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Statistics for Finance develops students’ professional skills in statistics with
applications in finance. Developed from the authors’ courses at the Technical
University of Denmark and Lund University, the text bridges the gap between classical,
rigorous treatments of financial mathematics that rarely connect concepts to data and
books on econometrics and time series analysis that do not cover specific problems
related to option valuation. The book discusses applications of financial derivatives
pertaining to risk assessment and elimination. The authors cover various statistical and
mathematical techniques, including linear and nonlinear time series analysis, stochastic
calculus models, stochastic differential equations, It?’s formula, the Black–Scholes
model, the generalized method-of-moments, and the Kalman filter. They explain how
these tools are used to price financial derivatives, identify interest rate models, value
bonds, estimate parameters, and much more. This textbook will help students
understand and manage empirical research in financial engineering. It includes
examples of how the statistical tools can be used to improve value-at-risk calculations
and other issues. In addition, end-of-chapter exercises develop students’ financial
reasoning skills.
Stochastic Finance: An Introduction with Market Examples presents an introduction to
pricing and hedging in discrete and continuous time financial models without friction,
emphasizing the complementarity of analytical and probabilistic methods. It
demonstrates both the power and limitations of mathematical models in finance,
covering the basics of finance and stochastic calculus, and builds up to special topics,
such as options, derivatives, and credit default and jump processes. It details the
techniques required to model the time evolution of risky assets. The book discusses a
wide range of classical topics including Black–Scholes pricing, exotic and American
options, term structure modeling and change of numéraire, as well as models with
jumps. The author takes the approach adopted by mainstream mathematical finance in
which the computation of fair prices is based on the absence of arbitrage hypothesis,
therefore excluding riskless profit based on arbitrage opportunities and basic (buying
low/selling high) trading. With 104 figures and simulations, along with about 20
examples based on actual market data, the book is targeted at the advanced
undergraduate and graduate level, either as a course text or for self-study, in applied
mathematics, financial engineering, and economics.
Mathematical finance requires the use of advanced mathematical techniques drawn
from the theory of probability, stochastic processes and stochastic differential
equations. These areas are generally introduced and developed at an abstract level,
making it problematic when applying these techniques to practical issues in finance.
Problems and Solutions in Mathematical Finance Volume I: Stochastic Calculus is the
first of a four-volume set of books focusing on problems and solutions in mathematical
finance. This volume introduces the reader to the basic stochastic calculus concepts
required for the study of this important subject, providing a large number of worked
examples which enable the reader to build the necessary foundation for more practical
orientated problems in the later volumes. Through this application and by working
through the numerous examples, the reader will properly understand and appreciate
the fundamentals that underpin mathematical finance. Written mainly for students,
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industry practitioners and those involved in teaching in this field of study, Stochastic
Calculus provides a valuable reference book to complement one’s further
understanding of mathematical finance.
Publisher Description
Provides graduate students and practitioners in physics and economics with a better
understanding of stochastic processes.
Here is a rigorous introduction to the most important and useful solution methods of
various types of stochastic control problems for jump diffusions and its applications.
Discussion includes the dynamic programming method and the maximum principle
method, and their relationship. The text emphasises real-world applications, primarily in
finance. Results are illustrated by examples, with end-of-chapter exercises including
complete solutions. The 2nd edition adds a chapter on optimal control of stochastic
partial differential equations driven by Lévy processes, and a new section on optimal
stopping with delayed information. Basic knowledge of stochastic analysis, measure
theory and partial differential equations is assumed.
A step-by-step explanation of the mathematical models used to price derivatives. For
this second edition, Salih Neftci has expanded one chapter, added six new ones, and
inserted chapter-concluding exercises. He does not assume that the reader has a
thorough mathematical background. His explanations of financial calculus seek to be
simple and perceptive.
This textbook aims to fill the gap between those that offer a theoretical treatment
without many applications and those that present and apply formulas without
appropriately deriving them. The balance achieved will give readers a fundamental
understanding of key financial ideas and tools that form the basis for building realistic
models, including those that may become proprietary. Numerous carefully chosen
examples and exercises reinforce the student’s conceptual understanding and facility
with applications. The exercises are divided into conceptual, application-based, and
theoretical problems, which probe the material deeper. The book is aimed toward
advanced undergraduates and first-year graduate students who are new to finance or
want a more rigorous treatment of the mathematical models used within. While no
background in finance is assumed, prerequisite math courses include multivariable
calculus, probability, and linear algebra. The authors introduce additional mathematical
tools as needed. The entire textbook is appropriate for a single year-long course on
introductory mathematical finance. The self-contained design of the text allows for
instructor flexibility in topics courses and those focusing on financial derivatives.
Moreover, the text is useful for mathematicians, physicists, and engineers who want to
learn finance via an approach that builds their financial intuition and is explicit about
model building, as well as business school students who want a treatment of finance
that is deeper but not overly theoretical.
This compact yet thorough text zeros in on the parts of the theory that are particularly relevant
to applications . It begins with a description of Brownian motion and the associated stochastic
calculus, including their relationship to partial differential equations. It solves stochastic
differential equations by a variety of methods and studies in detail the one-dimensional case.
The book concludes with a treatment of semigroups and generators, applying the theory of
Harris chains to diffusions, and presenting a quick course in weak convergence of Markov
chains to diffusions. The presentation is unparalleled in its clarity and simplicity. Whether your
students are interested in probability, analysis, differential geometry or applications in
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operations research, physics, finance, or the many other areas to which the subject applies,
you'll find that this text brings together the material you need to effectively and efficiently impart
the practical background they need.
Modelling with the Itô integral or stochastic differential equations has become increasingly
important in various applied fields, including physics, biology, chemistry and finance. However,
stochastic calculus is based on a deep mathematical theory. This book is suitable for the
reader without a deep mathematical background. It gives an elementary introduction to that
area of probability theory, without burdening the reader with a great deal of measure theory.
Applications are taken from stochastic finance. In particular, the Black-Scholes option pricing
formula is derived. The book can serve as a text for a course on stochastic calculus for nonmathematicians or as elementary reading material for anyone who wants to learn about Itô
calculus and/or stochastic finance.
This book presents a concise treatment of stochastic calculus and its applications. It gives a
simple but rigorous treatment of the subject including a range of advanced topics, it is useful
for practitioners who use advanced theoretical results. It covers advanced applications, such
as models in mathematical finance, biology and engineering.Self-contained and unified in
presentation, the book contains many solved examples and exercises. It may be used as a
textbook by advanced undergraduates and graduate students in stochastic calculus and
financial mathematics. It is also suitable for practitioners who wish to gain an understanding or
working knowledge of the subject. For mathematicians, this book could be a first text on
stochastic calculus; it is good companion to more advanced texts by a way of examples and
exercises. For people from other fields, it provides a way to gain a working knowledge of
stochastic calculus. It shows all readers the applications of stochastic calculus methods and
takes readers to the technical level required in research and sophisticated modelling.This
second edition contains a new chapter on bonds, interest rates and their options. New
materials include more worked out examples in all chapters, best estimators, more results on
change of time, change of measure, random measures, new results on exotic options, FX
options, stochastic and implied volatility, models of the age-dependent branching process and
the stochastic Lotka-Volterra model in biology, non-linear filtering in engineering and five new
figures.Instructors can obtain slides of the text from the author.
Option Valuation: A First Course in Financial Mathematics provides a straightforward
introduction to the mathematics and models used in the valuation of financial derivatives. It
examines the principles of option pricing in detail via standard binomial and stochastic calculus
models. Developing the requisite mathematical background as needed, the text presents an
introduction to probability theory and stochastic calculus suitable for undergraduate students in
mathematics, economics, and finance. The first nine chapters of the book describe option
valuation techniques in discrete time, focusing on the binomial model. The author shows how
the binomial model offers a practical method for pricing options using relatively elementary
mathematical tools. The binomial model also enables a clear, concrete exposition of
fundamental principles of finance, such as arbitrage and hedging, without the distraction of
complex mathematical constructs. The remaining chapters illustrate the theory in continuous
time, with an emphasis on the more mathematically sophisticated Black-Scholes-Merton
model. Largely self-contained, this classroom-tested text offers a sound introduction to applied
probability through a mathematical finance perspective. Numerous examples and exercises
help students gain expertise with financial calculus methods and increase their general
mathematical sophistication. The exercises range from routine applications to spreadsheet
projects to the pricing of a variety of complex financial instruments. Hints and solutions to oddnumbered problems are given in an appendix and a full solutions manual is available for
qualifying instructors.
Since the publication of the first edition of this book, the area of mathematical finance has
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grown rapidly, with financial analysts using more sophisticated mathematical concepts, such as
stochastic integration, to describe the behavior of markets and to derive computing methods.
Maintaining the lucid style of its popular predecessor, Introduction to Stochastic Calculus
Applied to Finance, Second Edition incorporates some of these new techniques and concepts
to provide an accessible, up-to-date initiation to the field. New to the Second Edition
Complements on discrete models, including Rogers' approach to the fundamental theorem of
asset pricing and super-replication in incomplete markets Discussions on local volatility,
Dupire's formula, the change of numéraire techniques, forward measures, and the forward
Libor model A new chapter on credit risk modeling An extension of the chapter on simulation
with numerical experiments that illustrate variance reduction techniques and hedging strategies
Additional exercises and problems Providing all of the necessary stochastic calculus theory,
the authors cover many key finance topics, including martingales, arbitrage, option pricing,
American and European options, the Black-Scholes model, optimal hedging, and the computer
simulation of financial models. They succeed in producing a solid introduction to stochastic
approaches used in the financial world.
This book offers a rigorous and self-contained presentation of stochastic integration and
stochastic calculus within the general framework of continuous semimartingales. The main
tools of stochastic calculus, including Itô’s formula, the optional stopping theorem and
Girsanov’s theorem, are treated in detail alongside many illustrative examples. The book also
contains an introduction to Markov processes, with applications to solutions of stochastic
differential equations and to connections between Brownian motion and partial differential
equations. The theory of local times of semimartingales is discussed in the last chapter. Since
its invention by Itô, stochastic calculus has proven to be one of the most important techniques
of modern probability theory, and has been used in the most recent theoretical advances as
well as in applications to other fields such as mathematical finance. Brownian Motion,
Martingales, and Stochastic Calculus provides a strong theoretical background to the reader
interested in such developments. Beginning graduate or advanced undergraduate students will
benefit from this detailed approach to an essential area of probability theory. The emphasis is
on concise and efficient presentation, without any concession to mathematical rigor. The
material has been taught by the author for several years in graduate courses at two of the most
prestigious French universities. The fact that proofs are given with full details makes the book
particularly suitable for self-study. The numerous exercises help the reader to get acquainted
with the tools of stochastic calculus.
This book presents the texts of seminars presented during the years 1995 and 1996 at the
Université Paris VI and is the first attempt to present a survey on this subject. Starting from the
classical conditions for existence and unicity of a solution in the most simple case-which
requires more than basic stochartic calculus-several refinements on the hypotheses are
introduced to obtain more general results.
Since the publication of the first edition of this book, the area of mathematical finance has
grown rapidly, with financial analysts using more sophisticated mathematical concepts, such as
stochastic integration, to describe the behavior of markets and to derive computing methods.
Maintaining the lucid style of its popular predecessor, Introduction

The prolonged boom in the US and European stock markets has led to increased
interest in the mathematics of security markets, most notably in the theory of stochastic
integration. This text gives a rigorous development of the theory of stochastic
integration as it applies to the valuation of derivative securities. It includes all the tools
necessary for readers to understand how the stochastic integral is constructed with
respect to a general continuous martingale. The author develops the stochastic
calculus from first principles, but at a relaxed pace that includes proofs that are
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detailed, but streamlined to applications to finance. The treatment requires minimal
prerequisites-a basic knowledge of measure theoretic probability and Hilbert space
theory-and devotes an entire chapter to application in finances, including the Black
Scholes market, pricing contingent claims, the general market model, pricing of random
payoffs, and interest rate derivatives. Continuous Stochastic Calculus with Application
to Finance is your first opportunity to explore stochastic integration at a reasonable and
practical mathematical level. It offers a treatment well balanced between aesthetic
appeal, degree of generality, depth, and ease of reading.
This book sheds new light on stochastic calculus, the branch of mathematics that is
most widely applied in financial engineering and mathematical finance. The first book to
introduce pathwise formulae for the stochastic integral, it provides a simple but rigorous
treatment of the subject, including a range of advanced topics. The book discusses indepth topics such as quadratic variation, Ito formula, and Emery topology. The authors
briefly address continuous semi-martingales to obtain growth estimates and study
solution of a stochastic differential equation (SDE) by using the technique of random
time change. Later, by using Metivier–Pellaumail inequality, the solutions to SDEs
driven by general semi-martingales are discussed. The connection of the theory with
mathematical finance is briefly discussed and the book has extensive treatment on the
representation of martingales as stochastic integrals and a second fundamental
theorem of asset pricing. Intended for undergraduate- and beginning graduate-level
students in the engineering and mathematics disciplines, the book is also an excellent
reference resource for applied mathematicians and statisticians looking for a review of
the topic.
Stochastic calculus has important applications to mathematical finance. This book will
appeal to practitioners and students who want an elementary introduction to these
areas. From the reviews: "As the preface says, ‘This is a text with an attitude, and it is
designed to reflect, wherever possible and appropriate, a prejudice for the concrete
over the abstract’. This is also reflected in the style of writing which is unusually lively
for a mathematics book." --ZENTRALBLATT MATH
This book provides a comprehensive introduction to the theory of stochastic calculus
and some of its applications. It is the only textbook on the subject to include more than
two hundred exercises with complete solutions. After explaining the basic elements of
probability, the author introduces more advanced topics such as Brownian motion,
martingales and Markov processes. The core of the book covers stochastic calculus,
including stochastic differential equations, the relationship to partial differential
equations, numerical methods and simulation, as well as applications of stochastic
processes to finance. The final chapter provides detailed solutions to all exercises, in
some cases presenting various solution techniques together with a discussion of
advantages and drawbacks of the methods used. Stochastic Calculus will be
particularly useful to advanced undergraduate and graduate students wishing to acquire
a solid understanding of the subject through the theory and exercises. Including full
mathematical statements and rigorous proofs, this book is completely self-contained
and suitable for lecture courses as well as self-study.
A fully revised and appended edition of this unique volume, which develops together
these two important subjects.
Brownian Motion Calculus presents the basics of Stochastic Calculus with a focus on
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the valuation of financial derivatives. It is intended as an accessible introduction to the
technical literature. A clear distinction has been made between the mathematics that is
convenient for a first introduction, and the more rigorous underpinnings which are best
studied from the selected technical references. The inclusion of fully worked out
exercises makes the book attractive for self study. Standard probability theory and
ordinary calculus are the prerequisites. Summary slides for revision and teaching can
be found on the book website.
The rewards and dangers of speculating in the modern financial markets have come to
the fore in recent times with the collapse of banks and bankruptcies of public
corporations as a direct result of ill-judged investment. At the same time, individuals are
paid huge sums to use their mathematical skills to make well-judged investment
decisions. Here now is the first rigorous and accessible account of the mathematics
behind the pricing, construction and hedging of derivative securities. Key concepts such
as martingales, change of measure, and the Heath-Jarrow-Morton model are described
with mathematical precision in a style tailored for market practitioners. Starting from
discrete-time hedging on binary trees, continuous-time stock models (including BlackScholes) are developed. Practicalities are stressed, including examples from stock,
currency and interest rate markets, all accompanied by graphical illustrations with
realistic data. A full glossary of probabilistic and financial terms is provided. This unique
book will be an essential purchase for market practitioners, quantitative analysts, and
derivatives traders.
Readership: Undergraduates and researchers in probability and statistics; applied, pure
and financial mathematics; economics; chaos.

Modelling with the Ito integral or stochastic differential equations has become
increasingly important in various applied fields, including physics, biology,
chemistry and finance. However, stochastic calculus is based on a deep
mathematical theory. This book is suitable for the reader without a deep
mathematical background. It gives an elementary introduction to that area of
probability theory, without burdening the reader with a great deal of measure
theory. Applications are taken from stochastic finance. In particular, the Black -Scholes option pricing formula is derived. The book can serve as a text for a
course on stochastic calculus for non-mathematicians or as elementary reading
material for anyone who wants to learn about Ito calculus and/or stochastic
finance.
Developed for the professional Master's program in Computational Finance at
Carnegie Mellon, the leading financial engineering program in the U.S. Has been
tested in the classroom and revised over a period of several years Exercises
conclude every chapter; some of these extend the theory while others are drawn
from practical problems in quantitative finance
Proof of the "Fundamental Theorem of Asset Pricing" in its general form by
Delbaen and Schachermayer was a milestone in the history of modern
mathematical finance and now forms the cornerstone of this book. Puts into book
format a series of major results due mostly to the authors of this book. Embeds
highest-level research results into a treatment amenable to graduate students,
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with introductory, explanatory background. Awaited in the quantitative finance
community.
This is a very basic and accessible introduction to option pricing, invoking a
minimum of stochastic analysis and requiring only basic mathematical skills. It
covers the theory essential to the statistical modeling of stocks, pricing of
derivatives with martingale theory, and computational finance including both finitedifference and Monte Carlo methods.
Building upon the previous editions, this textbook is a first course in stochastic
processes taken by undergraduate and graduate students (MS and PhD students
from math, statistics, economics, computer science, engineering, and finance
departments) who have had a course in probability theory. It covers Markov
chains in discrete and continuous time, Poisson processes, renewal processes,
martingales, and option pricing. One can only learn a subject by seeing it in
action, so there are a large number of examples and more than 300 carefully
chosen exercises to deepen the reader’s understanding. Drawing from teaching
experience and student feedback, there are many new examples and problems
with solutions that use TI-83 to eliminate the tedious details of solving linear
equations by hand, and the collection of exercises is much improved, with many
more biological examples. Originally included in previous editions, material too
advanced for this first course in stochastic processes has been eliminated while
treatment of other topics useful for applications has been expanded. In addition,
the ordering of topics has been improved; for example, the difficult subject of
martingales is delayed until its usefulness can be applied in the treatment of
mathematical finance.
Introduces key results essential for financial practitioners by means of concrete
examples and a fully rigorous exposition.
The numerical analysis of stochastic differential equations (SDEs) differs
significantly from that of ordinary differential equations. This book provides an
easily accessible introduction to SDEs, their applications and the numerical
methods to solve such equations. From the reviews: "The authors draw upon
their own research and experiences in obviously many disciplines... considerable
time has obviously been spent writing this in the simplest language possible."
--ZAMP
These notes are based on a postgraduate course I gave on stochastic differential
equations at Edinburgh University in the spring 1982. No previous knowledge
about the subject was assumed, but the presen tation is based on some
background in measure theory. There are several reasons why one should learn
more about stochastic differential equations: They have a wide range of applica
tions outside mathematics, there are many fruitful connections to other
mathematical disciplines and the subject has a rapidly develop ing life of its own
as a fascinating research field with many interesting unanswered questions.
Unfortunately most of the literature about stochastic differential equations seems
to place so much emphasis on rigor and complete ness that is scares many
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nonexperts away. These notes are an attempt to approach the subject from the
nonexpert point of view: Not knowing anything (except rumours, maybe) about a
subject to start with, what would I like to know first of all? My answer would be: 1)
In what situations does the subject arise? 2) What are its essential features? 3)
What are the applications and the connections to other fields? I would not be so
interested in the proof of the most general case, but rather in an easier proof of a
special case, which may give just as much of the basic idea in the argument. And
I would be willing to believe some basic results without proof (at first stage,
anyway) in order to have time for some more basic applications.
This textbook gives a comprehensive introduction to stochastic processes and
calculus in the fields of finance and economics, more specifically mathematical
finance and time series econometrics. Over the past decades stochastic calculus
and processes have gained great importance, because they play a decisive role
in the modeling of financial markets and as a basis for modern time series
econometrics. Mathematical theory is applied to solve stochastic differential
equations and to derive limiting results for statistical inference on nonstationary
processes. This introduction is elementary and rigorous at the same time. On the
one hand it gives a basic and illustrative presentation of the relevant topics
without using many technical derivations. On the other hand many of the
procedures are presented at a technically advanced level: for a thorough
understanding, they are to be proven. In order to meet both requirements jointly,
the present book is equipped with a lot of challenging problems at the end of
each chapter as well as with the corresponding detailed solutions. Thus the
virtual text - augmented with more than 60 basic examples and 40 illustrative
figures - is rather easy to read while a part of the technical arguments is
transferred to the exercise problems and their solutions.
In financial and actuarial modeling and other areas of application, stochastic
differential equations with jumps have been employed to describe the dynamics
of various state variables. The numerical solution of such equations is more
complex than that of those only driven by Wiener processes, described in
Kloeden & Platen: Numerical Solution of Stochastic Differential Equations (1992).
The present monograph builds on the above-mentioned work and provides an
introduction to stochastic differential equations with jumps, in both theory and
application, emphasizing the numerical methods needed to solve such equations.
It presents many new results on higher-order methods for scenario and Monte
Carlo simulation, including implicit, predictor corrector, extrapolation, Markov
chain and variance reduction methods, stressing the importance of their
numerical stability. Furthermore, it includes chapters on exact simulation,
estimation and filtering. Besides serving as a basic text on quantitative methods,
it offers ready access to a large number of potential research problems in an area
that is widely applicable and rapidly expanding. Finance is chosen as the area of
application because much of the recent research on stochastic numerical
methods has been driven by challenges in quantitative finance. Moreover, the
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volume introduces readers to the modern benchmark approach that provides a
general framework for modeling in finance and insurance beyond the standard
risk-neutral approach. It requires undergraduate background in mathematical or
quantitative methods, is accessible to a broad readership, including those who
are only seeking numerical recipes, and includes exercises that help the reader
develop a deeper understanding of the underlying mathematics.
Detailed guidance on the mathematics behind equityderivatives Problems and
Solutions in Mathematical Finance Volume IIis an innovative reference for
quantitative practitioners andstudents, providing guidance through a range of
mathematicalproblems encountered in the finance industry. This volume
focusessolely on equity derivatives problems, beginning with basicproblems in
derivatives securities before moving on to moreadvanced applications, including
the construction of volatilitysurfaces to price exotic options. By providing a
methodology forsolving theoretical and practical problems, whilst explaining
thelimitations of financial models, this book helps readers to developthe skills
they need to advance their careers. The text covers awide range of derivatives
pricing, such as European, American,Asian, Barrier and other exotic options.
Extensive appendicesprovide a summary of important formulae from calculus,
theory ofprobability, and differential equations, for the convenience ofreaders. As
Volume II of the four-volume Problems and Solutions inMathematical Finance
series, this book provides clearexplanation of the mathematics behind equity
derivatives, in orderto help readers gain a deeper understanding of their
mechanics anda firmer grasp of the calculations. Review the fundamentals of
equity derivatives Work through problems from basic securities to advanced
exoticspricing Examine numerical methods and detailed derivations ofclosedform solutions Utilise formulae for probability, differential equations, andmore
Mathematical finance relies on mathematical models, numericalmethods,
computational algorithms and simulations to make trading,hedging, and
investment decisions. For the practitioners andgraduate students of quantitative
finance, Problems andSolutions in Mathematical Finance Volume II provides
essentialguidance principally towards the subject of equity derivatives.
This accessible introduction to the mathematical underpinnings of finance
concentrates on the probabilistic theory of continuous arbitrage pricing of
financial derivatives. It includes a solved example for every new technique
presented, numerous exercises, and a Further Reading list in each chapter.
This book is focused on the recent developments on problems of probability
model uncertainty by using the notion of nonlinear expectations and, in particular,
sublinear expectations. It provides a gentle coverage of the theory of nonlinear
expectations and related stochastic analysis. Many notions and results, for
example, G-normal distribution, G-Brownian motion, G-Martingale representation
theorem, and related stochastic calculus are first introduced or obtained by the
author. This book is based on Shige Peng’s lecture notes for a series of lectures
given at summer schools and universities worldwide. It starts with basic
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definitions of nonlinear expectations and their relation to coherent measures of
risk, law of large numbers and central limit theorems under nonlinear
expectations, and develops into stochastic integral and stochastic calculus under
G-expectations. It ends with recent research topic on G-Martingale
representation theorem and G-stochastic integral for locally integrable processes.
With exercises to practice at the end of each chapter, this book can be used as a
graduate textbook for students in probability theory and mathematical finance.
Each chapter also concludes with a section Notes and Comments, which gives
history and further references on the material covered in that chapter.
Researchers and graduate students interested in probability theory and
mathematical finance will find this book very useful.
A graduate-course text, written for readers familiar with measure-theoretic
probability and discrete-time processes, wishing to explore stochastic processes
in continuous time. The vehicle chosen for this exposition is Brownian motion,
which is presented as the canonical example of both a martingale and a Markov
process with continuous paths. In this context, the theory of stochastic integration
and stochastic calculus is developed, illustrated by results concerning
representations of martingales and change of measure on Wiener space, which
in turn permit a presentation of recent advances in financial economics. The book
contains a detailed discussion of weak and strong solutions of stochastic
differential equations and a study of local time for semimartingales, with special
emphasis on the theory of Brownian local time. The whole is backed by a large
number of problems and exercises.
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