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The world of quantitative finance (QF) is one of the fastest growing areas of research and its practical
applications to derivatives pricing problem. Since the discovery of the famous Black-Scholes equation in the
1970's we have seen a surge in the number of models for a wide range of products such as plain and exotic
options, interest rate derivatives, real options and many others. Gone are the days when it was possible to
price these derivatives analytically. For most problems we must resort to some kind of approximate method.

In this book we employ partial differential equations (PDE) to describe arange of one-factor and multi-factor
derivatives products such as plain European and American options, multi-asset options, Asian options,
interest rate options and real options. PDE techniques allow us to create a framework for modeling complex
and interesting derivatives products. Having defined the PDE problem we then approximate it using the
Finite Difference Method (FDM). This method has been used for many application areas such as fluid
dynamics, heat transfer, semiconductor simulation and astrophysics, to nhame just afew. In this book we
apply the same techniques to pricing real-life derivative products. We use both traditional (or well-known)
methods as well as a number of advanced schemes that are making their way into the QF literature:

- Crank-Nicolson, exponentially fitted and higher-order schemes for one-factor and multi-factor options
- Early exercise features and approximation using front-fixing, penalty and variational methods

- Modelling stochastic volatility models using Splitting methods

- Critique of ADI and Crank-Nicolson schemes; when they work and when they don't work

- Modelling jumps using Partial Integro Differential Equations (PIDE)

- Free and moving boundary value problemsin QF

Included with the book isa CD containing information on how to set up FDM algorithms, how to map these
algorithmsto C++ aswell as several working programs for one-factor and two-factor models. We also
provide source code so that you can customize the applications to suit your own needs.
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From reader reviews:
Tony Paulson:

As peoplewho livein typically the modest era should be update about what going on or facts even
knowledge to make all of them keep up with the erathat is always change and advance. Some of you maybe
will update themselves by reading books. It is a good choice for yourself but the problems coming to you
actually isyou don't know what type you should start with. This Finite Difference Methods in Financial
Engineering: A Partial Differential Equation Approach is our recommendation to make you keep up with the
world. Why, because this book serves what you want and wish in thisera.

Diane Smith:

Spent afree time and energy to be fun activity to do! A lot of people spent their sparetime with their family,
or their friends. Usually they undertaking activity like watching television, about to beach, or picnic within
the park. They actually doing ditto every week. Do you fedl it? Do you want to something different to fill
your own free time/ holiday? Could be reading a book might be option to fill your totally free time/ holiday.
Thefirst thing that you ask may be what kinds of guide that you should read. If you want to try out look for
book, may be the reserve untitled Finite Difference Methods in Financial Engineering: A Partial Differential
Equation Approach can be excellent book to read. May be it could be best activity to you.

Ilene Cody:

Do you like reading a book? Confuse to looking for your favorite book? Or your book was rare? Why so
many problem for the book? But any people feel that they enjoy with regard to reading. Some people likes
examining, not only science book but novel and Finite Difference Methods in Financial Engineering: A
Partial Differential Equation Approach as well as others sources were given information for you. After you
know how the truly great a book, you feel need to read more and more. Science e-book was created for
teacher or students especially. Those publications are helping them to bring their knowledge. In different
case, beside science book, any other book likes Finite Difference Methods in Financial Engineering: A
Partial Differential Equation Approach to make your spare time a lot more colorful. Many types of book like
here.

Gregory Medina:

What is your hobby? Have you heard in which question when you got students? We believe that that
guestion was given by teacher for their students. Many kinds of hobby, Everyone has different hobby.
Therefore you know that little person like reading or as examining become their hobby. Y ou must know that
reading is very important along with book as to be the point. Book is important thing to add you knowledge,
except your own personal teacher or lecturer. Y ou will find good news or update concerning something by
book. Amount types of books that can you go onto be your object. One of them is Finite Difference Methods
in Financial Engineering: A Partial Differential Equation Approach.
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