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Taking due account of extreme events when constructing portfolios of assets or liabilities is a key discipline
for market professionals. Extreme events are a fact of life in how markets operate.

In Extreme Events: Robust Portfolio Construction in the Presence of Fat Tails, leading expert Malcolm
Kemp shows readers how to analyse market data to uncover fat-tailed behaviour, how to incorporate expert
judgement in the handling of such information, and how to refine portfolio construction methodologies to
make portfolios less vulnerable to extreme events or to benefit more from them.

This is the only text that combines a comprehensive treatment of modern risk budgeting and portfolio
construction techniques with the specific refinements needed for them to handle extreme events. It explains
in a logical sequence what constitutes fat-tailed behaviour and why it arises, how we can analyse such
behaviour, at aggregate, sector or instrument level, and how we can then take advantage of this analysis.

Along the way, it provides a rigorous, comprehensive and clear development of traditional portfolio
construction methodologies applicable if fat-tails are absent. It then explains how to refine these
methodologies to accommodate real world behaviour.

Throughout, the book highlights the importance of expert opinion, showing that even the most data-centric
portfolio construction approaches ultimately depend on practitioner assumptions about how the world might
behave.

 The book includes:

Key concepts and methods involved in analysing extreme events●

A comprehensive treatment of mean-variance investing, Bayesian methods, market consistent approaches,●

risk budgeting, and their application to manager and instrument selection
A systematic development of the refinements needed to traditional portfolio construction methodologies to●

cater for fat-tailed behaviour
Latest developments in stress testing and back testing methodologies●

A strong focus on the practical implementation challenges that can arise at each step in the process and on●

how to overcome these challenges

“Understanding how to model and analyse the risk of extreme events is a crucial part of the risk
management process. This book provides a set of techniques that allow practitioners to do this
comprehensively.”
Paul Sweeting, Professor of Actuarial Science, University of Kent

“How can the likeliness of crises affect the construction of portfolios? This question is highly topical in times
where we still have to digest the last financial collapse. Malcolm Kemp gives the answer. His book is highly
recommended to experts as well as to students in the financial field.”
Christoph Krischanitz, President Actuarial Association of Austria, Chairman WG “Market Consistency” of
Groupe Consultatif
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From reader reviews:

Kathryn Bowen:

In other case, little individuals like to read book Extreme Events: Robust Portfolio Construction in the
Presence of Fat Tails (The Wiley Finance Series). You can choose the best book if you want reading a book.
Provided that we know about how is important the book Extreme Events: Robust Portfolio Construction in
the Presence of Fat Tails (The Wiley Finance Series). You can add understanding and of course you can
around the world by the book. Absolutely right, because from book you can learn everything! From your
country right up until foreign or abroad you can be known. About simple point until wonderful thing it is
possible to know that. In this era, you can open a book or searching by internet product. It is called e-book.
You should use it when you feel fed up to go to the library. Let's study.

Shannon Thompson:

Reading a book tends to be new life style in this era globalization. With reading you can get a lot of
information that can give you benefit in your life. Along with book everyone in this world may share their
idea. Ebooks can also inspire a lot of people. Many author can inspire their reader with their story as well as
their experience. Not only the storyline that share in the publications. But also they write about the
information about something that you need example. How to get the good score toefl, or how to teach your
sons or daughters, there are many kinds of book that exist now. The authors in this world always try to
improve their proficiency in writing, they also doing some study before they write with their book. One of
them is this Extreme Events: Robust Portfolio Construction in the Presence of Fat Tails (The Wiley Finance
Series).

Louis Chavez:

E-book is one of source of knowledge. We can add our understanding from it. Not only for students but
native or citizen want book to know the change information of year to be able to year. As we know those
publications have many advantages. Beside we all add our knowledge, could also bring us to around the
world. By book Extreme Events: Robust Portfolio Construction in the Presence of Fat Tails (The Wiley
Finance Series) we can acquire more advantage. Don't you to be creative people? To become creative person
must want to read a book. Simply choose the best book that ideal with your aim. Don't end up being doubt to
change your life at this time book Extreme Events: Robust Portfolio Construction in the Presence of Fat Tails
(The Wiley Finance Series). You can more inviting than now.

Lillian Trimmer:

Some people said that they feel uninterested when they reading a e-book. They are directly felt this when
they get a half portions of the book. You can choose the book Extreme Events: Robust Portfolio
Construction in the Presence of Fat Tails (The Wiley Finance Series) to make your own reading is
interesting. Your skill of reading expertise is developing when you like reading. Try to choose very simple



book to make you enjoy to study it and mingle the feeling about book and examining especially. It is to be
initial opinion for you to like to wide open a book and go through it. Beside that the book Extreme Events:
Robust Portfolio Construction in the Presence of Fat Tails (The Wiley Finance Series) can to be your brand
new friend when you're feel alone and confuse with what must you're doing of the time.
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