NUMERICAL METHODS FOR FINANCE

TOPICS OF THE COURSE:

- The MATLAB environment

- Basic issues in numerical computing: finite precision arithmetic; rounding and truncation errors;
numerical stability.

- Systems of linear equations (direct and iterative methods); nonlinear equations; interpolation;
numerical integration.

- Finite difference methods for parabolic PDEs.

- Application of finite differences to option pricing.

- Monte Carlo simulation (generating random numbers and random variates; determining the
number of replications; variance reduction techniques).

- Low discrepancy sequences and quasi-Monte Carlo integration.

- Option pricing by Monte Carlo methods.
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