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exchange-traded derivatives 110, 269�82
forward rate agreements (FRAs) 61�5, 110,

260, 284
hedging 259�63, 269�70, 280�1, 295�6
money markets 110
OTC 110, 244, 269, 302, 326�7
risk management 244�98, 300�37
speculation 244, 269, 280�1

types 110, 244�98
uses 244

DES screens, Bloomberg 7, 204�6, 238�9,
271�6, 334�6

digital credit derivatives 311�12, 327
direct-issued commercial paper 127�9
dirty prices, concepts 19�20, 27�8, 30�2,

137�41, 143, 147, 342, 351�7
discount factors

see also yields
concepts 15�18, 20�3, 43�7, 53�65, 73�6,
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discount-basis quotes (discount instruments),

money markets 111�13, 121�49
discounted margin method, FRN analysis

91�4
discounting, concepts 9�32
discounts, zero-coupon bonds 5, 25�7, 52�3
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fixed price re-offer schemes 160
foreign bonds 155�6
form of the bond 174�7
FRNs 157, 165�6
grey market 160, 163�4, 166, 168�9
historical background 153
importance 152
innovations 152
instruments 156�9
interest payments 156�7
ISIN 178
issuers 152�3, 159�64, 174�7
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European options 287�97
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ex-dividend trades, concepts 31�2
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expiry dates, options 286�7

Fabozzi, Frank J. 339, 353
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289
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Financial Services Act 1986 177
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first-order risk-neutral trades 340
fiscal agents, Eurobonds 172, 176�7
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foreign bonds 155�6
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spread trades 340�62
trading approaches 339�62
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207�9
indexed amortising notes (IANs), concepts

98�100
inflation rates 49�51, 94�5, 203�16, 341
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see also yield to maturity
concepts 23�30

International Capital Market Association
(ICMA) 178�9

International Securities Identification
Number (ISIN) 178

international securities see Eurobonds
International Swap Dealers Association

(ISDA) 245, 248, 307, 322
Internet 369�70
interpolation, interest rates 14, 204�5
intrinsic value, option premium 287�8
inverse floating-rate notes (inverse floaters)

concepts 94�8, 193�4
coupon determination 94�5
duration 96
hedging 97�8
terms 95�6
variations 96

investment banks 7, 159�64, 192�3, 221
investment trusts 164
investment-grade credit ratings 191, 198�201,

225�7, 231�2, 324�6
investors

concepts 3�4, 5�8, 23�30, 40, 49�52,
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IRR 23�30
risk 18, 40, 49�52, 90�104, 224, 341

Reuters 249
reverse FRNs 94�8, 193�4
reverse repos

see also repos
Bloomberg screens 138�40, 147, 345�6
concepts 136�49, 345�6
definition 136

revolving SPV structures 228
rho, options prices 292�3
risk 8, 18, 40, 49�52, 54�65, 69, 90�104,

121�3, 196�201, 220�64, 340�6,
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. . .

average life 219�20, 233�4
balance-sheet capital management 222�4,

230�1
Bloomberg screens 238�41
case study 234�8
cash flows 233�42
cash waterfalls 229�30
cash/synthetic contrasts 220�1
concepts 218�42, 304
credit enhancement 218�19, 225�7,

228�33, 237�9
critique 218�19, 221�4
definition 218, 220�1
examples 234�42
funding uses 222�3
historical background 218�20
investors 218�20, 224�5

402 INDEX



issuers 218�20, 221�4, 234�9
market size 222, 304
mechanics 225�7
note tranching 228�30, 234�9
originators 225�7, 234�8
participants 225�7, 234�9
processes 225�42
redemption mechanisms 233�4
risk management 220�1, 224
SPVs 220�1, 223�42
true sales 225�7
uses 218�20, 221�4
yields 233�4

securitised bonds 217�42
see also asset-backed securities

segmentation hypothesis, yield curves 50�2
sell/buy-backs

see also repos
concepts 131, 141�5

semiannualized interest rates 11�20, 24�30,
84�5, 93�4, 101, 157, 252

settlement conventions 19�20, 112�13,
181�2, 306, 311�12

settlement dates, concepts 19�20, 135�6
settlement prices, futures 270
shapes, yield curves 48�51, 54, 280, 321,

340�6
shelf registration 191
short call strategies, options 293�5
short-term institutional investors, concepts

6�8, 50�2
short-term paper 3, 51, 79�82, 124�9

see also commercial paper
simple interest, concepts 9�18
simple margin method, FRN analysis 91�4
Singapore 112�13, 157
sovereign risk 366
special purpose vehicles (SPVs)

see also securitisation
CLNs 316�18
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T-bills see Treasury bills
talon features, bearer securities 176
taxation, inflation-linked bonds 209
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