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The credit derivatives industry has come under close scrutiny over the past few years, with the recent financial crisis
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highlighting the instability of a number of credit structures and throwing the industry into turmoil. What has been
made clear by recent events is the necessity for athorough understanding of credit derivatives by all partiesinvolved
in atransaction, especially traders, structurers, quants and investors. Fully revised and updated to take in to account the
new products, markets and risk requirements post financia crisis, Credit Derivatives: Trading, Investing and Risk
Management, Second Edition, covers the subject from areal world perspective, tackling issues such as liquidity, poor
data, and credit spreads, to the latest innovations in portfolio products, hedging and risk management techniques. The
book concentrates on practical issues and develops an understanding of the products through applications and detailed
analysis of the risks and alternative means of trading. It provides. a description of the key products, applications, and
an analysis of typical trades including basis trading, hedging, and credit structuring; analysis of the industry standard
'default and recovery' and Copula models including many examples, and a description of the models' shortcomings;
tools and techniques for the management of a portfolio or book of credit risks including appropriate and inappropriate
methods of correlation risk management; athorough analysis of counterparty risk; an intuitive understanding of credit
correlation in reality and in the Copula model. The book is thoroughly updated to reflect the changes the industry has
seen over the past 5 years, notably with an analysis of the lead up and causes of the credit crisis. It contains 50% new
material, which includes copula valuation and hedging, portfolio optimisation, portfolio products and correlation risk
management, pricing in illiquid environments, chapters on the evolution of credit management systems, the credit
meltdown and new chapters on the implementation and testing of credit derivative models and systems. The book is
accompanied by anbsp;website which contains tools for credit derivatives valuation and risk management, illustrating
the models used in the book and also providing a valuation toolkit.

From the Inside FlapCredit derivatives "Geoff has pulled out all the stops to create the ultimate guide to OTC credit. A
fantastic introduction to structured credit combined with insightful analysis on the issues affecting the industry today."
Simon Mott, Head of Marketing, Credit Market Analysis "Practical, clear, useful and thorough ndash; the second
edition brings the book up to date and gives anyone with an interest in credit derivatives (investors, risk managers,
traders, senior management, auditors and control functions) a sound knowledge of the subject." Robert Baker, Reoch
Credit Partners "The first edition has become somewhat of a'must have' on the shelf of anyone interested in credit
derivatives. Unlike alot of his peers, Geoff Chaplin manages to write abook in away that is both easily accessible and
practically useful; and without economizing on the academic rigour. | found it both eminently readable and peppered
with realistic examples. Furthermore it challenges the reader to discover the intricacies of the credit derivative market
for themselves by providing them with industry standard tools. The new addition updates the reader on the more recent
developmentsin the credit derivative market; touching upon both the rationale as well as the math. | cannot
recommend it more highly!" Darren Smith, Head of Credit Structuring, WestLB A GFrom the Back CoverThe credit
derivatives industry has come under close scrutiny over the past few years, with the recent financial crisis highlighting
the instability of a number of credit structures and throwing the industry into turmoil. What has been made clear by
recent events is the necessity for athorough understanding of credit derivatives by all partiesinvolved in atransaction,
especially traders, structurers, quants and investors. Fully revised and updated to take in to account the new products,
markets and risk requirements post financial crisis, Credit Derivatives: Trading, Investing and Risk Management,
Second Edition, covers the subject from areal world perspective, tackling issues such asliquidity, poor data, and
credit spreads, to the latest innovations in portfolio products, hedging and risk management techniques. The book
concentrates on practical issues and devel ops an understanding of the products through applications and detailed
analysis of the risks and alternative means of trading. It provides. a description of the key products, applications, and
an analysis of typical trades including basis trading, hedging, and credit structuring; analysis of the industry standard
'default and recovery' and Copula models including many examples, and a description of the models' shortcomings;
tools and techniques for the management of a portfolio or book of credit risks including appropriate and inappropriate
methods of correlation risk management; athorough analysis of counterparty risk; an intuitive understanding of credit
correlation in reality and in the Copula model. The book is thoroughly updated to reflect the changes the industry has
seen over the past 5 years, notably with an analysis of the lead up and causes of the credit crisis. It contains 50% new
material, which includes copula valuation and hedging, portfolio optimisation, portfolio products and correlation risk
management, pricing in illiquid environments, chapters on the evolution of credit management systems, the credit
meltdown and new chapters on the implementation and testing of credit derivative models and systems.About the
AuthorGEOFF CHAPLIN studied mathematics at Cambridge (MA 1972) and Oxford (MSc 1973, DPhil 1975) and
trained as an actuary (FFA 1978) while working in alife insurance company. He moved to the City in 1980 and has
worked for magjor banks (including HSBC, Nomura International, and ABN AMRO). As a partner in Reoch Credit he
has consulted to law firms, hedge funds, corporate treasurers, institutional investment funds and risk control
departments of major banks in the areas of credit and mortality risk. He has been involved in the credit derivatives
market since 1996 and life settlements structures since 2003. Geoff has also maintained strong academic interests
ndash; he was a visiting (emeritus) professor at the University of Waterloo, Canada, from 1987 until 1999. He has also
published many articlesin Risk, the Journal of the Institute and Faculty of Actuaries, and others, speaks regularly at



conferences and is the author of Credit Derivatives: Risk Management, Trading and Investing (John Wiley Sons Ltd,
2005) and co-author of Life Settlements and L ongevity Structures: Pricing and Risk Management: Investment and
Structured Finance (John Wiley Sons Ltd, 2009).



