
An Introduction to the Mathematics of
Financial Derivatives, Third Edition

By Ali Hirsa, Salih N. Neftci

An Introduction to the Mathematics of Financial Derivatives, Third Edition
By Ali Hirsa, Salih N. Neftci

An Introduction to the Mathematics of Financial Derivatives is a popular,
intuitive text that eases the transition between basic summaries of financial
engineering to more advanced treatments using stochastic calculus. Requiring
only a basic knowledge of calculus and probability, it takes readers on a tour of
advanced financial engineering. This classic title has been revised by Ali Hirsa,
who accentuates its well-known strengths while introducing new subjects,
updating others, and bringing new continuity to the whole. Popular with readers
because it emphasizes intuition and common sense, An Introduction to the
Mathematics of Financial Derivatives remains the only "introductory" text that
can appeal to people outside the mathematics and physics communities as it
explains the hows and whys of practical finance problems.
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calculus. Requiring only a basic knowledge of calculus and probability, it takes readers on a tour of advanced
financial engineering. This classic title has been revised by Ali Hirsa, who accentuates its well-known
strengths while introducing new subjects, updating others, and bringing new continuity to the whole. Popular
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Editorial Review

Review

"This text introduces quantitative tools used in pricing financial derivatives to those with basic knowledge of
calculus and probability. It reviews basic derivative instruments, the arbitrage theorem, and deterministic
calculus, and describes models and notation in pricing derivatives, tools in probability theory, martingales
and martingale representations, differentiation in stochastic environments, the Wiener and Lévy processes
and rare events in financial markets…"--ProtoView.com, February 2014 "Ali Hirsa has done a superb job
with this third edition of the very popular Neftci's An Introduction to the Mathematics of Financial
Derivatives. New chapters and sections have been added covering in particular credit derivatives (Chapter
23) and jump processes and the associated partial integro-differential equations. The new material on
numerical methods, in particular on Fourier techniques (Chapter 22) and calibration (Chapter 25), and
added examples and exercises are very welcome. Overall, this new edition offers substantially more that the
previous one in all of its chapters. This is a unique sophisticated introduction to financial mathematics
accessible to a wide audience. Truly remarkable!"--Jean-Pierre Fouque, University of California, Santa
Barbara "The publication of this expansive and erudite text in a new edition by one of the most highly
respected scholars in the field should be a welcome event for practitioners and academics alike."--Lars Tyge
Nielsen, Columbia University "There are many books on mathematics, probability, and stochastic calculus,
but relatively few focus entirely on the pricing and hedging of financial derivatives.  I have used the second
edition for finance and financial engineering classes for years, and will continue with the third edition; the
book will no doubt remain a valuable reference for industry practitioners as well."--Robert L.
Kimmel,  National University of Singapore "An excellent introduction to a wide range of topics in pricing
financial derivatives with highly accessible mathematical treatment. Its heuristic style in explaining basic
mathematical concepts relevant to financial markets greatly facilitates understanding the fundamentals of
derivative pricing."--Seppo Pynnonen, Unversity of Vaasa "What makes this introductory text unique for
students or practitioners without a major in mathematics or physics is that it provides the most helpful
heuristics while clearly stating how or why the concepts are useful for practical problems in finance. The
timely additions on credit derivatives and PDEs provide considerable value-added in comparison to the
second edition."--Mishael Milakovi?, University of Bamberg

From the Back Cover

An Introduction to the Mathematics of Financial Derivatives is a popular, intuitive text that eases the
transition between basic summaries of financial engineering to more advanced treatments that use stochastic
calculus. Requiring only a passing knowledge of calculus and probability, it takes readers on a tour of
advanced financial engineering. This classic title has been revised by Ali Hirsa, who accentuates its well-
known strengths while introducing new subjects, updating others, and bringing new continuity to the whole.
Popular with readers because it emphasizes intuition and common sense, An Introduction to the Mathematics
of Financial Derivatives remains the only "introductory" text that can appeal to people outside the
mathematics and physics communities as it explains the hows and whys of practical finance problems.

About the Author
Ali Hirsa is managing partner at Sauma Capital, LLC. Previously he was partner and head of analytical



trading strategy at Caspian Capital Management, LLC. Prior to joining Caspian, Ali worked as a quant at
Morgan Stanley, Banc of America Securities, and Prudential Securities. He is also an adjunct associate
professor of financial engineering at Columbia University since 2000 and Courant Institute of New York
University in the mathematics of finance program since 2004.

Ali is the author of Computational Methods in Finance, Chapman & Hall/CRC 2012 and the co-author of An
Introduction to Mathematics of Financial Derivatives, Academic Press 2013 and is the editor of Journal of
Investment Strategies. He has several publications and is a frequent speaker at academic and practitioner
conferences.

Ali received his Ph.D. in applied mathematics from University of Maryland at College Park under the
supervision of Professors Howard C. Elman and Dilip B. Madan. He currently serves as a trustee at
University of Maryland College Park Foundation.

Professor Neftci completed his Ph.D. at the University of Minnesota and was head of the FAME Certificate
program in Switzerland. He taught at the Graduate School, City University of New York; ICMA Centre,
University of Reading; and at the University of Lausanne. He was also a Visiting Professor in the Finance
Department at Hong Kong University of Science and Technology. Known his books and articles, he was a
regular columnist for CBN daily, the most influential financial newspaper in China.

Users Review

From reader reviews:

John Long:

Why don't make it to be your habit? Right now, try to prepare your time to do the important work, like
looking for your favorite publication and reading a reserve. Beside you can solve your short lived problem;
you can add your knowledge by the e-book entitled An Introduction to the Mathematics of Financial
Derivatives, Third Edition. Try to the actual book An Introduction to the Mathematics of Financial
Derivatives, Third Edition as your friend. It means that it can to become your friend when you experience
alone and beside that of course make you smarter than ever before. Yeah, it is very fortuned for yourself. The
book makes you more confidence because you can know everything by the book. So , we need to make new
experience along with knowledge with this book.

Warren Damron:

Nowadays reading books become more than want or need but also turn into a life style. This reading habit
give you lot of advantages. The benefits you got of course the knowledge even the information inside the
book which improve your knowledge and information. The knowledge you get based on what kind of
publication you read, if you want attract knowledge just go with knowledge books but if you want truly feel
happy read one with theme for entertaining like comic or novel. Often the An Introduction to the
Mathematics of Financial Derivatives, Third Edition is kind of reserve which is giving the reader unforeseen
experience.



John Augustine:

Beside this An Introduction to the Mathematics of Financial Derivatives, Third Edition in your phone, it
could give you a way to get closer to the new knowledge or data. The information and the knowledge you
will got here is fresh from oven so don't be worry if you feel like an old people live in narrow community. It
is good thing to have An Introduction to the Mathematics of Financial Derivatives, Third Edition because
this book offers to you personally readable information. Do you at times have book but you would not get
what it's facts concerning. Oh come on, that wil happen if you have this in your hand. The Enjoyable blend
here cannot be questionable, similar to treasuring beautiful island. Techniques you still want to miss this?
Find this book as well as read it from today!

John Bullard:

E-book is one of source of understanding. We can add our know-how from it. Not only for students but
native or citizen want book to know the revise information of year to year. As we know those publications
have many advantages. Beside all of us add our knowledge, could also bring us to around the world. By the
book An Introduction to the Mathematics of Financial Derivatives, Third Edition we can consider more
advantage. Don't that you be creative people? To be creative person must choose to read a book. Simply
choose the best book that suited with your aim. Don't become doubt to change your life by this book An
Introduction to the Mathematics of Financial Derivatives, Third Edition. You can more pleasing than now.
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