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Written by leading market risk academic, Professor Carol Alexander,
Quantitative Methods in Finance forms part one of the Market Risk Analysis four
volume set. Starting from the basics, this book helps readers to take the first step
towards becoming a properly qualified financial risk manager and asset manager,
roles that are currently in huge demand. Accessible to intelligent readers with a
moderate understanding of mathematics at high school level or to anyone with a
university degree in mathematics, physics or engineering, no prior knowledge of
finance is necessary. Instead the emphasis is on understanding ideas rather than
on mathematical rigour, meaning that this book offers a fast-track introduction to
financial analysis for readers with some quantitative background, highlighting
those areas of mathematics that are particularly relevant to solving problems in
financial risk management and asset management. Unique to this book is a focus
on both continuous and discrete time finance so that Quantitative Methods in
Finance is not only about the application of mathematics to finance; it also
explains, in very pedagogical terms, how the continuous time and discrete time
finance disciplines meet, providing a comprehensive, highly accessible guide
which will provide readers with the tools to start applying their knowledge
immediately.

All together, the Market Risk Analysis four volume set illustrates virtually every
concept or formula with a practical, numerical example or a longer, empirical
case study. Across all four volumes there are approximately 300 numerical and
empirical examples, 400 graphs and figures and 30 case studies many of which
are contained in interactive Excel spreadsheets available from the accompanying
CD-ROM . Empirical examples and case studies specific to this volume include:
Principal component analysis of European equity indices;

Calibration of Student t distribution by maximum likelihood;●

Orthogonal regression and estimation of equity factor models;●

Simulations of geometric Brownian motion, and of correlated Student t●

variables;
Pricing European and American options with binomial trees, and European●

options with the Black-Scholes-Merton formula;
Cubic spline fitting of yields curves and implied volatilities;●
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Solution of Markowitz problem with no short sales and other constraints;●

Calculation of risk adjusted performance metrics including generalised Sharpe●

ratio, omega and kappa indices.
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Editorial Review

Review
'...one of those rare gems...breaking down the barriers and demystifying finance.' (Market-Melange.com,
January 2011).

From the Inside Flap
Market Risk Analysis is a series of four volumes:

Volume I: Quantitative Methods in Finance

Volume II: Practical Financial Econometrics

Volume III: Pricing, Hedging and Trading Financial Instruments

Volume IV: Value at Risk Models.

Although the four volumes are very much interlinked, each containing numerous cross-references to other
volumes, they are written as self-contained texts.

Volume I covers the essential mathematical and financial background for subsequent volumes. There are six
comprehensive chapters covering all the calculus, linear algebra, probability and statistics, numerical
methods and portfolio mathematics that are necessary for market risk analysis. It is a complete and
pedagogical introduction to quantitative methods applied to finance.

Volume II provides a detailed understanding of financial econometrics, with a unique focus on applications
to asset pricing, fund management and market risk analysis. It covers equity factor models, including a
detailed analysis of the Barra model and tracking error, principal component analysis, volatility and
correlation, GARCH, cointegration, copulas, Markov switching, quantile regression, discrete choice models,
non-linear regression, forecasting and model evaluation.

Volume III has five extensive chapters on the pricing, hedging and trading of bonds and swaps, futures and
forwards, options and volatility, and detailed descriptions of mapping portfolios of these financial
instruments to their risk factors. There are numerous examples, all coded in interactive Excel spreadsheets,
including many pricing formulae for exotic options but excluding the calibration of stochastic volatility
models, for which Matlab code is provided.

Volume IV builds on the three previous volumes to provide a comprehensive and detailed treatment of
market VaR models. The exposition starts at an elementary level but, as in all the other volumes, the
pedagogical approach accompanied by numerous interactive Excel spreadsheets allows readers to experience
the application of parametric linear, historical simulation and Monte Carlo VaR models to increasingly
complex portfolios. Starting with simple positions, readers are soon applying risk models to large
international securities portfolios, commodity futures, path dependent options and much else. This rigorous
treatment includes many new results and applications to regulatory and economic capital allocation,
measurement of VaR model risk and stress testing.

Each volume is accompanied by a CD-ROM which features numerous interactive Excel spreadsheets that



illustrate the vast majority of the problems and case studies in these texts. For further information see the
accompanying CD-ROM.

From the Back Cover
Written by leading market risk academic, Professor Carol Alexander, Quantitative Methods in Finance forms
part one of the Market Risk Analysis four volume set. Starting from the basics, this book helps readers to take
the first step towards becoming a properly qualified financial risk manager and asset manager, roles that are
currently in huge demand. Accessible to intelligent readers with a moderate understanding of mathematics at
high school level or to anyone with a university degree in mathematics, physics or engineering, no prior
knowledge of finance is necessary. Instead the emphasis is on understanding ideas rather than on
mathematical rigour, meaning that this book offers a fast-track introduction to financial analysis for readers
with some quantitative background, highlighting those areas of mathematics that are particularly relevant to
solving problems in financial risk management and asset management. Unique to this book is a focus on both
continuous and discrete time finance so that Quantitative Methods in Finance is not only about the
application of mathematics to finance; it also explains, in very pedagogical terms, how the continuous time
and discrete time finance disciplines meet, providing a comprehensive, highly accessible guide which will
provide readers with the tools to start applying their knowledge immediately.

All together, the Market Risk Analysis four volume set illustrates virtually every concept or formula with a
practical, numerical example or a longer, empirical case study. Across all four volumes there are
approximately 300 numerical and empirical examples, 400 graphs and figures and 30 case studies many of
which are contained in interactive Excel spreadsheets available from the accompanying CD-ROM .
Empirical examples and case studies specific to this volume include:
Principal component analysis of European equity indices;

Calibration of Student t distribution by maximum likelihood;●

Orthogonal regression and estimation of equity factor models;●

Simulations of geometric Brownian motion, and of correlated Student t variables;●

Pricing European and American options with binomial trees, and European options with the Black-●

Scholes-Merton formula;
Cubic spline fitting of yields curves and implied volatilities;●

Solution of Markowitz problem with no short sales and other constraints;●

Calculation of risk adjusted performance metrics including generalised Sharpe ratio, omega and kappa●

indices.

Users Review

From reader reviews:

Mildred Perkins:

Book is actually written, printed, or highlighted for everything. You can recognize everything you want by a
book. Book has a different type. To be sure that book is important factor to bring us around the world. Close
to that you can your reading ability was fluently. A book Market Risk Analysis, Quantitative Methods in
Finance (Volume I) will make you to possibly be smarter. You can feel a lot more confidence if you can
know about anything. But some of you think this open or reading any book make you bored. It isn't make
you fun. Why they are often thought like that? Have you looking for best book or suitable book with you?



Don Numbers:

Here thing why this kind of Market Risk Analysis, Quantitative Methods in Finance (Volume I) are different
and reliable to be yours. First of all looking at a book is good however it depends in the content of it which is
the content is as scrumptious as food or not. Market Risk Analysis, Quantitative Methods in Finance
(Volume I) giving you information deeper and in different ways, you can find any reserve out there but there
is no reserve that similar with Market Risk Analysis, Quantitative Methods in Finance (Volume I). It gives
you thrill reading journey, its open up your own personal eyes about the thing in which happened in the
world which is probably can be happened around you. You can actually bring everywhere like in recreation
area, café, or even in your technique home by train. If you are having difficulties in bringing the printed book
maybe the form of Market Risk Analysis, Quantitative Methods in Finance (Volume I) in e-book can be your
choice.

Herman Pendergrass:

In this period globalization it is important to someone to find information. The information will make anyone
to understand the condition of the world. The condition of the world makes the information much easier to
share. You can find a lot of personal references to get information example: internet, magazine, book, and
soon. You will observe that now, a lot of publisher that will print many kinds of book. Often the book that
recommended for your requirements is Market Risk Analysis, Quantitative Methods in Finance (Volume I)
this guide consist a lot of the information with the condition of this world now. This book was represented
how do the world has grown up. The words styles that writer use for explain it is easy to understand. Often
the writer made some study when he makes this book. That's why this book appropriate all of you.

Kelly Cruz:

Don't be worry if you are afraid that this book will probably filled the space in your house, you could have it
in e-book means, more simple and reachable. This kind of Market Risk Analysis, Quantitative Methods in
Finance (Volume I) can give you a lot of friends because by you investigating this one book you have point
that they don't and make you actually more like an interesting person. This specific book can be one of one
step for you to get success. This e-book offer you information that perhaps your friend doesn't realize, by
knowing more than some other make you to be great folks. So , why hesitate? Let's have Market Risk
Analysis, Quantitative Methods in Finance (Volume I).
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