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To:
Rick Buy










From:
John Lavorato/John Sherriff
Department:
RAC






Subject:
Request for a Value-at-Risk Methodology Change
Date:
July 17, 2000

Methodology Change

Request to change methodology for calculation of the Forward-forward volatility used in the calculation of Value-at-Risk. This change will provide more stable and defendable Value-at-Risk results.

Suggested Methodology

The measure of forward-forward volatility will be calculated using historical curve data for the period of 20 business days, applying a 0.94 scaling factor to weight most recent data heavier.

Existing Methodology

The measure of forward-forward volatility is currently calculated from the volatility curves generated by traders.

RAC Comments:

Approvals:

Risk Assessment and Control: _______________________
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