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This course introduces theories of asset pricing to doctoral students. Key
concepts such as no-arbitrage pricing, state prices, stochastic discount factor,
and risk-neutral probabilities are introduced in the two-period economy.
* Course Description | Then we move on to dynamic pricing in continuous time. Mathematical
background on Ito calculus is not assumed. We build dynamic models on the
assumption of no arbitrage. We apply the no-arbitrage pricing theory to the
pricing of derivatives, the analysis of dynamic hedging, and the analysis of
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term structure of interest rates. At the end of the course, students are
expected to gain a deep understanding of modern asset pricing and to equip
themselves with technical abilities for theoretical and applied research in
asset pricing.
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The objectives of this course are twofold. First, the course introduces basic
concepts and laws in asset pricing for doctoral students. Second, prepare
technical abilities for further study and research on asset pricing problems.
The latter include not only Ito calculate that is essential for understanding
dynamic asset pricing, but also some econometrics in the analysis of
stochastic processes.
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4-5 | Mathematical Background 5 1.4, A 1
for Dynamic Asset Pricing
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6-10 Dynamic Asset Pricing 15 Lecture 1
Theory
11-14 | Term Structure of Interest 12 Lecture 1
Rate
15-16 Econometric Issues 6 Lecture 0
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1 | Attendance
2 | Group discussion
* Evaluation 3 | Individual participation
4 | Homework 20%
5 | Course paper
6 | Final exam 80%
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Dynamic Asset Pricing Theory, Darrell Duffie, Princeton University Press,

2001, Second Edition.
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