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This book is an elementary introduction to the basic concepts of financial mathematics with a central focus
on discrete models and an aim to demonstrate simple, but widely used, financial derivatives for managing
market risks. Only a basic knowledge of probability, real analysis, ordinary differential equations, linear
algebra and some common sense are required to understand the concepts considered in this book.

Financial mathematicsis an application of advanced mathematical and statistical methods to financial
management and markets, with a main objective of quantifying and hedging risks. Since the book aimsto
present the basics of financial mathematics to the reader, only essential elements of probability and
stochastic analysis are given to explain ideas concerning derivative pricing and hedging. To keep the reader
intrigued and motivated, the book has a‘sandwich’ structure: probability and stochastics are givenin situ
where mathematics can be readily illustrated by application to finance.

The first part of the book introduces one of the main principlesin finance — ‘no arbitrage pricing’. It al'so
introduces main financial instruments such as forward and futures contracts, bonds and swaps, and options.
The second part deals with pricing and hedging of European- and American-type options in the discrete-time
setting. In addition, the concept of complete and incompl ete markets is discussed. Elementary probability is
briefly revised and discrete-time discrete-space stochastic processes used in financial modelling are
considered. The third part introduces the Wiener process, Ito integrals and stochastic differential equations,
but its main focus is the famous Black—Scholes formula for pricing European options. Some guidance for
further study within this exciting and rapidly changing field is given in the concluding chapter. There are
approximately 100 exercises interspersed throughout the book, and solutions for most problems are provided
in the appendices.

Contents:

o Historical Remarks
- Financial I nstruments and Arbitrage:
o Preliminary Examples
o Forwards, Futures and Arbitrage
o Bonds and Swaps
o European Options
o Problemsfor Part |
- Discrete-Time Stochastic Modelling and Option Pricing:
» Binary Modd of Price Evolution
» Elements of Probability Theory
- Discrete-Time Stochastic Processes
o Multiperiod Binary Tree Model
= Complete and Incomplete Markets
= American Options
o Problemsfor Part 11
- Continuous-Time Stochastic Modelling and the Black—Scholes Formula:
= Connection to 'Reality’
o Probabilistic Model for an Experiment with Infinitely Many Outcomes



» Limit of the Discrete-Price Model and Price of a European Option in the Continuous-Time Case
» Brownian Motion (Wiener Process)

« Simplistic Introduction to Ito Calculus

o Problemsfor Part 111

o Further Study

= Appendix: Solutions

Reader ship: Undergraduate and postgraduate students taking a course in financial mathematics.
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From reader reviews:
Steven Campbell:

The event that you get from Introductory Course on Financial Mathematics is a more deep you looking the
information that hide into the words the more you get interested in reading it. It doesn't mean that this book
is hard to be aware of but Introductory Course on Financial Mathematics giving you joy feeling of reading.
The writer conveys their point in selected way that can be understood through anyone who read the idea
because the author of this guide is well-known enough. That book also makes your own personal vocabulary
increase well. It is therefore easy to understand then can go with you, both in printed or e-book style are
available. We recommend you for having this kind of Introductory Course on Financial Mathematics
instantly.

Molly Maldonado:

This Introductory Course on Financial Mathematics tend to be reliable for you who want to certainly be a
successful person, why. The key reason why of this Introductory Course on Financial Mathematics can be
among the great books you must have is definitely giving you more than just ssmple looking at food but feed
anyone with information that perhaps will shock your earlier knowledge. This book is handy, you can bring
it everywhere and whenever your conditions both in e-book and printed types. Beside that this Introductory
Course on Financial Mathematics forcing you to have an enormous of experience like rich vocabulary,
giving you demo of critical thinking that we realize it useful in your day activity. So, let'shaveit and revel
in reading.

Mar shall Jackson:

A lot of people always spent all their free time to vacation or perhaps go to the outside with them loved ones
or their friend. Do you realize? Many alot of people spent they will free time just watching TV, or even
playing video games all day long. If you would like try to find a new activity that is look different you can
read abook. It isreally fun to suit your needs. If you enjoy the book that you just read you can spent the
whole day to reading a e-book. The book Introductory Course on Financial Mathematicsit is extremely good
to read. There are alot of those who recommended this book. These folks were enjoying reading this book.
In case you did not have enough space to create this book you can buy typicaly the e-book. Y ou can mOore
very easily to read this book from your smart phone. The price is not very costly but this book provides high
quality.

Aimee Buffington:

Do you have something that you prefer such as book? The guide lovers usually prefer to decide on book like
comic, limited story and the biggest you are novel. Now, why not striving Introductory Course on Financial
Mathematics that give your fun preference will be satisfied by simply reading this book. Reading routine all
over the world can be said as the means for people to know world a great deal better then how they react in
the direction of the world. It can't be said constantly that reading behavior only for the geeky man but for all



of you who wants to become success person. So, for all of you who want to start reading through as your
good habit, it is possible to pick Introductory Course on Financial Mathematics become your current starter.
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