
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" and th e  Level 3 Se m e ste r 1 Unit "Financial 
De rivative  Pricing 1".
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In th is unit, w e  w ill develop furth e r th e  
k now le dge  and e xpe rtise  gaine d in th e  
Se m e ste r 1 Unit Financial De rivative  
Pricing 1.

In th e  first h alf of th e  unit, w e  w ill 
ge ne ralise  furth e r th e  Black -Sch ole s 
approach  to option pricing,  to e nable  us 
to de al w ith  m ore  com ple x type s of 
options.  Th e  first h alf w ill be  asse sse d 
by an e xam ination.

In th e  se cond h alf of th e  unit, you w ill 
le arn h ow  to pe rform  practical 
com putations and solutions of th e  Black -
Sch ole s e q uations.  Th e  se cond h alf w ill 
be  asse sse d by m e ans of course w ork .
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Unit MTH 317 Financial 
De rivative  Pricing - 2

Math e m atics is not a spe ctator sport: In 
addition to th e  le cture s and h andouts, 
you w ill be  be ne fit in your studie s by 
look ing in th e  lite rature , by atte m pting 
to de rive  for yourself all com putations 
and proofs se e n in th e  le cture s, and by 
atte m pting e xe rcise s  both  from  th e  
re com m e nde d book s and from  th e  
e xe rcise  sh e e ts th at are  distribute d 
during th e  le cture s and on th e  W e bCT 
site  for th e  unit.

Printe d note s w ill be  distribute d, but 
m ost stude nts do be tte r w h e n th e y 
cre ate  th e ir ow n note s, pe rh aps in 
sum m ary form .




