
 



• replicate the payoff of various securities using self-financing portfolios;  
• construct continuous-time models for security prices; 
• price securities by risk-neutral valuation and by no-arbitrage;  
• understand implied volatility, surface andvarious volatility models;  
• price and hedge equity options using Black-Scholes in a continuous-time framework;  
• simulate stochastic processes using Euler discrertisation; 
• generate MonteCarlo simulation for option pricing; 
• explore stochastic interest rate models and Bond pricing. 
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Week Dates Topic Delivery Mode (by 
Prof. Escobar-Anel) 

Test Due. 

1-2 Sept 6 – 17 Probability, Random Variables, 
Stochastic processes 

In-person  

3 Sept 20 – 24  Quadratic Variation, Brownian 
Motion 

In-person  

4 Sept 27 – Oct 1  Martingales In-person  

5 Oct 4 – 8 Ito Integral In-person A1 due 

666ct6







https://www.uwo.ca/univsec/pdf/policies_procedures/section1/mapp113.pdf, 

the centrally administered e-mail account provided to students will be considered the individual’s 
official university e-mail address.  It is the responsibility of the account holder to ensure that e-mail 
received from the University at his/her official university address is attended to in a timely manner. 
 
Students are allowed to use a non-programmable calculator on quizzes, midterms, and the final exam 
 


