Preface

Origin of This Text
This text has evolved from mathematics courses in the Master of Science in
Computational Finance (MSCF) program at Carnegie Mellon University. The
content of this book has been used successfully with students whose mathematics background consists of calculus and calculus-based probability. The
text gives precise statements of results, plausibility arguments, and even some
proofs, but more importantly, intuitive explanations developed and reﬁned
through classroom experience with this material are provided. Exercises conclude every chapter. Some of these extend the theory and others are drawn
from practical problems in quantitative ﬁnance.
The ﬁrst three chapters of Volume I have been used in a half-semester
course in the MSCF program. The full Volume I has been used in a fullsemester course in the Carnegie Mellon Bachelor’s program in Computational
Finance. Volume II was developed to support three half-semester courses in
the MSCF program.

Dedication
Since its inception in 1994, the Carnegie Mellon Master’s program in Computational Finance has graduated hundreds of students. These people, who have
come from a variety of educational and professional backgrounds, have been
a joy to teach. They have been eager to learn, asking questions that stimulated thinking, working hard to understand the material both theoretically
and practically, and often requesting the inclusion of additional topics. Many
came from the ﬁnance industry, and were gracious in sharing their knowledge
in ways that enhanced the classroom experience for all.
This text and my own store of knowledge have beneﬁted greatly from
interactions with the MSCF students, and I continue to learn from the MSCF
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alumni. I take this opportunity to express gratitude to these students and
former students by dedicating this work to them.
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