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ECN 510: Mathematical Finance
Instructor: Professor Kao
Time: Tue & Thurs 11:30 – 12:50


Hinds 101
Office: Eggers 438 (443-3233)
Term: Spring 2004
email: cdkao@maxwell.syr.edu

Office Hours: Mon and Wed  4-5 

Web: web.syr.edu/~cdkao

Course Description

The purpose of this course is to provide an understating of elements of probability theory, stochastic processes and stochastic calculus and their applications. It is assumed that the student is familiar with calculus through partial differentiation and basic matrix operations (Ecn505), and statistics/probability/econometrics (ECN521 and ECN522).  
Textbooks

(P) Pliska, S. R. (1997), Introduction to Mathematical Fiance, Blackwell
(E) Etheridge, A. .(2002), A Course in Financial Calculus, Cambridge.
(M) Mikosch, T. (1988), Elementary Stochastic Calculus with Finance in View, World Scientific.
(W) Wilmott, P., Howison, S. and Dewynne, J. (1995), The Mathematics of Financial Derivatives, Cambdridge.

Grading 

The course grade will be determined by three exams (75%) and the class participation (25%). There will be a set of problem sets for you to practice at home and discuss in the class. 
Course Outline

Date


Topics



Readings

1/13
Introduction


E, Chapter 1; W, Chapter 1
1/15 1/20 1/22 1/27
Binomial Models


E, Chapter 2; P, Chapters 3-4
1/29  2/3 2/5 2/10

Probability Theory, Conditional
E, Chapter 2; P, Chapter 3; M, Chapter 1



Expectations, Martingales
2/12


Exam I


2/17 2/19 2/24 2/26 3/2
Brownian Motion 

E, Chapter 3; M, Chapter 1


3/4


Exam II


3/6 – 3/14

Spring Breaks
3/16 3/18 3/23 3/25
Stochastic Calculus

E, Chapter 4; M, Chapter 2
4/1 4/6 4/8 4/13 4/15
Stochastic Differential Equations
M, Chapter 3 



4/20 4/22 

The Black-Scholes Option Pricing
M, Chapter 4; W, Chapter 3; E, Chapter 5

4/27


Exam III
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