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Program objective 1 Introducing frontier theories of finance, economics, and management; helping
students establish the ability to apply theoretical knowledge and solve real world financial problems.
Specific objectives include

- Obtaining systematic understanding of finance, economics, and management theories;

- Mastering quantitative analysis skills;

- Applying theoretical knowledge in class to real problems.

Program objective 2 Building strong communication skills to help students work in financial institutions
and companies. Specific objectives include

- Fostering strong oral communication skills;

- Fostering effective written communication skills;

- Building team work spirits.

Program objective 3 Establishing social responsibility and business ethics.

Program objective 4 Gaining an international perspective. Specific objectives include
- Understanding the cultural variety in the financial industry;

- Knowing different financial systems around the world;

- Preparing for effective work at multinational financial institutions.
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This course will be taught in English.

This course aims to cover a broad range of financial derivative products, including forwards,
futures, swaps, and options. It examines the valuation and pricing models for these derivative
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products, analyses the financial intuitions behind their valuations, and discusses how to hedge
various risks associated with these products.
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By the end of the course, students will have good knowledge of how these financial derivative
products work, how they are used, how they are priced, and how financial institutions hedge their
risks when they trade the products.
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Topic 1: Introduction

Topic 2: Forwards and Futures

Topic 3: Swaps

Topic 4: Mechanics of option markets and properties of options
Topic 5: Trading strategies involving options and binomial trees
Topic 6: The Black-Scholes-Merton model

Topic 7: The Greeks and Volatility Smiles

Topic 8: Dynamic hedging

Topic 9: Options on stock indices, currencies and futures

Topic 10: Exotic options

*The outline provides a general plan for the course. Changes may be necessary. Students are
responsible for knowledge of any administrative announcement (e.g. test information, schedule
and/or assignment changes etc.) made at any time during scheduled class periods.

HEZR#EXA3E) : May 19, 2015 in class (the last class)
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This course is designed to be an interesting, enjoyable and challenging one. Lectures will be
the main teaching method. Class attendance is expected for all students. We will cover a
significant amount of material each week. It is important that you keep up-to-date with the
material.
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Hull, John C., Options, Futures, and Other Derivatives, 9th Edition (8th edition is also fine)
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There will be about 5 homework assignments in total, which will be graded. Late homeworks will
receive a grade of zero automatically.
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Submitted homework assignments for grading should be your own or your team’s own work only.
Academic dishonesty in any form will not be tolerated. Failure to observe this rule may result in an
automatic failing grade for the course.
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Homework 30%
Final Exam 70%

Total 100%
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