pricing of interest-rate derivatives.
Next, he treats in great detail the calibration of this model to market prices, asking how
possible and advisable it is to enforce a simultaneous fitting to several market
observables. He does so with an eye not only to mathematical feasibility but also to
financial justification, while devoting special scrutiny to the implications of market
inconwpkieness.MLmﬁwofthelaook<xancernsar1on%ﬂwalexnenskwwoftheLJBC)anarket
rnodeLdevBedtoaccountkwhﬂghedvokﬂHﬁyswﬂeszhBisdonebyinUodudnga
stochastic-volatility, displaced-diffusion version of the model. The emphasis again is
on the financial justification and on the computational feasibility of the proposed
sohmkmwtothesnwmeErobkﬂn.ThEsbookisrnustreadingforquantﬁaﬂveresearchersin
gnandalhouses,aap isticated practitioners in the derivatives area, and students of
inance.
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