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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 abasic 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 amain 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 given in situ
where mathematics can be readily illustrated by application to finance.

Thefirst part of the book introduces one of the main principlesin finance -- 'no arbitrage pricing'. It also
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 focusis the famous Black Scholes formulafor 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.

Readership: Undergraduate and postgraduate students taking a course in financial mathematics.
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From reader reviews:
Jamey Ainsworth:

Reading a book can be one of alot of activity that everyone in the world adores. Do you like reading book
consequently. There are alot of reasons why people enjoyed. First reading a guide will give you alot of new
data. When you read areserve you will get new information since book is one of a number of waysto share
the information or their idea. Second, examining a book will make a person more imaginative. When you
examining a book especially fiction book the author will bring you to definitely imagine the story how the
characters do it anything. Third, you may share your knowledge to other people. When you read this
Introductory Course on Financial Mathematics, it is possible to tells your family, friends and also soon about
yours publication. Your knowledge can inspire the mediocre, make them reading a e-book.

Christopher Forney:

Reading a book tends to be new life style on this era globalization. With reading you can get alot of
information which will give you benefit in your life. Along with book everyone in this world can share their
idea. Books can aso inspire alot of people. A lot of author can inspire their reader with their story or maybe
their experience. Not only the storyplot that share in the ebooks. But also they write about advantage about
something that you need illustration. How to get the good score toefl, or how to teach your kids, there are
many kinds of book which exist now. The authors these days always try to improve their proficiency in
writing, they also doing some study before they write for their book. One of them is this Introductory Course
on Financial Mathematics.

Michael Kendig:

The reason why? Because this Introductory Course on Financial Mathematics is an unordinary book that the
inside of the book waiting for you to snap the idea but latter it will shock you with the secret the item inside.
Reading this book beside it was fantastic author who write the book in such wonderful way makes the
content on the inside easier to understand, entertaining approach but still convey the meaning fully. So, itis
good for you for not hesitating having this any more or you going to regret it. This unique book will give you
alot of gains than the other book have such as help improving your talent and your critical thinking
approach. So, still want to delay having that book? If | ended up you | will go to the publication store
hurriedly.

Else Hawkins:

Reading a book to become new life style in this year; every people loves to study a book. When you read a
book you can get alot of benefit. When you read textbooks, you can improve your knowledge, due to the
fact book has alot of information upon it. The information that you will get depend on what sorts of book
that you have read. If you would like get information about your research, you can read education books, but
if you want to entertain yourself you are able to afiction books, these us novel, comics, along with soon. The
Introductory Course on Financial Mathematics will give you new experience in examining a book.
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