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*3 Sound Practices for Managing Liquidity in Banking Organizations — Basel Committee, February
2000. Liquidity — OCC, February 2001
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“ Sound Practices for Managing Liquidity in Banking Organization by Basel February 2000, Code 23

% ¥ 4% (a) Moddling Liquidity Risk in VaR Models — Nidal Shamroukh (b) Modelling
Liquidity Risk with Implications for Tradtional Market Risk Measurement and Management —
Wharton Paper, () Incorporating Liquidity Risk into VAR Models— UC Irvine, Jeremy Berkowiz
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“ Value at Risk the new benchmark for managing financial risk, Philippe Jorion, 3 edition, Chapter 1.
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Jenher Jeng, Wei-Fang Niu, Nan-Jye Wang, and Shih-Shan Lin, 2007, “Trilogy of Systematic Risk
Formation”, G5 Working Paper.

Danielsson, J., J., P Embrechts, C. Goodhart, C. Keating, F. Muennich, O. Renault, and H. Shin,
2001, “An Academic Response to Basdl 11", LSE Financia Markets Group ESRC Research Center
Specia Paper Series no 130.

Claudio Borio, Craig Furfine and Philip Lowe,2001, “Procyclicality of the financial system and
financial stability: issuesand policy options’, BIS Papers No 1

Kurz, Mordecai, 1997, “Endogenous Uncertainty: A Unified View of Market Volatility” NBER
Working Paper Series

James Stock and Mark Watson, 1999, “A Comparison of Linear and Nonlinear Univariate Models
for Forecasting Macroeconomic Time Series,” ch. 1 in R. Engle and H. White (eds),
Cointegration, Causality and Forecasting: A Festschrift for Clive WJ. Granger. Oxford:
Oxford University Press (1999), 1-44.

Robert Engle and Clive Granger, 1991, “Long-Run Economic Relationships — Readings in
Cointegration”, Oxford University Press (1991).

Didier Sornette, 2003, “Why Stock Markets Crash — Critical Events in Complex Financial
Systems’, Princeton University Press (2003).
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distribution)#t L+ i%/ﬁ»ﬁv"siﬁﬁﬁﬂ%”’“ ATIT2 A B0 e ) AT R SRR S
ToAE B2 A PR BT R S A MG AR AT R
Kﬁ °

-121 -

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fp » i34 ]

FWPp b - @8 b 'e 1 & S Flehih &7 f2 > BRI (%=
R)ERPRGFZR(FFTDIFRLGE R BRIRZ S ETHPY
P AT) ARG R & R BT iR 2 T I 2 Rk
BELITNTHE &R AL

() il amh g 2 TEMBMEL FiE ERAGLGHEE
AT A e IRE — RO - R R A S A RE T
AFEFN D A ABRGHEF AR HERETN S DI
%%éi%&@?ﬁ%ﬁ~%ﬁﬁﬁ&(ﬁw LIRS
FEREER Iy MmoE) BT o R AREIFE RO F
WE@&%&@;}&M&%LK%%%@EH“—quQﬁ
LFE LR 2R RAEL BRER QS N P REE S
THRE B RRGENER R E SRR I T oA

SRGEFEEITE L2 - R AR R REHEA T R GY

IFA BRI [ S Fh k2 EART 0 BE

P & %(2007&%;*;—{ s AT AR Gl A e 12 2

&) e

(=) & ST A0S 2 #5323 — R E(H]4e volatility smile for
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2 2 37 ¥ 3% § (model-based mark-to-market or hybrid of
mark-to-market and mark-to-model evaluations) » 2 #5-3]:5 B~2_ 3
GEERCIHPIE B - i R 5 A5 JERNE S e AF R
(exotic type) & { ¥ e % #7 3| mark-to-fantasy F* 3% > 4ol L &
2_ intangible assets and growth potential 2_ =i F]3§ -

) =& #HE 5% b % (counterparty credit risk)z. =G Ak £ 2w o

SRPETALEZE(AREC )2 FTAFTE N v FALFRE

#
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1% Consulation Report. March 2007,, “Principles for the Valuation of Hedge Fund Portfolios “,
Technical Committee of the International Organization of Securities Commissions.
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brokerage) > i ¥ 7 & ZER'E G784 A o d 3 OTC 7
R AW EF T g FIREEFRS S B
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FPAFELIAZE 4 0 T - %o bR AL AR R &

W P SR FA R L R ARG R AN E T B MR (PR £ IRK) 0 A
%38 3% (replication theory)da 24 2. 3 3k & " 4% 18 A2 B3] (B 4ok *& ¥ = (risk-neutral)) ¥ 1) »
2§ -3¢ (model-based mark-to-market pricing formula) » £ i&— % & D1 H & pF Hod 2 2 SR
B (b]4- delta s gamma -~ vega» ...) -
10 Jenher Jeng, Wei-Fang Niu, Nan-Jye Wnag, Shih-Shan Lin, 2007, “Correlation Variation of Socks
and Bonds’, G5 Working Paper.
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141 Demeterfi K., E. Derman, M. Kamal and J. Z. Z0ou,(1999) “More Than You Ever Wanted To Know About
\olatility Svaps’ Goldman Sach & Co.
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142 Monetary and Economic Department, BIC,(2006) “OTC derivatives market activity in the first half
of 2006”
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TNAV 2 100% - FI* A& RIEH E > Zh B FHE S F 0 97
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145 Corrigendum to Commission Recommendation 2004/383/EC of 27 April 2004 on the use of financia
derivative instruments for undertakings for collective investment in transferable securities (UCITS)
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Tick Size # £ TNAV(NTD) Margin e
Close Size
9545 $ 200 $ 1,909,000 $ 1,000,000,000 $ 90,000 523
1177 $ 1,000 $ 1,177,000 $ 1,000,000,000 $ 75,000 849
401 $ 4,000 $ 1,604,000 $ 1,000,000,000 $ 90,000 623
10 106.234375 $ 32,780 $ 3,482,363 $ 1,000,000,000 $ 30,977 287
100 684.7 $ 3,278 $ 2,244,447 $ 1,000,000,000 $ 88,506 445
Fok WELZENEZE F 4484 (Available Percentage of
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5-2. 14t
2007/07/20 Contract Leverage| M&P
Tick Size # £ TNAV(NTD) |Margin 150

Close Size Ratio’! |7 4
9545 $ 200 $ 1,909,000 |$ 1,000,000,000 | $ 90,000 | 7777 14.85 70.00 %
1177 $ 1,000 | $ 1,177,000 |$ 1,000,000,000 | $ 75,000 | 9333 10.98 70.00 %
401 $ 4,000 | $ 1,604,000 | $ 1,000,000,000 |$ 90,000 | 7777 12.47 70.00 %
10 106.234375| $ 32,780 $ 3,482,363 |$ 1,000,000,000 | $ 30,977 | 22597 78.69 70.00 %
100 684.7| $ 3,278 $ 2,244,447 | $ 1,000,000,000 | $ 88,506 | 7909 17.75 70.00 %
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VaR(Value-at-Risk) £.3% 5 78 b "% e R R ™2 - -2 E- 2 12
Z_ Il 2 UCITS Il & f3+8 2 kb *&RI R - § 2 P 1-Day 99% VaR=
0.015p> & & 25 99%: 4% ¢ B p cndff 4 7 € 4236 1.5% # 9 53
4 1%:is € H pAF2 € 42i8 1.5% - % 1-Day 99%VaR=100%p% » #
T3 1%t ¢ B pAF 4 € 4218 100% > & Over-loss °

3%
\a\

FAPY RS ERT RS P VARFGEL NS L) T3 3 b T

~

i dic(correlation) & 7 Ap e H T RERFR R (2T R ERT F - 2
FRE(N) At B2k { 2R FTesire 2072 B &
PR RS FLREE)EC) HA RIS R
7 & derivatives of complex-type or exotic-type - 3% 5 ¥4 8) » #7143k
P FMVaR AL F IR R o eyt - B TR e s A
FVaR, i} IR A7 5 BT A VAR it g 0 s U
VaR. § -] 3L B F A VaR (& o 2B M 7T a3V A AT

153.

VaR. < ) w -VaR (5-1)

ieQp

B2 % w chp g p A B #2548 £ (Standard Deviation), %+ T % & (Max Draw Down) > b ' & &
(Risk Exposure) 4 % 1+ | (Leverage Ratio) - { % B ** VaR «1®#% ¥ 12 %% Value at Risk 3"
Ed, Philippe Jorion.

WA SR E AR RS L AL R Bt BT o - U B

P Foo

- 137 -

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fp » i34 ]

Buim2 i gmRE S VaR ¢ HTH R dpdcen VaR 2 1 5 & i
51t bl (Leverage Ratio)2- 3k / > 7 w -VaR =w -L, -VaR® © 714

VaR. < ) w -VaR
ieQp
= > w-L -VaR’ (5-2)
ieQp
He

4 ;jﬁ,{;u i u;g d > w-L-VaR o k4] B R hVaR. e af,_iﬂ

ieQp

3 3 % 7 (Long piﬂﬂ?fﬁshort cdpdFARE) Vaagj«i«
> w-L-VaR® v 4 ,Thq;/t fe ek iz & 3 4p 4 4 kb & (Diversification) -

ieQp

fe § % 4 = % 4 (Directiona) s 3 ik £ i VaR e S w-L VAR i dk
ieQp

i o

£ N % ¢ 4148 41(VaR Approach)

2004 & % B 4% 1 UCITS 2 3k % ™' s+ 45 7 4F 52 3] (Sophisticated) #
£ * 2 b #2252 VaRApproach 4c + Stresstest - =4 g8 2 & &
2 AF o BEAREGE & 1 VaR Approach #a i B A b I A gh o
- R FERE TR R T e M VaR R AT e & B/

> Corrigendum to Commission Recommendation 2004/383/EC of 27 April 2004 on the use of financial
derivative instruments for undertakings for collective investment in transferable securities (UCITS)
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e VaR i ¥ ¥ B3t o Flpt 'PZM*? WA B R AR R K
2 e 4 0 % %82 ALR T i 5pT i :};t'&ffﬁ@@ i R
Over-Loss z_ f§ % “ ksuid” =72 > @ Stresstest ¥4 st h *& 2. & 14

CREREN BRA(EE SRR 5 - BB - )3 (2)

BAEE SRR R A s B 99%% w42 R VaR 2
= 5% (Absolute VaR) »

Sl

’

VaR. < 5%
A E e WA T A £ 2 VaR 7 42iF & (Benchmark) VaR 2. 2 &
(Relative VaR™) - 7=

VaR: <2-VaR,

2 VaR, 3 e e VR o

PR § R AT * 2 VaR Approach 2. £ % 112
%Ji%iwﬁ.n?ii—’f—:k'f&ﬁ%{ﬁ Flpb L A £ * 2 VaR
Approach 2. %#ce F | (/753K °

% 5-3% £ 54 % Absolute VaR 3 Relative VaR .7 ¥ g & 4Tk ' i%

FH AL R 841457 VaR Approach = i€ *
EEE S E L S UcEE(E * 99%E 2R VaR=5%2 fp % VaR
2) Bl4ck 5 - &2 GRE% L A &2 FAE* B9 F i} 5 o

f:k 156—1: _7\% L-;]J )

Pk R PR SR PR % (relative VaR) R B AlE s A & 4 i
(hedge fund indices) & %% 4p 1 2 "4 11) -
POAS IR S S22 ERED P AL 0F HF LR VaR LB F AN VARIPLE S
Flpt % 5-3% £ 542 65 ah T Eb G AL IEETE o
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5-3 Absolute VaR 5% TNAV=$1,000,000,000

2007/07/20 izl Portfolio

Leverage Ratio™ | r #'"® |[M&P F &'
Contract Size 1-Month 99% VaR |1-Month 99% VaR

$ 1,909,000 26.10 % 5% 0.192 100 0.90 %
$ 1,177,000 18.86 % 5% 0.265 225 1.69 %
$ 1,604,000 25.79 % 5% 0.194 120 1.08 %

5-4 Relative VaR TNAV=$1,000,000,000

Tk
2007/07/20 LA Portfoli M&P T A i
Heh ortfolio ) o 158158 oA
everage atio
159159
Contract Size  |1-Month 99% VaR |1-Month 99% VaR'®° e
9
$ 1,909,000 26.10 % 52.17 % 2 1047 9.42 %
$ 1,177,000 18.86 % 37.71 % 2 1699 12.74 %
$ 1,604,000 25.79 % 51.55 % 2 1246 11.21 %

157

L everage Ratio=(Portfolio VaR)/(# ¢+ VaR)

v #=[(Leverage Ratio)x(TNAV)/(Contract Size)]

M&P F » +t =v #x(Margin)/(TNAV) = (Leverage Ratio)x(Margin)/(Contract Size)

Portfolio 1-Month 99% VaR =(# 1-Month 99% VaR)x v #cx(Contract Size)/ TNAV
=~ (& 1-Month 99% VaR)x(Leverage Ratio)

158
159
1

[o2]

0
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'

= & ALR™z ExR % f* 2 b £ 3]kt BT

- # HEBERER G E F1#4(Aggregate Leverage Ratio to Total
NAV)

KR -2 F L2 gmAts ¢ HLTCM - i 447 ~ 4o VW E
pIBR A PTenb] IR AT A £ FIL A p 2 o
THRCAE R R PR E R EET URERT

gz# ;,@mﬁmﬁ«’ T A FIRARE DT AR A AR A
FEGA - r ok 5692 M&P 2 6|3 ¥ 1T 0 70%

2 TNAV # 30 iRz b2 P ayi g R WA 2 " blER - F 2 4

G R EFAUAADE(TPHFIAORT I FEFRGH L 2 4

RPRG—SY S ELY D 2 FI(T)) hemp IR E 3

FaehEd Over-loss ehlh ' o FIZ R - RV L AAE R

WALER VaRPE SFERFIER G E - & (7 Over-loss 3 2 s ¢ &

Mo P PEA INEAL S A b Rk A 2 SE o

vd s r e §aithid %ir'%””i’”ﬁ IR % AT EN Fi v o2 OTC
Bttt a PP ASFRERELZRMNY B L Leverage
Ratio=1/VaR > B tei & e fiedy % ™ > M&P = 2 ¥ ¥ 3 1L Over-loss
PR e (0SB R TS b R RS >

FEYP S N R T R L FIREE p 99%E AR R 2 )
RR®) L EFF LS 3
Tl blAgsi UVaREB > @ B2 24 2R A% 105744

GAHERET AR R A A cFIPL AP F AL FS AN S AT
162

P
Y]
1T,
I
o
=
Yo
N
ull
1T,
4
%}
Pl
)}‘»
W
=
=
{w,
wY
-n_Hk

2o o @ et cndp B2 over-loss b g e & @7 (consensus)

e =L f;e"fwf%z
162 4 g NE s (consensus)z PEA  dele SRS R T AMEIE L TR TI0E N L AR
ﬂzﬁf 2 AR TIE » RdpF P s At over-lossh 'R E SMET AL EFTELET
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Bl 51 =4 & A PJpas - ] &ﬁf = ;2 (nonparametric
regron)legb'“r%g’i' B (FREL ) b R T T E AT
A7 i & 50 VaR e Leverage Ratio =B % 807 & 57 #77

b AT {,,;_;g; DR E - R A VaR T e anff g ] o
M AR R E Y 2P ik E o Y MAL2 5 datistica

function of global clearing consensus on over-lossrisk

)
*ﬁ
5’,‘”““
g
k=3
%

5-1
2007/07/20
400 T T \
Stock
° Bond
350 ° Currency
c e Commodity
= _
G 300 y=1/x
= F4(x)
)
N
0 250+ b -
S
g
J5
3] 200 e 4
I
R
= 150 - -
D: [ )
o Statistical Function of
© 100 ® Global Clearing Consensus on Over-Loss Risk
) ° .
o
-
[ ]
50 + 4
[ ]
0 | | ¢ L ® | | L@ | |
0 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09
1-Day 99% VaR
Flpt 0 BWA LTS PRF &S ARG POV RE T
o RTRFRFTEE D Over-loss b ' mirdlalrd 22 A &R
5 AT R ,;"_',Bj NP E PRl R2 TR AT AT B2

_Iﬂ}i%q e ?é_& B2 5\ F;ﬁ’-,}; LB e \\55,)1_;‘], E:T%_Ti/j//

ORI Bkt 0 MehS 2 > TS ek 30 A AER T A F 2 Working paper, Nan-Jye Wang,
Wei-Fang Niu, Shih-Shan Lin, Keh-Lu Wang, A Regulation Framework of Managing Speculation
Risk on Trading Derivatives -
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AW ER DT RN £ '%%*ﬂ AR S B LR
- et 1 R T e HHE v el E F A (Aggregate L everage
Ratioto Total NAV » ™ @ £ ALR

v GRE * 2 % e8> ALR ¥ g 07 7 &_4F 4% +* & (Leverageratio) »
A A AF R Bl b & F FlE(q, risk adjustment factor) - & 1 48 e
s blend) B & VAR % 0 &0 bR Pl et o Bt
# Leverage Pendlty(Qi)~ #e= » 3Ffie § ot S ennikiE £ 4P H R
gt o AT b i 4 56 2 & 5-7 = Portfolio 1-Day 99% VaR » #
5-64 [ 2 gt b2 4&d %4 b 2 LeverageRatio -0 4 57 #
2_ % vt ] (Adjusted Leverage ratio) Bl d ] 5-1 2_ k= ¢ o &2 F
# 5-7 2_ Portfolio 1-Day 99% VaR *F'S Wk 56 o ¥R E R 10 & 2
F 8 R4 VaR fr 2 Leverage Ratio & ;2 ™ fiechd f >ALR = 2 { &
Bt fdeni®® o 2 M&P = 2478 Over-loss b '& % B 10 # = i %
Hudgin R4 PP BRAE2 2R "% & VaR->100% » iv %
00 ALR B B v G2 B H 410 B VaRe Bt £ 1 i o ¥ o
LT il T A T kR

oo wz HED

RN
el

\\\

VaR: < > w, -VaR

ieQp

= > w L -VaR’ (5-2)

ieQp

F] 5 b & 2 B Fldc(Risk adjustment factor) q(var®) = Global Clearing
Consensus on Over-Loss Risk " (VaR’) 2. if|#ic> #7102 ;8 (5-2)¥ 11 3 =
4(5-3)

O a5
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2 WL VaR’ = > w - L -q(VaR’) - f* (VaR’) -VaR’ (5-3)
7 (5-3)z ﬁjw 27 f° (VaF:()ZFVaR VaR, =1> #7123 (5-3)7 1B =
igwi ‘L -q(vaR’)- T (VaR’) -VaR’ < [igwi -L; -q(VaR")] (5-4)

5 2 (5-2),(5-3),(5-4)7 #
VaR; S[i;,vvi L, -q(VaR’)] (5-5)

B +fr wr S E (Aggregate Leverage Ratlo)

BUERETE DS NE() Q@) e R EE
B 5y M ¥ Foandit 0] B S Hoe(copula modeling techniques) 0 F &
B FTA R ERE SRk e R AT e
EXDFHR G -G R GEBR G2 FFEFTHE? S o B BH
FRED FE A RR SR R FEYET O ALR
HARIEY P RFEREFF LI SEAZ 2R R A RET
RAAHF2Z LR 32 PRI IR AT HFTEE VAR 2
AEFEIF 0 ALR 72 % 5 e 2k B9 2 5 2 g 2 oA
(consensus) iz 5 - k& 2 kipE SRR RiTAZ A ETH
RrGgind b e o

*%?

% - 3% GRE, M&Passpecial cases

BN (B2 - F e s VaR £ 7 5

VaR. < > w -VaR
ieQp

= > w - L -VaR’

ieQp
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A H e A B ARM AL R AR 0 0 - VAR 39 0 B0 | A iR
g BVaR' S ARG M F LS

F Rt GRE S T » s Her § ARG E Tw L 0 5 2
ieQp
BT 100% > T Yw L <100% Bl GRE 4T 0 #F A

ieQp

B3 7 4 hF A SVaR AR &, 43t (5-6)

VaR. < _Zwi -VaR
= Zwi L, -VaRrR’ (5-2)

= ( > w-L J ‘VaR (5-6)

ieQp
FEL A FARGEANEDBKL A ST o

A e M&PZEHT » 0 (5-2)¢ BTG wARdRd] » BlAeR T G A
R Y w<T0%e Flptig ¥ M&P > 2 E AW BX T F A D

ieQp

e e BeVaR 234 F AR 0 Bl R (L VAR )FE A e ey

VaR. < ) ' w -VaR

= Zw L, -Var’ (5-2)
= [Zw ] - Congtant (5-7)

4 J?u—s'.\;;u Z- FA7F A LF e Leverage Ratio = > 1245 7 A ~ ¥
s VaR %o

R AR HEE T o MR AR T R 8 B At Y (sub-aditivity) i # ¥
P I
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SRR - BR AR LR RS2 7 2okind it g h 83/ 102

H p ' 99% VaR #2358 | 2 Leverage Ratio 4¢ /% Bl » 7 A &304 i

;’ft% ¢ e A5 (Leverage Ratio YWaR=1 2. & i o % 975 hghis

LA AR B R T RIR R TR GEE O P57 99% VeR iF G

HEF R K2 Over-Loss b % (7 T4 & B4 545 £ A28 “7 3
n

+&
2
axf
E_w.

Margin m i& % » W& % TR R EOFREMR G F AN )R
B gl H S8 I A AL T 0 Margin @ g g R
SRFE PRI F T AR g AR

» 11 i § 1 Leverage Ratio 7% 51 # i%éﬁi’ﬁ(é R

Qb %) MR L EEA s B VAR 8
2 4 Leverage Ratio ' # % 1A 52 4 F I H F 4 8% > i o ph
S KB ERFTEEDR G Aotk 529750 F 70%H TNAV 2 303~
FR1I0=H G b > H Over-loss s g 282 5 2712 H 8 3
foo FltiEh drend B kF 0 FE L Over-loss b %% - & &
ZE- I Rk B> A i Bl %P &2 Leverage Ratio i

T om fgi%d B s A X0 VaR 2 Leverage Ratio snf# = -2

f&{@i,ﬂszﬁﬁ Be o d R BT A 13T A Hk
£ 3E .

x\”‘»

- HFARRS2F g o <G o R AR d s bR
Ja =418 b ¢ Leverage Ratio f- VaR B o & % (Leverage Ratio x
VaR=1 # #7F % o 4 A ipa 4 2 SRR SR h Leverage

Ratio 1t # b ] (R TR R A2 chl b fio] )10 F e F 37

1 F e e ch2 i 2 Leverage ratio § vt e fRch2 8P [ 2 Leverage ratio o] o Flgt A2 Y g
BEE&-

L BE P VaR £ 5 2 b St S % 5 Marking to market -

8 4317 b Over-loss b %7 dn 8- 5 2 Over-loss p > 2+ B chk 3 engy [ chh
£ 4 FEE 24 Over-loss -

M52 K E A IS A H S F § 2% Stress scenario(f 1t bltp ¥ H VAR %) 0 35 %
& s 4 e LTCM Orange County #8% % Pz e iz#f 8 & °
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- W RUFR L RGP E ARG E 27 VaR 2 Leverage
Ratio ™ e i R 5 S &R ehe b — &7 iR 2 b6 418

1% = TG 2L AER S 2P $00 VaR 2 Leverage Ratio
TRl ek B ARE o

5-2
2007/07/20
600 - ‘ ‘ ‘ _
r Stock
° Bond
Currency
500 - s
c e Commodity
<)
@ y=1/x
=
N 400} .
n
3]
g
5
S 300 s
Il
e
T
@ 200 .
[
o)
o
[
>
3
100 &
0 L ! @ (P e®e ™ %N \o'-\ e
0 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09

1-Day 99% VaR
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5-5
Portfolio
2007/07/20 Contract Risk e
Tick Size # £ TNAV(NTD) Margin e 1-Day 99%| M&P F At
Cl i - 9 1174
ose Size Exposure |1-Day 99% VaR 17 .
VaR
9545 $ 200 | $ 1,909,000 | $ 1,000,000,000 $ 90,000 523 1.00 474 % 473 % 471 %
1177 $ 1,000 | $ 1,177,000 | $ 1,000,000,000 $ 75,000 849 1.00 491 % 4.90 % 6.37 %
401| $ 4,000 $ 1,604,000 | $ 1,000,000,000 $ 90,000 623 1.00 5.44 % 5.44 % 5.61 %
10 106.234375| $ 32,780 $ 3,482,363 | $ 1,000,000,000 $ 30,977 287 1.00 1.16 % 1.16 % 0.89 %
100 684.7| $ 3,278 $ 2,244,447 | $ 1,000,000,000 $ 88,506 445 1.00 3.53% 3.52% 3.94%
5-6.
2007/07/20 Contract Leverage | #: Portfolio
Tick Size £ £ TNAV(NTD) Margin 1 M&P F 4
Close Size Ratio'™ 1-Day 99% VaR |1-Day 99% VaR'™
9545/ $ 200 | $ 1,909,000 | $ 1,000,000,000 $ 90,000 777 14.85 4.74 % 70.40 % 70.00 %

1

]

¢ #=[(TNAV)/(Contract Size)]

L M&P At r Margin TNAV

172 ¢ % 70%xTNAV/Margin

173 |everage Ratio=r #icx(Contract Size)/(TNAV)

7 Portfolio 1-Day 99% VaR =(#: 1-Day 99% VaR)x v #icx(Contract Size)/ TNAV = (#: 1-Day 99% VaR)x(Leverage Ratio)

]
EN
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1177 $ 1,000 { $ 1,177,000 | $ 1,000,000,000 $ 75,000 9333 10.98 4.91 % 53.91 % 70.00 %
401 $ 4,000 | $ 1,604,000 | $ 1,000,000,000 $ 90,000 7777 12.47 5.44 % 67.89 % 70.00 %
10 106.234375| $32,780 | $ 3,482,363 | $ 1,000,000,000 $ 30,977 22597 78.69 1.16% 91.31% 70.00 %
100 684.7| $ 3,278 | $ 2,244,447 | $ 1,000,000,000 $ 88,506 7909 17.75 3.53 % 62.64 % 70.00 %
5-7. (Under T, = 70%)
Adjusted
2007/07/20 Contract & Portfolio
Tick Size # £ TNAV(NTD) |Margin " |Leverage M&P 7 4 11"
Close Size 1-Day 99% VaR |1-Day 99% VaR"’
Ratio'"®

9545( $ 200 $ 1,909,000 | $ 1,000,000,000| $ 90,000 5475 14.93 4.74 % 49.56 % 49.28 %
1177 $ 1,000 $ 1,177,000 | $ 1,000,000,000| $ 75,000 8677 14.59 4.91 % 50.12 % 65.08 %
401( $ 4,000 $ 1,604,000 | $ 1,000,000,000| $ 90,000 5821 13.34 5.44 % 50.81 % 52.39 %
10 106.234375| $ 32,780 $ 3,482,363 $ 1,000,000,000| $ 30,977 17758 88.35 1.16 % 71.76 % 55.01 %
100 684.7| $ 3,278 $ 2,244,447 $ 1,000,000,000| $ 88,506 5360 17.19 3.53% 42.45 % 47.44 %

5 v #=[70%xTNAVx(Adjusted L everage Ratio)/(Constract Size)]

176 Adjusted Leverage Ratio= L, - q(VaR’) » 4r 5t (5-5)

17 portfolio 1-Day 99% VaR =& 1-Day 99% VaR x v #x(Contract Size)/ TNAV = 70%x 1< 1-Day 99% VaRxAdjusted Leverage Ratio
8 M&P 7 4 1t =r #xMargi/TNAV

- 149-

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fp » i34 ]

F BEFRGEREIEL G

EpS
I

- B R

T* ks (Credit risk) £4p2 2 HE AR LA FHTZ HY 5
Birm g FAED H%L%uﬁiﬁvwﬁo%%wé%aiaﬁzﬁﬂf;gp,
Té“)k“ﬁéﬁiﬁaﬁ%~*%w& Fi_;gﬁﬁf#«t e AHE 5 3 4 i % 4g
MoK Em E'/})I}Z-ﬁé;ﬂ RGN 0 BTt R

iKY
F 4 0OTC % % 3Ae o

1

N

=k
3

P BRI B G RE L 40 Pl
LENIEZFEBRGRE T LE TNAV 2 10% © fpt r 24—
Tig- RE2Z I HIRFEY ’&Ef?.%zi{\ééﬂ R R A G 2 E n’:si#E

OTC 38212 % 4 % v+ b4k (72 OTC 3% =2 %% a‘;«;& , ;é,;‘ R
BRI HERFEOF > AL AL OTC M2 4 M- 2 7 137
¥

S AT 0 A SR E R e T Mtk T o d A MY R
I OTCH 2 #iF = i:ii fé,;,ry ZEOTCH H2 %~ 7 &

| N M
= ?ﬁﬁf&?”*%%’*’»EE? Lja4 4 OTCH & T E @ % -
Tl H RS 4 E\‘zal»_\,% RN W AT R R R R - D
RGP E LM A L2 AR R LS S AT G
BREERF LB 0 S B LE T %7 §iEp 2 E (markto
market):t i £ 0 b & &P B IR B Sl B W L AR DR
o Ok I R a0 F R ALR 247 A & A - KR

W e EEr HA B R AR DR ALAT Y IBET LA 243 0 R
(R AR RIS R R Y S SRR RN P ¥ RN L R
b A AR A Hp f'?;*zéf/ipﬁl% B2 R AL e
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W Z- L & B 7Pub/%*{ig’§fi PR A IR o g i
CEGHEY RS S P Sk R (Pl VAR)Z B B -

RIS <X £ ML

B b e S AR LT A b & (asset liquidity risk) 22 T £

-8 12 b (funding liquidity risk = @ 3 ~ ££3 Binds 2R "gmarket

liquidity risk) > ¥ 5> & Rp & F A3 F 28 > F REg % 3R

EABPPERELAFT FIBMEI RSP T REFRASIES

sii“‘fﬁ‘fﬂ KLk - CHRI A EFTRES L &

EAET FREEATTAMNZ FEE T Fl AL g A ol R
+ 4

DA H e A REHL
AR & 2 a3 (illiquid)siF A R S0 W K IR b v

E A @@@%ﬁ%&%hmkﬁﬁwf*
SR R UG TRAE (1 R YR) 0 ARE AR
B ?'Jév'ﬂ?%if%ﬂ'.i—ﬁ“#ﬁfﬁ?%“fi’ ER RS R el SRR LA W A L
EF0IERTFEEZBINAELEFEFRF A EEE 70% 2 ALR
AT T EARKTSFRINLFER G ZITE o MW B AF DA
SO R ANBPMELGEFF AL AL ST EFE AN FA A A
FE o Glhe® Brje gkt M2 LTCM #f22 X ¢4 454e Q11 2 % > 3§
WHTA T 2 RAUPATE B TER L BRI LA AL ",f K
ALR z #75 A £ 38 - Rt g 4] > & {4 2ei g 0t &
R ARG AR BB R T AR A F 2 5L (fa ta:l)x&%k
PrAFEERFAPRF R R R AT D EY B
#i(ExtremeValue Theory) » # & i 5 7 av ePk & > ML A 308 2k £ &
ST AL T oo
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Yrix ExRUEER'GRIAR)E RS PHT2LE AT

G EHERT SPFEALEL  TARMAGEYEG A
(fattail) » A& R P 3 FER % o ¥ * 9 GARCH #3827 30 4 28
Bk Bmie Ktk HVaREG3E 3= Ko f&
BERAHZBRF A AR LBEXF }iﬁfﬁﬁm&\ TEAEE NN
% 1w s H(overal structure of distribution) - AT A TR A T 2
fo RRENSE I A5 R 0 WO 2R b e Hﬁ%ﬁd&%%?EﬂHﬁWR
B R

BEFT A T REBE
1 % - KRHZEROPFRREY AH S+ & (maxima taking
In successive periods) ;
2. ZWEIPRK M3 4% B (peaksover threshold, POT) -

LEH - 82 & 2 R A. Fisher™ ¢ L. H. C. Tippett i 3§ 3% p
AEF s a2 A% E A~ fe (Frechet ~ Gumbel ~
Weibull) » 34 % B & 4% & 4 fiz(Generalized Extreme Value, GEV) -
AOAH R AT A N 0 J Pickands™ RIiLE R B BA G
(Generalized Pareto, GP) 4 e » # ¢ 7 = #& & pz(Exponential ~ Pareto -
Beta) -

ritE - A sy 2 AL P 2 & ¥ (Maximum Domain of
Attraction) » 4% 2 2. > 3N Rk f 3 A RDFRE B A 4 iR E A
fed 7 Aple > imiE i 3av d 2007 £ 10 1 BEyEied B S 4
b F 2 R % A 3t € - Wolfgang Hardle & #& o 3 f

180 Fisher, R. A. and Tippett, L. H. C. (1928). Limiting forms of the frequency distribution of the largest or smallest member of a
sample. Proc. Cambridge Phil. Soc. 24. 180-190.
181 pickands, J. (1975). Statistical inference using extreme order statistics, Annals of Statistics, 3, 119-1
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(http://www.global 5capital.com/homeC_research_lecture& presentation.
html) = #gﬁaééﬁkr‘ B F oM SHcRERT Y B PR
(Maximum Likelihood Estimation) g« < f‘lcr‘ © 2 7 (4o Hill
estimator) o

G TR GIE R R AT R T BT SRR
E2Rh'GiE
1. 3738 v gk ek

2. JHPt R EwRpEe FRERT R RO

%

E PR B A
fRpiz fhh aniFld > 35 N § TR E A e
Rl mE s i PR T L2 b 'GE o

FEAF2Hm o 2 OTCRF & 254 w7 & & 1% 5 2 a3t
AR SRzt 4 o FRE N AR S g A B
AP AL AR PR 2 B R AT ELRLAEA RN TR

- &
R AT R 2 B RS E LT - RSP B
PR BT T R B E 2 R IS (E A B g o

Y& TRyl R € 2 RKIHAVEHE

B E P51 f2.2 %*1@35’@& Ft o LA ERE &

w ARG 8 ?iﬁgJ(”TM%&ﬁ ThAE R )R

B v R Z;_\!%’;\ HRERPFHEDOL S o M- R

2 Th g R g RESE A G 2P 2% BIE, MIE ¥ §E{e, 2007
DE RS WA R IR PPt X 4 el A 4’]51!;:‘ w2 E :1&-:.]?:%? 11 % 16 p 4
WA EW Ay 255 114 -
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%ﬂiﬂﬁﬁﬁiﬂﬁbi*%@@?%ﬁlﬁﬁ%i@i%?ﬁ—
AEFEMERT AT H2 AR e A {5 RS uégyez,i,-:z
?3ﬁ§ﬁﬁﬁ%%£§ﬁ@%ﬁB%”¢$£¢%m§ﬁ&l
*%iﬁ&%%mﬂ@iﬁgﬁﬁﬁﬁﬁ%iﬂggwg,@—ﬁg
FrolgiEdzd s apBadif Frosefs 24 b ‘g f 2
T AR A o R A B § 2 B THA L EHAKD B P
fﬁ““ﬁ~?“*%%”ﬁﬁﬁ%@ﬂ%ﬁ“%ﬁ%ﬂ@%zg
Jg»w:g,ptge;” & X 1’?%\1;,_@11 A= ‘\_?c\!§7 ;[‘E,”\:g;\ rlﬂ?ﬁiﬁ
gJ?rﬁ“iﬁgJHAlpﬂéfm5@’ﬁ%w¢1$1%
REREEEY 2HFAD FHAL A o

FI®TRELARE, 2R AR
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o TPIAR L LERANE D FAP T ARP

arﬁgé%iﬂ’rzﬂ’{iﬁgJix e BB R ERE
IR PP AR E RPN A R4 R 2 TR X B RS- é,q:-—"z#?ﬁ@
GOS0 TS 4R K SUIE R R S AR s e B H B

DRI SR R R

(I-1) &3 SR 7 B MR st di%ﬁ&
(1I-2) =3 4122 % R ik b T 3
(I-3) P4l 2L E B &2 gm*ﬁugg,r.,g{,

(I-4) ZHY A LA, BT ER (L 5-8) A &L "GITF F82 & 16
418 42 5 (B 5-4) -

7] e /1:‘|$€77,4,\37—},|_£H iﬁgJ“E G A A L gl o
PEVE M ARE GERET B o EHRE w1 (T ph
SRR EH A

Dbl

Fo TREARELLESASN-REFRBMBLEF AN

MTET AR g 2w A P R T AHD TR
AE 2R R RBIRTAIFEIDPREFIHLEF =
ToLREFY R EEE LG A REREFELE LY DT AT FE
4 5 10T phi-e LT AP
(-1) EHRGHF S8 BEF AP RGED T E2L RMT 45
s 4
(11-2) $ PR FHMEITE N2 5 i
(I-3) 12BN BERERGFE 2 NP CHRELS BEER TR
BRI EREAS BT ER
(I-4) Z3rp gl BRI eRD AP BEALE
2 B F AR
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(11-4-1) U™ Fkins 47 o & L F2 8 T b G451 58k
(11-4-2) Fll™ St TR EFH 25 P2 L5 8 k'
(11-4-3) & s fetr A & 2 > ﬁﬂ&%ﬁﬁﬁﬂﬁwﬁﬂéﬁﬁﬁ#
PLVESES o A

(11-5) R HTVRFAR REALLRZI AP rFELIRBEE
B s

(11-6) FHREEL A PBH] > o F BEFREF R AR
54 Py o

A EA G AT O TRHEFLRE - Hws AR K
WA R SR T BT R KT TRET Bl e e £ TR
HFADE G F LM R
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54

Fund
Issuance
Application

Alert Level
Protocol ert "eve

*|-ALR

e Il-VaR

< |1l - ARC

* |V - Stress Testing
* V - Fund Closing

Risk
Monitoring PliJ.tc’;Ac.ol Supervisory Orders

& —g = &
EERTES & Suggestions
Thresholds
System

Fund

Performances

A

Committee Members in Research Group
« Subgroup of Probability — 2
* Subgroup of Statistics — 2

Committee Members in Execution Group il * Subgroup of Computation —2

« Subgroup of R.M. Standards — 2 * Subgroup of Finance — 2

- Subgroup of Strategies — 2 * Subgroup of Economics — 2

* Subgroup of Trading Systems — 2

* Subgroup of Compliance — 2

* Subgroup of Education — 2

Firm Board
&

Fund
Management

&

Execution
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5-8.
Class T R T "RELR ¢ HAELBFHL YRR VAL & A3
B A EMEIFE G E LR F A VaR it 4 DA Ak Y
. m A AERAGFHRIAEEN 22 P (bl A A | 2 ERREL L
ALR:T; (V7)) \
I (bR s R HRRE AR E) —&%’f'ﬁ%&?%lﬁ-’_iﬁsﬁ (Elementary, Basic
FE) b Rs s TR A ST 2 A gk £ 4 | Structurally Complex)
8}, Gldc2 13144 o
£ Class lenl £ig 22 ¢t » ¥ & 3 ‘%CIaSSI?’i%iFé ENL-I - Al
B O AEEFEHRDIEG EER2ZEP b4 FRM ﬁﬂé ~UCITSIH | Fz2o P 2 b et | 82 d - 303
AEFREHRAL U ENLEERT IR TR R§ = Classll Bz |4 @ik &
A EEFBEGEEMKT EE VAR g 4 (B &rCOpuIae) OTC 2 & 7 Paper Trading
45 2 Hoq)E = 22 5 {eg 2. 2 # Paper Trading Records - (Highly  Structurally | 2. 2 % ¥ o
ALR:T, (>T;) ERFEELT AR E Complex,
1. Information — Classification of Assets & Risk factors Constitutionally
I VaR:V, (>V;)

Pattern — Dynamic Indicators
Knowledge — Capital Market Dynamics
Strategy — Trading Schemes

o &~ w D

Paradigm — Risk Measure, Aggregation and Control

W AfEPAAR AR B 4

1 & p5laJdZ (Financial Signal Processing)
2. F ~7 F 3] (Capital Market Modeling)

Complex) -
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# 1% P4 7% 4 47 (Dynamic Financial Analysis)
I ' B T L w(Risk Management Technique)

3.
4.

B HFeL Rz R
1.

i ot (Adaptivity)
2. #&3 1+ (Robustness)

3. - X (Consistency)

ALR: Tz (>T;)
[l VaR:V; (3V;)
EXR : E;

Except for Requirements in Class | & 11

AL BFE G B R4 P (Sress test) et 4 (B do i@ #
Extreme Value Theory)

- FERE T L v i ¥ b 'k (Operational Risk) 1z 2 %
A LN

RCE R NPET D e o VR SLEEE T 1

)

2. OTC & &
(Exotic)

“ﬁ%CIaSSI,IIF’Q%i

4F €% Class Il &
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PR EHeR
FEwmH2Z AT ARABERED FEEFSER SIS A PR
MEELBARTY F2Z B AL ERERE BHEHEETLR
Kﬁﬂ’”*ﬁﬁéﬁkﬁﬁﬂiiﬁim%1°

“hirE E 2R

AAhEY B RF R AR g2 F AR EY

¢
&~
-
3m
| 4
«I\'
49
_H7.
@
=
-vm}
A*
Y
TR
w
“15,
bt 4
i
)‘2\
=
( N
A}
e

RN AR ﬁﬂﬁﬁﬁﬂ"ﬁakiﬁ4%§£ﬁ?£
& ¢ aiﬁ;ﬂ:?—"ﬁ PO B AR R %@é_
HRas b kA B H B AR 2 B A 13 sl
WAl FETHPCFEL CRPR G IR ITER 2B
27 74 g o Jffiiﬁg‘”“\ » H 3 B 1iF%

(I-1) g ekl S M B A B 2 b B S p
(1-2) #1922 5 P o 2 3 2% b RS s

(1-3) #1% 2782 5 75 &2 & T04F 45 3 17 12 8 ;

(I-4) 2y A &4 0B8R2 (2 5-8) s A &R %GiY U2 B i
Fopr 45 4122 42 5 () 5-4) -

3

cf?

mEREER g4 B ERG

(I-1) EEp%EE S8 BFEAAEBLGEDL T EL BMT A

Bl 4

- 160 -

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fg » # &31#]

(11-2) ok BB L N5 i

(11-3) "2 RS AE ™32 WA & A SRER T3 DB
BRELS BTN ER

(I-4) L pPEH S FEREFERT 5 22 L BHA 2
2. B ¥ AR

(11-4-1) Fls® Hk e 45 o ﬁi%&;%Ww&%f%*&&n
(11-4-2) Fl™ St TR EF G L5 P2 L5 8 k'
(11-4-3) & et A & 2 > HRpLh 'k pﬁ&&ézx&vﬁﬂéﬁiﬁw’vﬁ%
VRS 5 A

(I1-5) RFHTVRFAR FEALLARZI AP EFELIRPBE
Hoed B

(11-6) HREL A PBH] > oo F BEFREF R AR
5 Py o

lod %Y EEFXAE AP EFRE L2 A AT R pIERES
BRogrig Wi EEREL EHRAE w%rw&gz
RETALFTFADLAEIATEFTRIB A& 2R 125 44

2R RIT R R 2 B B - - F B F P K
%ﬁ%%ﬁik%gﬂm&%ﬂﬁﬁéﬂ—iﬁﬁ%nﬂ%%#%1
B ® § vl s SR RIATR 0 SER In A | RIF E BT R E

ﬁ’@% RUHBEETAD FRLS L ERAFRL LS

= s hifrz A Rp €

KHEF2 RS  EFEY AT EFREF2F 28 REFT
4 iﬁ b ¥2g 2R P
E
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(Z)h ‘&3 4
1~ FER % 1 &0k ' Xk ldentify Risk Sources
2~ 78 % ¥k ' & Measuring Market Risk

~ 78 3 * &' & Measure Credit Exposures

4~ iR % Liquidity Management

w

5- ‘i% # 12 Limits Control

6~ #7A & ¢ 7 New Products Control

7~ B4 pIGE StressTests
()5 82 2 35 5§ ¥4+ 3 18+ 4)] Disaster Recovery and Business
Continuity Plans

‘7\41-
_\

BoaghM2 4 Ra 2 RIFE2- RELHARA HEEFLeRD
B g R R LR gL RFEAR Y T A 4

IEEGEAF T BE AR RD 2 EWE R R A A
e AR THTAE {iﬁﬂ@#ﬂ%ﬁgwlgﬁrgﬁg
2

-

= . #'ﬁ'&“ﬁi’i?}%’miﬁ‘?z JE W AR IR R ST

%an

FRpEEY CAHIBTRLDC AL RFRTREGA IR
ALY 0 F MR 2 B R a'—yzﬁwfv?éﬁ# FRE2PEA
beorFmTmi: AR O FERTA LI AR EE G
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e
S

e F R FA LG ETBER G RIAZAR  AFTERA
gaéiiﬁﬁiﬁﬁﬁiﬁzﬁai% A CAT 2o EA
ERFRHEBRZER n R ERFDPCAERNBHERRARE 25

Y

T WA EABRP NS R ¥ 39 0F R 40 i MR e

EHRBEELHCAEBGFZR G E R BT RO ALY
2|(Class|, Classll, Classlll) > & I % # 1'% & %2 § B K F a4t
U RED AL 2 G B FHMT LT AR SRR
2R RTRAKTLF RN > F L RFFTDLIE -

AP HRG R RGE UL GRS A GRS
183

(—)’r‘* H B &
}:\?El ’ |?ﬁ§&§%’\]ﬂﬂ%{;ﬁvﬂp,%ﬂiﬁ—‘; n_r-,;";; }_‘ E!S%gg—:i -%—‘F'T,ETP

LR 2 AR AR G S BB E Y B L H R
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w2 Class | 2 R A& P 30a 23 Fh G232 30 £47
TR B 22RO P E-F R VAR ETT & F 5T
BARE TR IR RG] I HE LW

FIP AR GIFTEE N 5 T F IR E o

SEEAPPHNFER AR FR O PICAERTFH AN
oo AR RFEFE ALRzZ 35V 0l z{g;?ﬂ;k;r)kxgoga ALR &
Rz EEEFREZFE I Tl A S22 VaR BEHEBR Y L
I B 5-1 2 & s Statistical function of global clearing consensus on
over-lossrisk 2_ i dh i 2. oy o SR Thd L M EPFR L T OF
H4 2227 44 %43 Natural cubic spline -

hIrL A €T EE"i%’_OTC BAEER-S -WAR SN R I i}u’ﬁ R 43t
E2 2 g4pd 2 b dra 4 2 £ X F 2k if OTC 7 & (- Class Il 2 #
—‘F*f)’ 2E OTCzZEZ Y . jﬂ\£/7 HELH(ERGRE)T
ek 120 o 5%

oF "~
L, = —X M

ij
a7 o a B4t 5| 2L HF A (underlying asset)2 # ek
e B4 F 7 0 4+ Statistical function of global clearing consensus

onover-lossrisk & s z_B 2 > ¥ ¥ d "'j‘ﬁ’;rl 2o N
—;ZvviZL”.Rf
i j=1

ME R M B2 T
Pre [dWW <-VaR.]1=Q%

hEBEE chcopulatcd) Tt o B kA 42 Var B oo
)&%t R &
LEHIL G R RR PSS B¢ 2 LA G
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AR T RS AW AT e 2 OTC 2 2 HERIF & 2 %
PR Rese o URRFE R 1‘#'\» JREE BT S
IR o KA > 42007 EGR AWML HIRFEL
T3 (4c S&P~ Moody's) 4 £ 2. %
FIp o %7 MR B R L *EE o PGTALEELE OTC T
gﬁ@@%A¢R1&gﬁﬁ»ﬁ@ﬁg$ mH A N &
LRV AP HE RG] 2PN Tk s E AT @
% > %—- OTC wi%%ﬁ#p FE0ERTTHE S HE B RE
THh'ep AREFHERZEFFEDP

2

=R

‘1\1'1
Ef

EIR R A WU N ’%r&&iﬁgJ%%%%%

*%’uwrﬂlé$9&ﬁﬁﬁadﬁw ThEE-H(FT
& 2 &{()ﬁ(»%mﬁgi&ﬂ IR TER T

HILHI+) 3¢ EHERAEPTEEE R %2 - REE R 23 k5o

(Z)imd iR '

BRIV AT B LRI MR R 5D AAGE T AR
th G E T ENB LR R J]* At em 3 0 3 W A
FRehs E g E R 2 I B AL (B EEIT
LM imchbe e BIEARA > T E ERF - o LTCM ~ F %
PRABEFIEKAFTIEORR AR EDFRF PN EFXATED HF £
ENAEe AR MRE®AT S "ﬁ:iﬁ,é‘fé*fk‘)’\‘ﬁf‘g’ﬁli'éﬁ'i%?r—g
BREREVHEEZEFHFLHEEZPIREIFL o Ft ALR b #2184
2 RELD B H 4 r o satistical function of global clearing
consensus on over-lossrisk 4§ & > 2k % % #r ¥ b % 234 (risk perception)
R AR RED T AE - BPRAM- REPEHRILTANH L %

“‘I‘&& -\“1*

18 H14e %% Michael J. Fleming, June 2001, “Measuring Treasury Market Liquidity”, Federal
Reserve Bank of New York , Working Paper.
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2 £ & RH(5 054 D) -

1 P T AR R RD S 0 FUR AL R 2
% %omdE b 30%:2r ALR 25 b #2841 4 A
K % £ 3 BB A &2 R b Kk (very
sophisticated and specialized strategies by class Il funds)£z H #7i& *
BT R BB EE (R e 8 51 L RF R
&7 ARG ER 0 5% EXR 2 b %R g
STFTAFMAF 2L E(fatalg) i g ip » L &2 3 it 7 522t
RMEATR B AT 0 T i § # * & @ 32 % (Extreme Value Theory) » #F 4
ME T b Mg REER ST i A 25 o

—N

(2)h*ek B2ty 50
FrovIUA 2 3 E S S R L2 R
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W

1. k&5 % (Risk Exposure)z 3 &

V= F~(Xi0’xi1""1xiji)

AF ¥ 1 BRE X A7 2 Bola s ok VESRYF

Vi=F(r.S;)=S;e"
B or LI, S E IRk n%a‘ﬁgxo

ek Rt Bier § 2B 0 ATV =F (X0, X)) 0 RIS EH G

A 1t & g R S (Simple derivative) » bide & dg HF B e
Vi R i dV,

r/?ﬁ* % B 3\ (Taylor expansion)# 7+ % V, g—
P 2 Mgk T g o

oF dx..

dav, = :

i Z( | xij

S F»!F,}\m_l‘b'iF)}L"ﬁie bR dV LG Pk %LE%

U EE o ﬁzk:;;;kﬁ%%*mfuw WaERBKLTELOYEE B
ﬁ?é%ﬁ%ﬂpmﬁﬁmww’%“

av, |v| - dX;
Vi o Mi DML 1
A M B ﬁ?é i & o
e g Tt g agrag e o irae
L e A i 8
dW n'dV v -
S L H Y gL S AT AT GEp o
WX w e R TR A R

dW o n-dv, _ _ 'ji RO
w LW S2RELWLR

dXx.. B
BT R =L L (X
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RO 5 <47 HcX© chb ' Fl#c(Risk Factor)s L, ¥ 5 b 6 8 & & AL4F
Pt blos RRATARET MAF L EFALAR Y bIRL FAD
hoEFlE DR A2 ITINE o

LR R b L2 S e

oF "~ dX oF "~ dX. oF "~ dX
dv; = Z( - X X :(8X + Xio) - XIO"‘(&X X)) Xl
ij i0 i0 i1 i1
d kB é‘#ﬁﬁﬂ e s T es 2 FTARLFANT %T?dWW
dW &n-dv, Kin ., OF" dXx. oF "~
— i L~ 0, X ) '0
W ; W ;W [(axlo |O) Xio ax |1) Xll]
ii [(M I—|o) R%+(Mi'Lil)'R(i]: k ni.Mi '(LiO‘R%—l—Lil‘R(:)L)
|:1W i=1 W
k 1 .
=2 W LR
i=1 j=0
R o el g o RO = Do
io xio
0. % 0 dX
RY: & IS I e e dp s 3 RO =S
i1
: : . oF~ 4
Lio-ﬂ* r#pﬁﬂ% VI‘J’F'/?'T e %}'ﬁ |— _(8X Xio)'Mi
i0
Lir o dp B VEHSFERE KSR G RE
oF~ a4
L.=(Z=—X.)-M.
il (axil |1) i

M V F (X|O’X|l) Xll tXIO (Eﬁ—%:hpg KfT&L 8 ’ #" ﬂ";{ﬂ:i ’E‘ﬁﬁﬁﬁ "E‘:"—L
i)

oF~ 1 _
LiO :(aXiO |o) M ! tx|1 o XiO 'Mi !
oF~ g
Lil_(ax |1) M l tXIO Xll M -

i1

BN RERE R S X PR FARRT OB VH SR
e iR dp B R R R AT AR BT B0 X oM

gx’{

FUEEE L OBRV A A - S @A

- 168 -

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fp » i34 ]

V, = C™(Xiq, Xin)

A C=X, e TN(d)-Ke " N(d,) GF5Pite8 ¥ Lirt Lemp &
)

1Ryt

IREEEE N VR SUET T T AN
oC~ _ _ v e oam
Ho=ox oX Xio)-M*=KT e7'N(d,) X;; - M*=p-Xo-M™> B & p 5 E 3% g

i0

f%' ’]‘%é’j’?lj _$ ﬁﬂﬁ,{fg\; )i °

his SR Vﬁf?%%“ﬁ%%m&%@%, 17
L, = 2;: |1) |\/|*1— JTN(dl) X, M, 1=\ X, M, 1, ‘% ﬁ i%*%,
il

W fdpdcanstg Red i s B SR ERER BN
IR SRR AR NI R S ERES -
A o

Pz EHEL G ARDTAORRIBRT I EH ER
(Geometic Brownian motion process)z. B3k T 0 iE & i 5 fF 47 f#
(Analytic solution) » F]* ¥ 11 & F e~ 7 4 Leverageratio 78 - # is 4o

itdk 8 P17 20 4 3?1}(Complex) B ATH (EXOtC) T2 M AP S AW

iz i3 0 7 75 ’° i > E F T 0 fE & i E £ (Numeric
solution) -
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2. GRE,M&P 12 ALR 2 #5574

2.1 GRE 2 #c% #

v

i TEREE R

Dow-L <1,

BB &R E F 14 4](Global Risk Exposure over Total NAV)z

R
DN -H A <W

He o,

)

W. % Total Net Assets Value (TNAV)
Ni . %2ty sss gk

Vioppamas S84 28114 848 S 2 RrarEi4

n -v
Wi Wo=——", 5% ifims i 52 Fmhd TNAV 2 1t &

wW

Hi sigrsppaezga

A; % 46472 bF &2 Delta # § 2 Delta 3 1
H. -A.
Li: L=——", simmppmofipeol
Vv

22M&P 2 #c# % 1

wEAEE T £ % E ¢ 414 (Avalable Percentage of Total NAV
on Margin & Premium) 2. — & 12 8 38 & 5 4o T

DLW ST,
DNV <T-W, blde T=70%;

Ho o,

W: % Total Net Assets Value (TNAV)
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T: smmasipiiel TNAV 2 o
Ni I %ism2 e s s e
"BRAEN =V RS+ 5 A RER SERE +:3 T REERT-YF 2 S

n -v.
Wi Wo=——", §ifims i es mi s d TNAV 200 £

23ALR 2 #5 %

1 Bl E g 4148 41 (Aggregate Leverage Ratio to Total NAV)
2= B N A T Ao

ZiWi'QiST’ (2

bo

Zini'vi'l—i'qi:Zini'Hi'Ai'[f*(Vi)]_lgT'W (3)

He o,

7

W' 3 Total Net Assets Value (TNAV)
Ny D % ifaers b &2 ik

Viipfoimgs s SREF 2 B804 SREH 2 RELSEIE

W: W = LY ifhiA T S A ¢ TNAV 21§

<]

Vi:sifir2 b5 ShnFANVAR » 222 VaR 5§ p 99%2 VaR

H

qi : qi = ,HE AT E LR Sk 'k B Fa(risk adjustment factor), f* % Global Clearing

*
V)
Consensus on Over-Loss Risk 2 5t3* &

Qi Q = L ql HE M d B Sl bR 7k Leverage Penalty

T DA R 5 8 2 P (Threshold for controlling Aggregate Leverage Risk), )4 70%
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3 Natural Cubic Spline

T 2 % Natural Cubic Spline s+ 5 > 2> 51 * piEmF A § L 4
2005 & 12 * 15 p ¥ & F7 5 B GAE § 9T A y42. 2005 E R8T
A BRI € £ 2% ¢ "A Canonical Satistical Framework
for Exploring Dynamics of Monetary Policy Decision-Making" -
The Pendlized Least Sguare Estimator (PLSE) is defined as
following. Let <€S.[abl where S: is the space of the functions
that are differentiable on (&P) and have absolutely continuous
derivative. If | satisfies

f=argminY [y, - )P+ [T O,
agmin3 [y, - f(x)] vaf [f OFdt

where {(x,y))} is the sample of data and f'(x) is an integrable
function such that f'(b) - f'(a)=Lb f'(t)dt, then f is called the
penalized least square estimator.

To solve the above functional minimization problem, it is required to
"parameterize" the functional class taken as our model based on a
certain kind of function building blocks. One classical choice is the
cubic spline (local cubic polynomial), as defined in the following.

f :[a,b] > R iscaled acubic splineif

(i) feR[(t,t.,)] i=0L2..,n, where a<t <..-<t, <b are caled
knots.
(ii) f eC?a,b]

Basically speaking, a cubic spline is a second continuously
differentiable function constituted by local 3-degree polynomials

from knot to knot.

According to certain theorems of functional and statistical analysis,
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the penalized LSE f must be a natural cubic spline (NCS) with
the additional condition

f'(@)=f"(b)=f""(a) = f"(b) = 0.

Thus, a natural cubic spline f has the property that it can be
completely determined by thevalues f(t)’sand f"(t)’s. Therefore,
with the sample data, we can solve the above functiona
minimization problem through a quadratic-form equation for any
smoothness penalty weight « . Moreover, the smoothing parameter
a can be further empirically decided by the sample of data via

minimizing the cross validation scores in the way

n

m A
a=agmnNY LY, - Ot a))?,

ae(0,0) i=1 j=1

where N isthe total numbers of the data at knots {t, |i =1...,n} and
f 0D (x:q) is the minimum of the penalty LSE from all the data
omitting v, under «.
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4. TFIRE AV ERE FA EREFL2ZF 6 1993 - 2004

2 b 4r4

g 6l P KFERF &

($ million)
Orange County, California Dec. 1994 |Reserve repos 1,810
Showa Shell Sekiyu, Japan Feb. 1993 |Currency forwards 1,580
Kashima Qil, Japan Apr. 1994 |Currency forwards 1,450
Metallgesellschaft, Germany Jan. 1994 |Qil futures 1,340
Barings, U.K. Feb. 1995 |Stock index futures 1,330
Allied Irish Bank, U.S. Feb. 2002 |Currency derivatives 691
Ashanti, Ghana Oct. 1999 |Gold “exotics’ 570
China Aviation Qil, Singapore Dec. 2004 |Oil derivatives 550
Y akult Honsha, Japan Mar. 1998 |Stock index derivatives 523
Notional AustraliaBank, Australia Jan. 2004 |Currency options 262
Codelco, Chile Jan. 1994 |Copper futures 200
Procter & Gamble, U.S. Apr. 1994 |Differential swaps 157
NatWest, U.K. Feb. 1997 |Swaptions 127

Source : Value at Risk, 3 Edtion, Philippe Jorion
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5. I E iR % (2007 i B A 48)2 Nk

Capital Competition & Risk Control along with Mean Reversion of ALR
in
Process of Systematic Risk Management

1.25 25
— TWSE Index — Adjusted Leverage Ratio (by ALR)
5L oAk At S&P Global 1200 — Leverage Ratio
ﬁ‘ = UF =
. 1.2+
Market Risk
& 20
. . 1.15+
Credit Risk e
| accomplishing too muihl ith Market Momenluyﬁ |
15
Strategic * for Cf;zi)tgll Copmpetition Power \ A
.05F V\)“\ vsﬂf_ti%%\fpr Risk Coﬁtrol\iﬁectfeness
—~— - b YA (SN
o ks NN

| | rea“bting too much over Marke; Panig | e X “]/I .ﬁ

T | jquidity Risk

| LA

0.95) A .
0.9 w ‘ 5
Jul Oct
05/24/2007 11/13/2007
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Leverage Ratio E— Le\{erage Ratio )
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

Leverage Ratio —— Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

T T
Leverage Ratio — Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

Leverage Ratio — Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)
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—— Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

Nikkei 225 mini Leverage Ratio — Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio

Leverage Ratio — Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratjp

Leverage Ratio - Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)
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Leverage Ratio ——— Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

Leverage Ratio —— Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

Leverage Ratio — Leverage Ratio
Adjusted Leverage Ratio(by ALR)

Leverage Ratio
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—— Leverage Ratio
Adusted Leverage Ratio(hy Adjusted Leverage Ratio(by ALR)

Leverage Ratio
—— Adjusted Leverage Ratio(by ALR)

Leverage Ratio ———Leverage Ratio
Adjusted Leverage Ratio(by ALR)

Leverage Ratio
Adjusted Leverage Ratio(by ALR)
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Leverage Ratio Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

—— Leverage Ratio
Adjusted Leverage Ratid(by ALR) Adjusted Leverage Ratio(by ALR)

Leverage Ratio —— Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)

— Brazilian Real Leverage Ratio — South African Rand Leverage Ratio
Adjusted Leverage Ratio(by ALR) Adjusted Leverage Ratio(by ALR)
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——— Leverage Ratio
Adjusted Leverage Ratio(by ALR)

B — Leverage Ratio
Adjusted Leverage Ratic Adjusted Leverage Ratio(by ALR)

— Leverage Ratio
Adjusted Leverage Ratio(by ALR)

Crude Oil, WTI Leverage Ratio : Leverage Ratio
Adjusted Leverage q
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6. {FiaEh % dH4I(ALR)ZE T2 2 % (~2007/07/20)

l-day 99 %
VaR

500 CME 1927/12/30 3.31% 22.07 17.99
100 CME 1996/04/10 5.53% 12.65 13.13
2000 CME 1978/12/29 2.73% 21.04 21.90
CBOT 1900/01/03 3.15% 24.77 18.73
50 EUX 1986/12/31 3.63% 13.60 16.89
DAX EUX 1959/10/01 3.11% 14.41 18.99
FTSE/JSE 40 SAF 1995/06/30 3.55% 24.62 17.13
100 LIF 1984/01/03 2.74% 31.43 21.84
MSCI LIF 1996/12/31 3.51% 26.83 17.24
EUZ 1988/07/01 3.14% 13.15 18.77
TOPIX TSE 1949/05/16 2.80% 30.14 21.24
Nikkei 225 mini OSE 1970/01/05 3.28% 33.67 18.11
ASX 200 SFE 1992/05/29 2.01% 20.08 35.98
KOSPI1200 KFE 1990/01/03 5.36% 6.75 13.52
FTX 1967/01/04 4.74% 21.21 14.93
- FTX 1995/08/04 5.44% 17.82 13.34
- FTX 1993/03/19 4.91% 15.69 14.59
MSCI SGX 1995/08/04 3.74% 21.82 16.63
SKG 1969/11/24 5.11% 17.16 14.13
SKG 1993/07/15 5.97% 14.51 12.20
BUX BSE 1991/01/02 4.36% 14.78 15.58
ISE 30 TKD 2001/05/04 5.72% 9.66 12.71
BMF 1991/05/28 7.17% 9.66 10.28
SENSEX30 BBX 1979/04/03 4.25% 12.52 15.74
RTS Index RTS 1995/09/01 1.72% 9.88 9.45
10 CBOT 1982/05/03 1.16% 112.42 88.35
5 CBOT 1988/05/20 0.73% 171.82| 150.94
30 CBOT 1977/08/22 2.02% 66.92 35.57
2 CBOT 1990/06/25 0.28% 335.73| 279.45
30 CBOT 1988/12/06 0.27% 584.92| 283.11
10 EUX 1990/11/23 0.89% 79.94| 123.22
2 EUX 1997/03/07 0.22% 293.16| 300.63

K:\4261798\00009\42036_YHC\42036020JS
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l-day 99 %
VaR

5 EUX 1991/10/04 0.54% 133.20f 194.51
30 EUX 1998/10/02 1.46% 31.94 62.25
10 TSE 1985/10/21 1.00% 254.00| 107.57
90 Bill SFE 1989/06/09 0.18% 1312.33| 318.67
3 SFE 1989/12/18 0.24% 104.31| 295.51
10 SFE 1987/09/18 0.23% 35.33] 298.62
30 SFE 2003/08/12 0.67% 350.30{ 164.38
3 KFE 1999/09/29 0.61% 66.64| 178.85
10 RTX 2006/09/04 0.19% 199.73| 313.35
LIF 1982/11/18 1.25% 96.14 79.56
EUZ 1992/06/16 0.68% 95.34| 162.81
3 Euribor(Euronext.LIFFE) LIF 1998/12/08 0.29% 683.04| 273.86
90 LIF 1988/02/26 0.22% 586.50| 304.22
3 CME 1986/04/01 0.15% 318.52| 331.84
3 LIF 1991/02/08 0.15% 971.50| 333.67
TKD 1994/02/18 3.63% 8.59 16.90
FNX 1967/01/31 1.32% 60.26 72.69
EUR ( ) CME 1987/06/11 1.37% 85.48 68.92
JPY ( ) CME 1995/09/22 1.63% 38.46 51.65
GBP ( ) CME 1995/09/22 1.29% 76.01 75.78
CHF ( ) CME 1995/09/22 1.61% 70.36 53.18
AUD ( ) CME 1995/09/22 1.77% 76.44 44.93
CAD ( ) CME 1995/09/22 1.08% 83.23 98.01
MXN ( ) CME 1995/09/22 1.90% 24.63 39.48
NzD ( ) CME 1971/01/04 1.78% 58.73 44.49
Brazilian Real CME 1995/11/01 3.06% 15.37 19.23
South African Rand CME 1997/05/07 2.54% 18.74 24.19
CBOT 1969/12/31 3.56% 13.10 17.10
CBOT 1969/12/31 4.02% 23.32 16.12
CBOT 1969/12/31 3.94% 18.25 16.24
( ) SAF 2005/10/21 2.54% 14.28 24.29
SHF 2003/12/29 3.40% 9.99 17.63
SHF 1986/04/01 4.60% 20.55 15.19
( ) ICE 1998/06/15 4.71% 18.49 14.99
LME 1987/08/27 4.42% 14.22 15.49

K:\4261798\00009\42036_YHC\42036020JS
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l-day 99 %
VaR

LME 1989/01/04 4.72% 8.52 14.98
LME 1987/01/05 5.13% 19.56 14.08
LME 1987/01/05 6.14% 5.74 11.89
LME 2002/05/30 3.61% 14.85 16.96
LIF 1984/01/03 4.60% 16.94 15.19
BMF 2005/07/22 3.84% 13.15 16.44
Crude OIil, WTI NYM 1983/05/16 6.66% 18.66 11.07
NYM 1993/12/31 8.46% 7.96 8.37
‘RBOB NYM 1987/12/31 5.30% 11.71 13.68
NYM 1983/01/03 5.29% 16.27 13.70
11 NYB 1973/01/02 6.41% 11.77 11.45
2 NYB 1989/01/03 4.46% 24.25 15.43
, 100 CMX 1975/01/01 3.53% 25.36 17.19
CMX 1997/01/02 4.73% 19.73 14.95
RICI TRAKRS CME 2005/11/04 2.50% 6.89 24.79
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7. B4 S50 #c(Copuld)

B R - fid it S BRSSP R APME S N i o A SKlar'®
i 1050 EH L ah e P M H G A Mo 3 LSk R
AR IR AR & PLE AT o F BT W R LR g Tl B%
SR A eV OB R (o RAREF R PR
Bl L JEAF Fe b I 30 o
- PR G domE ST RA4oT

F(Xqg, ..., X9)=C(F(X),..., F(Xq))

BoOF(Xy, .., Xa) AW RE X, ., X PEE R A R O dic(Joint
Cumulative Distribution Function) » F(x) &_X; c0 3 # & fz ik
C:[0,1]"-[0,1]

L

EEEEY

Ry - RS ﬁ% NE Y B AL R D R
R R SN @agtmmq» $TAFIE o WA Sl S JL R AT
BERELE PR LY D E - RHens fe s LR
Sl JLT N E ST RAREI £ A oSl F B AL -

HX & X PR REF Qﬁ’%éﬁ%#@@w%&@ﬁw%ﬁ
Hos g PITE BT e ® B AR S - T RS E RS
HRIT A SR T RE R E D B SR K i
L F Il 5B AE

185 A. Sklar (1959), "Fonctions de répartition & n dimensions et leurs marges', Publications de I'Institut de Satistique de
L'Université de Paris 8, 229-231.

http://en.wikipedia.org/wiki/Copula_(statistics)
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8. A ERE SR MG

— Elementary
— Basic
— Structurally —
— Complex — Non-Basic
—— Constitutionally
— Market Endogenous
— Exotic

Market Exogenous

® FElementary Mdpid Hikeh i - FTA,2 247 ﬁ’” S e (payoff
function) = i ¥ 2. &+ & e (linear function) & 4 & S fic(step
function)

® Exotic Mdpi B2 i g EEBT A2 b 'k Fl & —Market
Endogenous 7 a‘ﬁﬂ B8 suﬂ 2@ 2FE & 40 VIX; @& Market
Exogenous 7 4pi 823 H it ABB LS A EFFRELF N
Yomgh B F TIPS s £ 4 &

® Structurally gtz 8 - F A, # 47 B 3 fe(payoff function)

[e]

A A2
Congtitutionally x4 #heh % 7 7 4
® Basic Midp F &2 #F ¥ S fic(payoff function) £ - % #7444 o i

(piecewise linear function.)
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9. ¥AFAEEBE SZFIH 25, F&p The ABC of Equity
Derivatives and Structured Products, Risk magazine, 2006
(Fe s A A% A F & mark-to-model pricing 2 = 3% f# % & risk
neutral 2. K T R 0 i 4T)

]
iﬁi‘
q\b

#] >3 £ > #&:F# #(All or nothing option)

T ]

]
==
Qfs

7 # Binary Option » ¥ - #&7 1 § £ F ouE & 48, )I»{g Sr> K, ¢ = ﬂ}“" o AT en

ERFEF S RABPKA T LH AR AT AR AT AR DA G RF
BT R ERAT A AR R AT BT A GO A G ) F R

(g ie/4p b 35 &

7 ;V i #% # (binary option) / # &% # 4 (digital option)

[ Payoff]
Cr=Q x I(ST-K)I
I(St-K)=1 if(S1-K) > 0, otherwise I(St-K)=0;

St F AR SKSHER QTP N7 imE,;

[ Current Value/Mark to Model]
c=Qe""N(d,)
p=Qe""N(-d,)

#o2 3V iz Black-Scholes model

[ & 4] % %:% 3% 4 (Asian option)
(GRS ED
GRERFALIEY BT - BYBENT A PTG -

ﬁ

n
ar X

#
EEERGE 997 17 X P e B FN I Vi # 8 (European Asian option) % £ 5
#

1 ;€ # f£(American Asian option) - = § AIH P F A A B 0 A B LIIY P T

iR - X R ST X o
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[sgiu/4p 7 &)

T 123 # ¢ (average option) ~ T 57 1:iF #% f# (average price option)

[ Payoff]
FALN V= max E(max(§T - K'O)/(1+ r)’)
FAL AV =maxE ( ax(Sr - K 0)/(1+r))

V. EREGE E AT KD BYOW ;o fTIREF

[ Current Value/Mark to Model]
c=Se® "N (d,)- Ke""N(d,)
p=Ke "N(-d,)-Se®® "N (-d,)
CinSo )+ (re o t)T
1 O'A\/-?
d,=d, —o T

P Bl R EiEG Nk 0, TR B e B

B2 3¢ iz Black-Scholes model # &

[ Z4E] T35/ X 1% 8 # (average strike option)

==
et

(

T ]

==
et

BARREAAL S Lo GHEATATION § e R AR 0k 9 REBRET &L

MENFF I -

[ Payoff]
V =Max(S; - S,,0)

Syt R FATS S B RAT AR
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[ Current Value/Mark to Model]

c=Se®""N(a)-S,e""N(a,)

20

1 s) < 2b
+&y”%§-[§—j NQ4M+?;VE)—e”N(—q)
A

S 2
m(S)+(b+i2ﬂ'
He Q= A &, =8, —0~NT | b iaogakmtass &
r > /—T 2 1 ' CHA TP AT

* o gt 254z 4x Black-Scholes model 3 &

[ ] Kis%:% 4% 48 (barrier option)

=
A

- H

;
(GEREEEY

=
A

FRAROTE B R GG RIS .

[/t 7 &)

A Hrip % 48 1 (discrete barrier option) ; i p He#i% 4% 1 (Geared barrier option)

[ Payoff]
Down-and-out call
I EV: ek 3P w4 S>H R V=max(5-K;0)
kW2 B EES<H - RIEREL T AETVRAPLZFUREY IV

e o SEHHRPTARR - H L REy
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[ Current Value/Mark to Model]

4= down-and out call and down-and-in call, #l#4- i &8 C=Cphg +Cp,

If H<=K

Ci =Se " (H /S))ZA_ZN(Y—G\/?), where - r—q+o—2/2,y: In[H*/(SK)]
0'2 g\/?

Coo =C—Cyp,

if H>=K then

Coo = SN(X)E T —Ke "N(x —oT) =S (H/S) *N(y, - oT)

Ci =C—Cy

if H<= K then Cyo=0-Cj=C

if H>K then
_ T _ o 'T _ _
C,i = SON(Xl)e Ke N(xl oT)

38 T (HDIN)NakRe T (HDHZ ANCHATINCyT)

Co =C —G

#oo 3V iz gy Black-Scholes model # &

[# & 4] 415 2 *1(Cap)
[ =ex]

FIF VLA F TR AR A e I 5 R 8 0 L5
RS S N SR Pt PN L TR PR RS E STER

PRI TLI T F A EREEOTY P FRE L

[ Payoff]

FF - BRI Uk b s Lo FIRO PREE - S BN E - BREREL o 1509

=+ =

V= L§max(r, —ry,0)

L G AR B

N R LR 7
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[ Current Value/Mark to Model]
MEEERERQE MRS BAR S L o PHEY EAR  RIEHE - BREBD]IFE R
Hp @i

LSy P(O’tk+1)[FkN (dl)_ R¢N (dz)] ’

20 Boamrt ot i E > P(Ot,,) 5 - L BEIBST LGS

|n(%)+0kzt%

poo 3V iz Black-Scholes model # &

H % i % (Catastrophe bond)

™=
==
A
e

T %)

™=
==
‘Aﬂ

|

E % ff % (Catastrophe Bond) #] Catastrophe & < i 45 Cat> F]pt = % Catbond >
BHRE - BRAFTAGOT SREL X P REAARLTIR G ZEAEEL FRESL G £
FEoFA N EEARSPRF TR BP I L PP AR TP L ARED L
HRRGRd LR o R

TAhPF R 1992 # 12 P I E KRG con B HRINE CERELE > BEBE X
BHAEA KRB TL R L il RE L AL L P S

1995 # Bdede i £% 1997 &2 7 P FRUSAA R o P B FE LRE AL &AM F 7

-

RALGFTFITEFLE Cad > USAATERRIE L (4 T A B3 4 300 & £ 1034 g 2 745
o R R IFR-KFRSSF O FFEFETRULLE PR ELR I TR

AR RE LR G- BHE  RHREP P RT T S
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[ Current Value/Mark to Model]
k- BrEwEae St) o A @ [tt+dt] p T dp g 2 SM)dt o Bl R oA 2

L(t) = [ St - s SO = 27 5 -
dS(t) = S(t")[ uct + odW ()] + kdN(t) ,te[0,T;]
Ao W) 26986 g oruia b BEfrdd il Kin ¥l 27 E Lolde dpy

e N(t) 2 e Aok pigse > W) 2 N@E) » 4p8 -

e

LR
_ Max(L(T) - R,0) - Max(L(T) - (R+1F),0)
I

FIE G S

&

V(T)=F

#e Figgag VM) egsahnie Regryaimaige | 28F08-

[ & &4) é‘ﬁiﬂ‘ i #% # (Chooser option)

ERFERFLHG FTAI BT CERTERRL - BT RSB T PR

(As you like it option) -

[payoff]
V = max(S; - K'O), if chooser choose a call option
V= maX(K -S 'O), if chooser choose a put option

SrifhF AR K5 RE

[ Current Value/Mark to Model]
BRAF G F CEROEE ST o S FER YIRS max(c,p) > #¢ CiE#ES h
PS> PAEBEY DR EA - F- PERFERRY D] CJRATIEN I FHARRS
BT F RIS RNE TR AN BRS A ROT AT Fa R K AR
B L AERENDP o r S EZRGPIFRd FRETGINTE

max(c, p) = max(c,c+ Ke' = _ gg 4(=71)
=c+e ™M) max(O, Ke (r-a)(T-h) _ S.L)
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FrERFERETRA- By T AR &G R
1--BRFEEZ K3 p T, 05 8

2. e*Q(TZ*E) B :{T’ZL & ;%v . Ke*(r*Q)(Tz*Tl) s FHpp T]_E’h?u # o

[7 & & 4] 47 5* 4% #(Compound option)

GEREEE D

W ERRLERRDERRE > H oFR Y - TR PATHERE G- BERE LR
Fef AT RO GO R N R RN ERET S BRAG R
2A BRI BW R Y R- BERORE RS- BIHP T FFFT LGS - B
HEGKEHT - BRI SBATPIRT ALY - BRI p T, % BREGRK,
RBEROTA N 3 ERBPELS - BREPIEF - BREJFRPF L ERE] 4

H 7 o

[ Payoff]

- B AEDE RIS

C, =max| ¢(S K, T,)-K,,0] -

19 ¢(S,KLT,) 2 enf ez e S 5 henf enheanF 22 40 K 3 henf 2

k> T, ik p g2 Pmr > K2 E 29 -

FIE R R AR S
R, =max| K,~¢(S,K,T,),0] -

§AEOT EIRE S
C,=max| p(S',K,,T,)-K,,0] -

§AEenp B s
P, =max| K, - p(S,K,T,),0] -
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[ Current Value/Mark to Model]
B - B P AP ERDEELE B - BRSPS ERE (FEOEIE) 252D E:
Sie ™M (a, b T T,) - Koe ™M (8, b, T/ T,) —e KN (3,)

o - IN(S,/S)+(r—-q+0*/2)T,

Ja,=a-oyT
e a,=a-0\T,

_In(§/K,) +(r-q+0°/2)T,

by o b, =h-oT,

Mz ~diwsop  SETRENTAZ G 2 rBERETEE K - 1 3

P2 - @R R Y L ES

K, ™M (=a,,b,; T,/ T,) - S M (-a,,b;—{[T, /T,) + & "K,N(-a,)
- BRSO LA

K,e ™M (=a,,~b,;\[T,/T,) — S M (-a,—b;\T,/T,) —e "K,N(-a,)
- BRSO B ES

S "M (@, ~bi—T/T,) - Koe M (8, -y, /T,) + € TK,N(@,)

w2 5% iz 45 Black-Scholes model -

[#% & ¢4£]) currency forward * =ik ¥ £ 4

[ &2k])

NG EFEBEY FUOTREE AP TORAE D PTG RE S RTIER
[ Payoff]

_ (r—re)T
Fo=Se
Fo:ragpamg, S :rpamgfe rt 2RERGTIF > r, P RERGF
TR SR

FHF LG (e imF) S Kagpzyizwe o plEp s Fp-K o
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[ Current Value/Mark to Model]
- BHETHR (F) S K TEIHO R T 98 £ 5

f=(F,—K)el™T

[ & 4] w4 »if 48 g (deferred start option)
(GREEEY

ERBAA KT BREEAE o B2k A PR A F T i F (el et

B & A E PR R - FEY o

[ Payoff]

SRR

Payoff= Max(S; —aS,0) -

Wik ony g

Payoff= Max(a§ - S;,0)

St HHEEE TP ot AREFEFA<T) a§ tAREMmLATOR O a i

¥ i

[ Current Value/Mark to Model]
R4 AT R

c=S* | e TIN(d,)-ae"TIN(d,)| -
CEER S
p=Se*| e TIN(-d,)-e""IN(-d,)| -

_In(Ya)+(r-g+0*/2)(T-1) ' dy=d,—oT -t -
- Tt C

# o d,

S=#r 4= {2 1

s 2 3V iz Black-Scholes model -

[ & 4] B € Fa:%##(double barrier option)
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[Feasa] 2EBEETTS BREMR (A2 7)), [ "ffﬁc@”ﬁp’r‘%%ﬁiﬁ% (i~ &
2h)
[ Payoff]

AR TR R
c(SU,L,T)=max(S—-K,0) » #5#2 4% L<S<U
c(SU,LT)=0 #sp2nigs S<L&S2U
AR T f R

P(SU,LT)=max(K—-S,0) » #5i#2 s4% L<S< U
P(SU,LT)=0 52 %% 5

St it U paammt 'L B ealm@m T T oy p K hghi

[ Current Value/Mark to Model]
R LS 7 2 [ g -;E

- SEZ{( HJM[LJM[N(Q)—N(dz)]—(bn:s}%['\l(ds)_N(d4)]}

v S (8 Tola-ev)-wfe o] g [l o) w(-o

- In(SUZ/KL")+(r—q+0?/2)T 4= In(SU/FL*")+(r-q+0%/2)T
o T o T

; _In(L2“+2/KSlJ2")+(r—q+az/2)T | _In(L2”+2/FSU2”)+(r—q+az/2)T
- " e T

2| 0,—n(o,-0. - 2| 0. 0,—0.
P Lo el P C et B o Sl el V) Y
(o) O (o)
F=Ue”
O~ 0,5 tAUBTHRL G A -
AR T R
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oo S 8 DTt o)
= 218 v (5 oo

In(SU/EL)+(r-q+0%/2)T _In(SU/KL?)+(r-a+0%/2)T
Y= O'\/? T Yo = O'ﬁ

In(L*"?/ESU")+(r —q+0°/2)T In(L*"2/KSU™)+(r—q+0°/2)T
Yz = O'\/-F T Ya T O'ﬁ

E=LexT
s 3¢ iz 3 Black-Scholes model -

d- RO PR - AR HEE FE R § EfEE(call warrant) @ 2 P AL aE

To X)PE© U5 FATIRS S0 L o

[ Payoff]

e T VN s S LS
N+M,

RIS

Nt Rd2@imd aohide S EEIY LY K Ot MR Ao

Yo FH-EHEY PEE Pk i

[ Current Value/Mark to Model]

PR Wo Rl EE S - DA e 5 3}+(h£)wi%”;“ ¥ N6

N+M,
=W = Ny S W [N(d Ke""N(d
7T N ) { +(Wj } ( 1)— e ( 2) ’
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o 2] o

d, = O'C\/-T ’ dzzdl_o-cﬁ

Oc © AP RME SRS R (5055 )

31 7] s T W We

p 2 3viz 3 Black-Scholes model -

[7 & 4] 2% & 9 (Forward)
(GREEEY |

Lagm s e Ak APt i FEdi a2 P LR Lapgs 523 -
248 R A A EARPERIE LR QHAFT A D AR A AL A

PET o RIPE AR HTE -

Lagi/in b 5 &)

# & (Futures)

[ Payoff]
# %l-.. T%' ’Fév Ft’-l— — Ser(T—t)
S immEtamE g r P PeES T 5pp

FEIOLRRIKLED QI - plEFEp L R -K o

[ Current Value/Mark to Model]
- BHEHRE K THINDPDRD AR RS

f=(F-K)e™

[% & ¢4]) 2% 115 = 2 (Forward rate agreement)

GEREEE D
BHF R TARF GRS ARA K- BPRR LA Z L0 22020 BEL 2 137 Y

TAKPEEAF R R LB LD AL CHHPILLFABE o o
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[sgiu/4p 7 &)

# b 915 # = (Futures rate agreement)

[ Payoff]
Payoff= Lx(R, —R:)xT
R :&#xnzomaflF > R+ £%41% > &% 5 Euribor # & LIBOR- L : & i&

T : 295539 F

[ Current Value/Mark to Model]
- BHTRRE K TEIH R FI5E 215
V=Lx(R —R)xTxe "'

(RS IEARURIE R F S WS SN S T

[ & 4] # <% 5% 4 (Guaranteed exchange rate option)
(GREEEY |

A fE#E(LF 745 Quanto option ® 5 i b E B AR AT AR R 0 2 RS

HRART § g SRR T U ABRT ARTEAFAR 2§ RBIT ARED G -

[ payoff]
C=Xmax(S-K,0)
Cralfp i AP faPfeant BRE T, X i seaes

St FIHFFRRE B, K R R

[ Current Value/Mark to Model]

C=X[Sxe" "™ TN(d,) - K xe ™" N(d,)

Og * "RRERES, oy P ARRIRAES, p I FTAFREANBIZF g i
Fe D RIS, re 2R{IF; g %L

st o3¢ iz gy Black-Scholes model
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[# & & 4] Hindsight option ¥ & % # ¢

(

T ]

==
et

g
¥

IIQ—

kY
V'
-

#E £ $# ## (lookback option) -

Y
-

[ payoff]
Cfixed = maX(Q Smax - X) Pfixed = maX(Q X - Smin)
Ciox =Max(0,S— Poa =mMax(0,S,, —S)

float mm)

Civea: AZB OB AT G E; Cup: FEHIOF NG BHE;

o

Yxed: AEXBAOB TG EY E; By FRhOR AN B E;
S: ERWIPPHRDT AN, St WRPEFR - FHT AR G H

Sint GERBEP > T ABNHHE, b BB G ISR L

min *

[ Current Value/Mark to Model]

pou =S N(@) - S8 TN(@) + ST "b[<§) NCa s 2 e N

_ In(S/Smm::/(?b+02/2)T, oo —oT

C

o = o€ TN(,) — SEPITN (- bl)+Se”—[ (Sm—w N+ 22T) + €N ()

bl_ln(S/SmaX)+(b+02/2)T
B oT

Coeg = ST N(d )-Ke"N(d,)

 b,=b -oJT

+Se”"[(§) N(d, ——f T)-&"N(-d,)]

2b
In(S/K +(b+02/2)T

d, = ( )aﬁ ,d,=d —oJT

if K<S_,

flxed =€ 3 (Smax - K)

+S"N(e) - S € " N(e) + S

rTO-

b (—) o N( ——f)+ebTN(q)]

IN(S/S)+b+a?/T
= e, =g -oT
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rTO'

P, = KETN(-d,) - S*""N(-d,)) + Se” K )”PM d+——J_) e"N(-d,)]

If K >Smin
Pflxed _e_rT _Smin _$(b_r)TN(_ f1)+$~nine_rTN(_ fz)
rT G 2b oT
2b[(s—) N( f,+ f) & N(-1)]
In(S/S,,)+{b+0 /2)T e
- S e

#2 3V iz Black-Scholes model

f,=

- 202 -

K:\4261798\00009\42036_YHC\42036020JS




[K&L Gates 4~ fp » i34 ]

[# 5 #4£) 915 2 # (Interest rate swap (IRS)

S FATRLAAREERERKELGLDLD AEPAL IR TI A AL RE A 2P

g P v SRR A A AR R RN R BB LD A Al 2 A .

[ payoff]
A AR TR A A= Ly
AHRE R L EEE=LX,

[ Current Value/Mark to Model]
the swap value= C(1- ) d,P(T,,T)))
j=1

dJ = rfiXed5l J =11'--|n_1and dn =1+ rfiXGJ5

P(To,T)) 51 p 2 Ty eh® Lif $ehin i

O:FBRREM, n: i, C: 2 4

[ & 4] Feixdql5 F % (Inverse floater)

Fir FBALANFFE ST PFEF 2 FBJF)FEEFF T 243 Tedla

114 4 s o

[ payoff]
g yesafli: | =Bx(R-r)

R: gxaxfIF; i PRRtHsL 1S, Biiprsg
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[ Current Value/Mark to Model]

<« Bx(R-T) F
P"_; @)y @rry

R peamian0ogE, R 9LaAL S,  PRRtOEIHEF,; rn 03 L q

s

[7 & 4] = & % 3% #(Joint option)

(GREEEY |
A ¥ 4% Qunto option » e A (L ¥ 45 % FAp ) L AR R 0 A RN HLRFER
# (Guaranteed exchange rate option)# & ¥ 2t 4 X = i FE T k » @ £ p|Hp

MRF R TE RS SR S FRBEEREIR G o

[ payoff]
C=max(X,;S-K,0)
C:oHPIEP R GaRIRER i, X, TP ", SIHYRFFPRRE G

K:WNE%?&@%&%;GMSi%#%ﬁﬁﬂﬁﬁﬁﬁ%%ﬂﬁ

[ Current Value/Mark to Model]

C=X,Sxe N(d,)- Ke "N(d,)
p=Ke "N(-d,) - X;Sx N(~d,)

X:S Oy s2
In(*T>0) + (r + T/)T
d, = AGXTS . 2 dy=d, -0, VT

s 2 5% izdyp Black-Scholes model % &

™
==
A
e
=1
D
b
=
Gy
-4
T
~~
—
(@)
le)
=
o
Q
0
Q
(@]
o
(=
[e)
=]
A

FARER LI F - BRSO LI P T LS QWU s AR E R - BRI
Flenfl e § = o 40T 32:F 3% 8 (average option)- # > 2 B 7 v EF & g #
B IS (& m)mw ARE R O - Bl R g EREOEPLF AL P 9y

P E B B(HE B AR)S LA MBI AR) A 3 LR R BT henin g o S EE R
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FALR R & - EE R (el § BRI E { HE R R TR R e

Hid o

[ payoff]

C=(5,2x"K)

Smax : EHPAPTAG LR T PhF N, K ha

[ Current Value/Mark to Model]
TR wAEREOR EL

2
o)

2(r-q)

2

N (_ai) - Smine_rt|:N (az) - Z(ro-_ q) eTl N (as)

Se " N(a,) - Se ™

# v
8- In(S,/S,,,)+(r—q+oc’/2)T
T

a,=a,—ovT

8, = IN(S, / Sin) + (-1 +q+0%12)T
T
+(r—q+0°/2)In(S,/ Syin)
2
(o}

Spin LI EP AL B KT AR - Av R RPEEP > S, =S -

Y1=

B g e s
2

o
2(r -q)

2
O

2(r - q)

S| N(B) - e"N (_b3)} +Se " N(-b,) - S,e™" N(b,)

He
b, = IN(S,../S,)+(~r+q+c?/2)T
- oNT

b, =bl—ax/?

b, - IN(S,../S,)+(r—q-c°12)T
- oT
_20-9-0"12)In(S; [ S)

2
(o}

Y2
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Sia 5 FIFER 2 b PBFFARE - bR EPEFD 0 S =S ¢

max

poo 3V iz Black-Scholes model

[% & 4] % £ 4 (Spread Option)

(7 &2&]

RhEaod ia BB FTAAFFACIYER 2 R et L g

[ payoff]
C=max(F, -F,-K,0)
p=max(K-F +F,-0)

[ Current Value/Mark to Model]

c=max(F, — F, - K, 0)=max (——2—~1,0)* (F, + K) =(F, + K){e " [FN(d,) - N(d,)]}
(F,+K)
l:l

p:max( K - Fl + Fz—,O):max (1—m

,0)* (F, + K) =(F, + K){e"T[N(~d,) - FN(-d))]}

Ho

d,

IN(F)+(c?/2)T F 2 F, o F
= d,=d-cJT,F=—1 5= + 2 -2 2
oJT 2=5R79 F,+K o=, e (F2+K)] po-lo-z(FerK)

Fos-fpizant B 8- @hizaniK: hapi, T EREINDER, 0,
Fo YRR OOGRAS S 0, B Y P RO RAEI 0 A D[ HipH ik

#o2 3V iz Black-Scholes model

[ & & 4] 3% E & #(Swaption)
RSk
REERRLLT | AP UEET T LR R DR R (OTC)E R A 5 4

&1 vfg 2 # i€ # # (payer swaptions; £ & B 4] F ) e 4 B~ —‘F,*‘ 2 # i # # (receiver

S

swaptions; jc B~ H 241 5) -

4
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[ payoff]

1 mn

A LHEREER C EZmax(Sﬁ -K,0);
i=1
1 mn

TP ¥ L E R R AR P EZmax(K—Sﬁ,O)
i=1

#29 Ti=T+|—
m

[ Current Value/Mark to Model]

-2
@+—)wm
c= —Fm * e T[FN(d,) — KN(d,)] ;
-
(L+—)¥™
p= —Fm * e T[KN(-d,) - FN(-d,)]
H v
2
dlzln(F/K)+(o- /2)T’d2:dl_aﬁ

oJT
Co AHF R HEREN &, Pr el F A ERREY & B2 NP FRhi oo
B P FRK B ERE S NPT TREREIY P o @A L HGRAS I M=#H

TR EIES 3

#o2 3V iz Black-Scholes model

4] % 4% # (Vanilla option)

]
==
i

:’]
| B 4

]
==
i
/ﬂ}
Ih-T

=
T
E
&

AR ARG o gl w0 S Edpd Al F 2 SR ET Tl

~=h
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[sgiu/4p 7 &)

i 4p #iiE # 48 (Stock index option)

[payoff]
® i fEic = max(0,S —K)
Fif E:p = max(0,K-S;)

[ Current Value/Mark to Model]
c=S,N(d,) - Ke "N(d,)
p=Ke "N(-d,) - S,N(-d,)

L IS0 )+ (r+9 )T

1

o~NT
.- (o) +(r =9 4)T o
o~NT

Swang;Tizanyp , Kihgg#h, rigr ez oonipms i, N REF
ARBFoRSEGCHES R, PSR

L -\

s 3V iz Black-Scholes model

™=
=
el
e

fi] & 4R i 45 2 (Worst-of option)

Ao BEEE HAEpd - FORE Al ARE L - B ke

[ Payoff]
BR - BERERAF DL L 0 BARE .S, 0 WY FEEMS TG

Pi,Pz2,..,Pns Pz g g g o8 p cndepiez PP, Pn(M>1) 4 B -

m=2 p¥ > g5 § # cimax[min( S, S,)-K,0]; % # # p: max[K-min(S,S,),0]

- 208 -

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fg » # &31#]

[ Current Value/Mark to Model]
Bk - BEREOREDOS L N BRES,S,..,§ Y ERP ]IS

Pi,P2,.,Po piz g zg g p adppe PPz, Pe(M>1) 4 B - 5% m=2>

Al

C= qe(brr)TM (y17_d; _pl) + Sze(bfr)TM (yzi d- G\/-]_—; _pz) -Ke'™™M (yl - 01\/-]_—’ Y~ Gzﬁ; p)

p= Ke_rT —Ciin (Sl’ SL’O!T) +Cmin(SJ SA’ K’T)

He

d |n(§/32)+(bl—b2+0'2/2)-|—_y IS /K)+ (0 +07 12T . IS, /K)+(b, +07/2)T
e
o-:\/o-l.2+o-22_2po-lo-2;p1: % —6,002 P2 = 22 —6,00'1

S:%-#7F4;S: $-mFA;b:FASHET SAh: FAS A A piITA
S Sk tal; M(ab; p) iz 88 ¥ s 344

#2538 ik Black-Scholes model

[ Payoff]
wE f#:c = max(0,S; —K)
wi'd fip = max(0,K-S;)
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[ Current Value/Mark to Model]
c=S,N(d,) - Ke""N(d,)
p=Ke' N (-d,) - §,N(-d,)

L (o) +(r +°4)T

! o~NT

. (S0 )+ (r =9 24)T o
o

K—->0

Swing;Tizandp, Kihght, righ sfls;

A A el CRN R PR §

poo3v iz Black-Scholes model

o i kg R N(X) DR o
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10. Classll 2 Classlll z. VaR } "2z 3= 3%

ForClassll, % =8 & & VaR 1} "2z £
Bz idEpwmnikiasdzr VAR B> L RIFEHE VaR 217
S K

Sepl: 2 EpmRPEFALE5 442 1-Day 99% VaR.
FURE G T 0 LD B E B2 BN RS S E A (692 A
£). - VaR A 5 FI(2 W 1)

Step2: 3t & ~dp 1-Day99% VaR & S4pit " # § 1-Day 99% VeR
8 S p 1-Day 99% VaR : 4.07% (2§ 2)
= dpit " 9 § 1-Day 99%VaR : 57.33% (2 ] 3)

PFEH A4 ClassllVaR 2

mean(VaRyg)xRatio = 2.86%x14.09 = 40.2974%
He ,

mean(VaRye) = 2.86%
Ratio= (43: " ¥ | 1-Day 99%VaR/ / 4 7. f 1-Day 99% VaR

= 57.33%/4.07% ~ 14.09

692 4 3 £ » 1-Daily 99% VaR A fi
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B 1: 69244 £ 1-Day 99% Distribution

25

20+

15+

10+

— —t—

0 | | 1 1 |
-0.18 -0.16 -0.14 -0.12 -0.1 -0.08 -0.06 -0.04 -0.02 0 0.02

VaR distribution 4zif i3t &
mean = -0.0286

std =0.0162

max = 4.0451e-004

min = -0.1599

median = -0.0293
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Bl2: 5 a‘;, Daily Return Distribution

40

35+ B

30 B

25| .

15~ —

10+ B

0
-0.08 -0.06 -0.04 -0.02 0 0.02 0.04 0.06 0.08
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B 3: ~4pi7? # & Daily Return Distribution

3.5F R

2.5F R

151 R

-1.5 -1 -0.5 0 0.5 1 15
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11 wrg & A RS B bk BEA f7

Style Strategy

Equity Arbitrage

Fixed Income
Non-Directional ]
Relative Value

Convertible

Arbitrage

Investment apporach
The Equity arbitrage strategy is a
market neutral strategy that seeks to
profit by exploiting pricing
inefficiencies between related equity
securities.
Fixed income relative value is a market
neutral hedging strategy that seeks to
profit by exploiting pricing
inefficiencies between related fixed
income securities.
Convertible arbitrage involves
purchasing a portfolio of convertible
securities and hedging a portion of the
equity risk by selling short the

underlying common stock.

Merger Arbitrage

Event-driven

Distressed &

Opportunities

Merger arbitrage involves investments
in event-driven situations such as
leveraged buy-outs, mergers and

hostile takeovers.

This may involve reorganisations,
bankruptcies, distressed sales and
other corporate restructurings.
Investments may be made in bank
debt, corporate debt, trade claims,
common stock, preferred stock and

warrents.

Directional

Equity Hedge

Commodity

Trading

These hedge funds consist of a core
holding of long equities hedged at all
times with tactial short sales of stocks

and/or stock index options.

Managed futures funds take long and

short positions in liquid financial

-215-

K:\4261798\00009\42036_YHC\42036020JS



[K&L Gates 4~ fp » i34 ]

Association (CTA) futures such as currencies, interest
/ Managed rates, stock market indices and
Futures commodities.
Macro managers employ a "top-down"
global approach to forecast shifts in
world economies, and make leveraged
Global Macro investments on anticipated price

movements of stock markets, fixed
interest securities, interest rates,
foreign exchange and physical

commodities and derivatives.
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% For precise definitions , Ref. to Jenher Jeng, 2007, “Portfolio Performance in Global Dynamic Asset Allocation” , G5
Working Paper.
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% Jenher Jeng, Wei-Fang Niu, Meng-Yu Lee and Ming-Chi Chang, 2005, " A Canonical Satistical Framework for Exploring
Dynamics of Monetary Policy Decision-Making.”, G5 Working Paper.

Philippe Jorion and William N. Goetzmann ,1999, “Global Stock Markets in the Twentieth Century” , Journal of Finance Vol.
54,1999 PP953-80.

% \\orld Economic and Financial Surveys, World Economic Outlook . September 2006 , IMF.
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Wei-Fang Niu , Shih-Shan Lin, Ming-Chi Chang and Ya-Chun Hsiao, 2007, “High-Yield Anomaly” , G5 Working Paper.
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