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NATIONAL CHENGCHI UNIVERSITY

COLLEGE OF COMMERCE

DEPARTMENT OF MONEY AND BANKING

FINANCIAL ENGINEERING AND INNOVATIONS I

FALL  2009
A. Instructor:  Dr. Son-Nan Chen(陳松男)

Office:商學院261016
E-mail:slchen@nccu.edu.tw
Phone/Fax:(02)2939-3091 Ext.81016/(02)2939-8004
Class Hours: Thursday PM:7:00~10:00
Office Hours: Mon Thru Friday 8:00~9:30 AM
B. Intended Audience: All graduate students(碩士及博士生)

C. Books:
1. Financial Engineering and Innovations(2nd Ed.), Son-Nan Chen, Shing-Lu Book Co. (2006).
2. Advanced Derivative Pricing and Risk Management, Albanese and Campolieti, Elsevier Academic press(2006).

3. Structured Notes: Design, Innovation & Pricing, Son-Nan Chen, Shing-Lu Book Co.(2004).

D. Course Objectives:
1. The course will strike a balance between the theory and the practice. On the theoretical side, the focus will be placed on the cutting edge development. 
2. Understanding the theory and the relevant option valuation models is extremely important for pricing exotic derivatives products and for the hedging and various trading strategies to be successful and profitable. All the theory and the valuation models presented in the course are those being already employed in global derivative markets to price and hedge numerous types of options. In addition, a new modern approach to teaching derivative securities will be presented via a unified approach to pricing and hedging derivative securities.

E. Grading Policy:
Mid-Term Exams
Take-Home Tests(if necessary)

Final Exams

Exercises

F. Prerequisite:

1. Must have a course in Options or Futures.
2. Knowledge of differential calculus is very helpful.

3. An Introductory Mathematical Statistics is desirable.

CLASS SCHEDULE
No.  Date    Chapter      Subjects and Assignments

1.   09/24    Ch1         Stock Price Dynamics & ItÔ lemma

2.   10/01    Ch1         Stock Price Dynamics & ItÔ lemma

3.   10/08    Ch2         Black-Scholes Model

             Ch3         Merton Model

             Ch4         Black Model: Optiusm community Futures

4.   10/15    Ch5         Martingale Pricing

5.   10/22    Ch6

6.   10/29    Ch9         Bivariate Digital Options

7.   11/05    Ch9         Bivariate Digital Options

8.   11/12    Ch10        Exchange Options

9.   11/19    Ch11        Chooser Options

10.  11/26                Mid –Term Exams

11.  12/03    Ch12        Options on the maximum or the minimum 

of several assets

12.  12/06    Ch12        Options on the maximum or the minimum 

of several assets

13.  12/10    Ch14        FX options with Stochastic interest rates

14.  12/17    Ch14        FX options with Stochastic interest rates

15.  12/24    Ch16        Quanto Options: 4 different Basic types

16.  12/31    Ch16        Quanto Options: 4 different Basic types

18.  01/07                 Final Exams
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