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The course information as follows may be subject to change, either during the session because of unforeseen
circumstances, or following review of the course at the end of the session. Queries about the course should be
directed to the course instructor.

1. 4L Course Title fTAEIESR 1) 15 52 4y Models and Pricing of Financial Derivatives
BiRE R .
2. 4%~ % Department of Mathematics

Originating Department

3. REES FMA307
Course Code

4.  FFE%4S Credit Value 3
5. REZ 4% 02i% Major Core Courses
Course Type
BRF
6. % #Z: Spring
Semester
FRES HEXiE English & Chinese
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Instructor(s), Affiliation&
Contact

(For team teaching, please list
all instructors)
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9. kN £/ 4 To be announced

Tutor/TA(s), Contact
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10. Maximum Enrolment
(Optional)
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Delivery Method Lectures |Tutorials Lab/Practical |Other (Please specify) |(Total
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SBERE. HEFIER MEZAL 5 4E 1T Probability and Statistics, M FFfit/Lid 72 Applied Stochastic Processes

Pre-requisites or Other| A g /7 - . S . .
Academic Requirements 1T EM& 7Y 75 72 Better to have finished the course: Partial Differential Equations

SRS HEZIMR
Courses for which this course
is a pre-requisite
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This is an introductory course on mathematical models, theories and methods of financial derivatives pricing.

ik 2 3 R Learning Outcomes
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After taking the course, the students should have a basic understanding of the pricing of financial derivatives under
various models by mathematical methods.
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Course Contents (in Parts/Chapters/Sections/Weeks. Please notify name of instructor for course section(s), if
this is a team teaching or module course.)
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BB WENAEMITAES (450
Part I. Introduction to Financial Derivatives (4 Credit Hours)
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Part II. Discrete-time model (9 Credit Hours)

The one period model, including model description, introduction to futures and options, portfolios and arbitrage,
contingent claims and risk neutral valuation.

The multiperiod (Cox-Ross-Rubinstein) model, conditional expectation and discrete-time martingale, European option
and American option.
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Part lll. Stochastic Integral (12 Credit Hours)

One-dimensional Brownian Motion and related process, martingales, stochastic calculus and the Ito’s formula.
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Part IV. Options pricing (11 Credit Hours)

Self-financing portfolios, the Black-Scholes-Merton pricing model, risk neutral valuation, volatility, etc.
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Part V. Exotic options (7 Credit Hours)

Introduction to barrier options, Asian options, lookback options, and exchange options, etc.
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Part VI. Implied volatility (5 Credit Hours)
Introduction to implied volatility, hedging, etc.

b R H e 2 %% 8 Textbook and Supplementary Readings

S Hb Textbook:

Options, Futures, and Other Derivatives (9th Edition), John.C.Hull, 2014, ISBN-10: 0-13-345631-5, ISBN-13: 978-0-13-
345631-8.
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2014.

A course in Financial Calculus, Alison Etheridge, 2002.

HAl 2% %kl Supplementary Readings:

Stochastic Calculus for Finance I: The Binomial Asset Pricing Model, Steven E. Shreve, Springer,2004
Stochastic Calculus for Finance II: Continuous-Time Models, Steven E. Shreve, Springer, 2004.
Mathematical Models of Financial Derivatives (2rd Edition), Yue-Kuen Kwok, Springer, 2008.
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PHETER P B TR SERERSGE AL BEL £
Type of Time % of final Penalty Notes
Assessment score
H &) Attendance 0
WEEAN 0
Class
Performance
VANIL 5 0
Quiz
PRIETH Projects 0
SRR 15
Assignments
£ 30
Mid-Term Test
HIRER 45
Final Exam
BRI
Final
Presentation
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Others (The
above may be
modified as
necessary)
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MA. +=%% %% Letter Grading

OB. —&Zid4r# GEM/AET) Pass/Fail Grading

B2t REVIEW AND Approval
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This Course has been approved by the following person or committee of authority




