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theory using fixed income instruments as examples, the chapter illustrates how risk measures such as standard deviation, Modified duration, VaR,
and expected shortfall can be calculated empirically and in closed form* Chapter 3 introduces the concept of diversification and illustrates how the
eFicient investment frontier can be derived - a Matlab is developed that can be used to calculate a given number of portfolios that lie on an eFicient
frontier, the chapter also introduces the CAPM* Chapter 4 introduces econometric tools: principle component analysis is presented and used as a
prelude to yield-curve factor models. The Nelson-Siegel model is used to introduce the Kalman-Filter as a way to add time-series dynamics to the
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