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Jawwad Intro  

Fellow Society of Actuaries, Investments  

MBA, Columbia Business School  

19 years consulting: US, UK, ME & Pakistan  

Risk Management, Product Development, 

Regulatory Reporting, Actuarial Practice  

Prefers -  Jawwad   

http://FinanceTrainingCourse.com  

http://www.alchemya.com  

jawwad@alchemya.com  
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Alchemy Intro  

Actuarial & Risk Advisory firm  

8 years, 4 Markets  

Derivative & Risk Management models, ALM, ICAAP, 

Stress Testing, Financial Product Development, 

Training workshops  

120th workshop -  1600 trained professionals  
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What is this course about  

Price  Risk  Value  

Products  Limits  
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Price  
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Volatility  
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Models  
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Relative Value  



Relative Value -  II  

9 



FinanceTrainingCourse.com  

Products & Payoffs  
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Limits  
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Action Plan ï Day One  

ÅTrailing volatility  Volatility  

ÅReview of trends  
Data & 
Trends  

ÅUnderstanding & Calculating 
Value at Risk.  

Value at 
Risk  

ÅHands on practice  
Calculating 

VaR 
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Action Plan ï Day Two  

ÅFundamental models  
Working with 

Oil & Gold  

ÅOil  Air Canada  

ÅFX GM 

ÅWhat would you 
recommend?  

Measuring 
Exposure  



Distribution &  

Volatility  
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Volatility  

Variance ==> expectations not met  

> Std -deviation ==> square root (Variance)  

> Dispersion, Diffusion  

> Volatility  

> Vol  

> Trading Vol  

> Implied Vol  

 

Optionality  -  Volatility -  Convexity  



Exchange Rate Volatility against the US Dollar of 
Selected Crisis and Non - Crisis Currencies, 
1990:01 - 2004:05 (Daily) -  Source Ronald 
Mckinnon , Stanford University  
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Exchange Rate Volatility against the US Dollar of Selected Crisis and 
Non - Crisis Currencies, 1990:01 - 2004:05 (Daily) -  Source Ronald 

Mckinnon , Stanford University  

Malaysian Ringgit  Philippine Peso  
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(Continued), Exchange Rate Volatility against the US Dollar,  
1990:01 - 2004:05 (Daily)  
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Standard Deviations of Monthly Exchange Rate Fluctuations  

against the Dollar   

Data source: IMF: IFS,  Ronald Mckinnon, Stanford University  

2.54  2.60  2.62  Swiss  Franc  

2.58  2.33  2.20  Euro  (Deutsche  
Mark)  

2.39  3.64  3.66  Japanese  Yen  

1.60  8.88  0.43  Thai  Baht  

1.35  2.63  1.01  New  Taiwan  
Dollar  

1.18  2.88  0.76  Singapore  Dollar  

1.67  5.25  1.19  Philippine  Peso  

0.00  6.69  1.06  Malaysian  Ringgit  

1.92  11.53  1.01  Korean  Won  

5.16  26.54  0.26  Indonesian  
Rupiah  

0.11  0.07  0.08  Hong  Kong  Dollar  

0.00  0.03  0.25  Chinese  Yuan  

Post - crisis  Crisis  Pre - crisis  
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Vol  Trend  
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Lagged effects  
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Flight to Safety cycle  

Safe 
Assets  

Low 
Yield  

Yield & 
Vol  

Pickup 
trades  

Risk 
Assets  

Change 
in Risk 
Profile  

Risk 
Limit Hit  

Reduce 
Vol ; Park 
Capital  

Safe 
havens  

US$ 

Yen CHF 



Flight to Safety -  II  



Thought Experiments?  
 

 




