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This second edition, now featuring new material, focuses on the valuation
principles that are common to most derivative securities. A wide range of
financial derivatives commonly traded in the equity and fixed income markets
are analysed, emphasising aspects of pricing, hedging and practical usage. This
second edition features additional emphasis on the discussion of Ito calculus and
Girsanovs Theorem, and the risk-neutral measure and equivalent martingale
pricing approach. A new chapter on credit risk models and pricing of credit
derivatives has been added. Up-to-date research results are provided by many
useful exercises.
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Editorial Review

From Publishers Weekly
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Copyright© Reed Business Information, a division of Reed Elsevier Inc. All rights reserved.

Review

From the reviews of the second edition:

"Mathematical Models of Financial Derivatives is a … comprehensive collection of known facts and
techniques, as well as a methodologically thought-through textbook on derivative pricing in financial
markets. The book is written both for a novice who will profit from its numerous and well-conceived
exercises, and a practitioner who wants to brush up on finer points of the classical pricing theory behind a
specific financial product. … it will certainly attract many a non-mathematician with an interest in
quantitative methods in finance … ." (Gordan Žitkovic, The Mathematical Association of America, March,
2009)

"This book is written mainly as a textbook of modeling on derivative pricing theory for the students in
financial engineering, computational finance etc. It provides basic knowledge of mathematical theory and
applications of the financial derivatives. … This book can also be used as an Instructor’s Manual of
reference of those in financial institutions." (Gong Guanglu, Zentralblatt MATH, Vol. 1146, 2008)

From the Back Cover

Mathematical Models of Financial Derivatives is a textbook on the theory behind

modeling derivatives using the financial engineering approach, focussing on the martingale pricing principles
that are common to most derivative securities. A wide range of financial derivatives commonly traded in the
equity and fixed income markets are

analyzed, emphasizing on the aspects of pricing, hedging and their risk management. Starting from the
renowned Black-Scholes-Merton formulation of option pricing model, readers are guided through the text on
the new advances on the state-of-the-art derivative pricing models and interest rate models. Both analytic
techniques and numerical methods for solving various types of derivative pricing models are emphasized.

The second edition presents a substantial revision of the first edition. The continuous-time martingale pricing
theory is motivated through analysis of the underlying financial economics principles within a discrete-time
framework. A large collection of closed-form formulas of various forms of exotic equity and fixed income
derivatives are documented. The most recent research results and methodologies are made accessible to
readers through the extensive set of exercises at the end of each chapter.

Yue-Kuen Kwok is Professor of Mathematics at Hong Kong University of Science and Technology. He is



the author of over 80 research papers and several books, including Applied Complex Variables. He is an
associate editor of Journal of Economic Dynamics and Control and Asia-Pacific Financial Markets.

Users Review

From reader reviews:

Faye Wilson:

Book will be written, printed, or highlighted for everything. You can recognize everything you want by a
book. Book has a different type. As we know that book is important factor to bring us around the world.
Beside that you can your reading proficiency was fluently. A publication Mathematical Models of Financial
Derivatives (Springer Finance) will make you to possibly be smarter. You can feel far more confidence if
you can know about anything. But some of you think which open or reading a book make you bored. It is not
make you fun. Why they can be thought like that? Have you trying to find best book or suited book with
you?

Bobby Townsend:

You could spend your free time to see this book this publication. This Mathematical Models of Financial
Derivatives (Springer Finance) is simple to deliver you can read it in the park, in the beach, train and also
soon. If you did not have much space to bring often the printed book, you can buy often the e-book. It is
make you simpler to read it. You can save the particular book in your smart phone. Thus there are a lot of
benefits that you will get when one buys this book.

Ronald Hill:

A lot of guide has printed but it is unique. You can get it by net on social media. You can choose the best
book for you, science, amusing, novel, or whatever by searching from it. It is referred to as of book
Mathematical Models of Financial Derivatives (Springer Finance). You'll be able to your knowledge by it.
Without departing the printed book, it can add your knowledge and make a person happier to read. It is most
crucial that, you must aware about publication. It can bring you from one place to other place.

Wesley Jerkins:

Some individuals said that they feel bored when they reading a book. They are directly felt the item when
they get a half parts of the book. You can choose the actual book Mathematical Models of Financial
Derivatives (Springer Finance) to make your own reading is interesting. Your own personal skill of reading
skill is developing when you including reading. Try to choose basic book to make you enjoy you just read it
and mingle the idea about book and reading through especially. It is to be 1st opinion for you to like to
available a book and read it. Beside that the publication Mathematical Models of Financial Derivatives
(Springer Finance) can to be a newly purchased friend when you're truly feel alone and confuse using what
must you're doing of the time.
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