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i A 1. This course introduces the derivatives market basics, including forwards,

Course Objective
futures, and options markets.

2. The fundamental differences between valuing and investing in derivatives
versus valuing and investing in primary securities.

3. We will also introduce the concepts of replication, such as hedging, relative
valuation, and arbitrage trading.

i. Put-call parity: (risk-neutral valuation, no-arbitrage condition)

ii. The stochastic process (Brownian motion) to characterize the process
of stock return will be introduced.
iii. Replicated methods for no-arbitrage option pricing.
4. Profit and loss attribution and risk management by option position will be

illustrated as well.
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Teaching materials

Handouts with references to material will be handed out every week.

484k Course website | TBA

BRlEI2EE Textbooks:

Textbooks/Reference | 1. Hull, John, (2018). Options, Futures, and Other Derivatives, Global Edition.
Pearson. (EEEE=EHr)
Reference:
1. Allen Jan Baird, (1993). Options Market Making, Wiley.
2. Paul Wilmott, (2007). Paul Wilmott Introduces Quantitative Finance, 2nd Edition.
Wiley.

FrETHEEEET | RES 10% | {EZET5m Case study %

tE) Participation

Assessment YEZ Homework 20% | B Project %
/IN% Quiz % | EAh 1 other ( ) %
Hh=% Midterm 30% | FiAth 2 other ( ) %
HAZK = Final 40% | EAth 3 other ( ) %
45 Presentation % | ELAfth 4 other ( ) %
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Other description

1. W7eE ~ FCR= ~ RIU_EE

The course will be offered for graduate students and undergraduate (junior and senior).
2. Teaching Approach(es):

sl Lecture: 80%

st Class Discussion: 10%

/INGH 5N Group Activity: 10%

3. Course Contents:

i. Class Participation/Attendance (10%)

Class attendance and participation are important. Students need to send an e-mail for
their excuse for absences in advance. (In case of an emergency or illness, they are
allowed to send me an e-mail after their absence)

ii. Homework Assignments (20%)

Homework assignments will be provided once a week or once two weeks. Students are
required to hand in before the deadline.

iii. Midterm Exam (30%)

There will be one midterm exam for this course. The midterm exam will consist of 2
to 3 simple answer questions and 2 to 3 essay questions. Each exam grading is based
on a 100-point basis. The Final

iv. Final Exam (40%)

There will be one final exam for this course. The final exam will consist of 2 to 3
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essay questions and 2 to 3 analyses and calculations problems, which involve some
calculation process with calculators' help. Each exam grading is based on a 100-point
basis.




SRFHEEIZE Course Schedule

#HX | HH AR B EE HAth=REH
week Date Description Textbook Remark
2/24 a. Course Overview Ch.1, 2,35
1 b. Introduction: Forward and Futures, Determinations of | ., .\
' Forward and Futures Prices (1)
(2018)
33 Introduction: Forward and Futures, Determinations of Ch.1,2,35
5 Forward and Futures Prices (2) of Hull
(2018)
] 3/10 Mechanics of options markets (1) Ch.10 of Hull
' (2018)
A 3/17 Mechanics of options markets (2) Ch.10 of Hull
' (2018)
; 3/24 Trading Strategies Involving Options (1) Ch.12 of Hull
' (2018)
5 3/31 Trading Strategies Involving Options (2) Ch.12 of Hull
' (2018)
. 417 Properties of Stock Options (1) Ch.11 of Hull
' (2018)
6 4/14 a. Properties of Stock Options (2) Ch.11 of Hull
: b. Summary (2018)
9 4/21 Midterm Exam
4/28 Binomial Trees (1) Ch.13 of Hull
10.
(2018)
5/5 Binomial Trees (2) Ch.13 of Hull
11.
(2018)
1 5/12 Wiener Processes and Ito’s Lemma (1) Ch.14 of Hull
' (2018)
3 5/19 Wiener Processes and Ito’s Lemma (2) Ch.14 of Hull
13.
(2018)
14 5/26 The Black-Scholes-Merton Model (1) Ch.15 of Hull
' (2018)
6/2 a. The Black-Scholes-Merton Model (2) Ch.15 &
15, b. Futures Options (1) Ch.18 of Hull
(2018)
6/9 a. Futures Options (2) Ch.18 & Ch.
16. b. Profit and Loss Attribution and Risk Management: The 19 of Hull

Greek Letters (1)

(2018)




6/16

a. Profit and Loss Attribution and Risk Management: The

Ch. 19 of
17. Greek Letters (2)
b. Summary Hull (2018)
6/23 Final Exam

18.




