MTHXXXX  Stochastic Calculus and Introduction to No-Arbitrage Finance
4 SH

Course Description:

This course introduces no-arbitrage discounted contingent claims and methods of their optimization in discrete and continuous time for a finite fixed or random horizon.  The relation of no-arbitrage to the Martingale Calculus is established.  Stochastic differential equations and corresponding PDE describing functionals of their solutions are introduced.  Examples of contingent claims (such as options) evaluation including the Black-Scholes formula are presented.

Prerequisites:

Mathematical Statistics  and Probability 1.

Role in the program:

Elective.

