
Unit MTH 316 Financial 
De rivative  Pricing - 1
Th is unit conce rns de te rm ining fair price s for de rivative  se curitie s.  It 
builds on th e  k now le dge  and te ch niq ue s de velope d in th e  Level 2 Unit 
Introduction to Inve stm e nts.

Le cture r: Doctor Andre w  Burbank s
De partm e nt of Math e m atics

In th is unit, w e  w ill be gin by re capping 
som e  of th e  m ate rial you w ill h ave  
alre ady m e t in th e  Level 2 unit on 
Introduction to Inve stm e nts.  W e  w ill talk  
about h ow  to de te rm ine  th e  value  of 
Europe an options at e xpiry, w ill 
introduce  th e  conce pt of Put-Call Parity, 
and w ill th e n go on to de rive  th e  Black -
Sch ole s partial diffe re ntial e q uation 
(PDE) w h ich  w e  w ill use  to price  options 
be fore  e xpiry in a varie ty of conte xts.

In addition to th e  le cture s and h andouts, 
you w ill be  e xpe cte d to supple m e nt your 
studie s by look ing at th e  lite rature , 
including th e  re com m e nde d book s.

Stude nts w h o are  inte re ste d in doing a 
final ye ar proje ct in th is are a sh ould find 
an are a th at th e y are  inte re ste d in and 
sh ould th e n spe nd a num be r of h ours in 
th e  library or on th e  inte rne t studying 
th at are a in orde r to find use ful m ate rial 
in th e  lite rature .

You sh ould find at le ast one  solid 
re se arch  pape r or book  ch apte r on th e  
topic you w ould lik e  to study and sh ould 
com e  up w ith  a sh ort w ritte n de scription 
of w h at you w ould lik e  to do.

At th is point, you sh ould approach  
som e one  w h o you w ould lik e  to be  your 
supe rvisor, and ask  th e m  w h e th e r th e  
m ate rial you h ave  colle cte d could form  
th e  basis for a proje ct.
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