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1 of 4 people found the following review helpful. Not for beginnersBy SM-NM CatboyThis book seems to have been
written for mathematical finance experts...but then what's the point? If you already know the stuff, why bother buying
abook you aready know everything about?7 of 15 people found the following review helpful. Computational finance:
TavellaBy ssfsumitBadly written/errors/typos all over.Reviews/praise (on back cover) are meaningless misleading.18
of 21 people found the following review helpful. A book for the mathematically inclinedBy Heuser, MatthiasT he book
covers pricing of derivatives and the underlying computational methods. This broad range of topics covers aspects like
stochastic calculus, risk neutral pricing and computational methods. The communication of this broad range of topics
is achallenge and the book might be fine tuned to better teach the reader besides the intuition of the methods, the
detailed implementation. It is suitable for people with avery strong mathematics and programming background, but is
atough read if one wantsto learn these subjects. In order to become a good how -to book, the examples provided need
to be expanded and ideally worked out in a more detailed fashion. One great add on might be to have a disk with
sample code, that shows how the different methods work and how to implement them.Positive is:- Good section on
stochastic calculus- Good introduction to risk free pricingAreas for improvement- Expand examples- Better quality
check to avoid typos, that are especially annoying in formulas- If this book isto be used as a textbook or for self study,
practice examples with solutions would be great, as the reader can then work through these to internalize the material
and in addition check if he has fully understood the material Overall | can only recommend the book to people with
strong liking of a mathematical treatment of a subject, strong programming skills and little need for detailed examples.
It does not go into sufficient detail on how to implement the different simulation strategies into code (provides only
"pseudo code") to teach the computational aspects.

This book presents a cogent description of the main methodol ogies used in derivatives pricing. Starting with a
summary of the elements of Stochastic Calculus, Quantitative Methods in Derivatives Pricing develops the
fundamental tools of financial engineering, such as scenario generation, simulation for European instruments,
simulation for American instruments, and finite differences in an intuitive and practical manner, with an abundance of
practical examples and case studies. Intended primarily as an introductory graduate textbook in computational finance,
this book will also serve as areference for practitioners seeking basic information on alternative pricing
methodologies. Domingo Tavellais President of Octanti Associates, a consulting firm in risk management and
financial systems design. Heisthe founder and chief editor of the Journal of Computational Finance and has pioneered
the application of advanced numerical techniquesin pricing and risk analysisin the financial and insurance industries.
Tavella coauthored Pricing Financial Instruments: The Finite Difference Method. He holds a PhD in aeronautical
engineering from Stanford University and an MBA in finance from the University of Californiaat Berkeley.

From the Inside FlapQuantitative Methods in Derivatives Pricing Quantitative Methods in Derivatives Pricing,
researched and written by Domingo Tavella, one of the pioneers in the emergence of computational finance as a
disciplinein its own right, develops the main techniques and strategies of computational finance in aunified
framework. From the plethora of methods that characterize anew discipline in a state of fluid evolution, this book
concentrates on those that have proven to be sufficiently solid and robust to become a permanent part of the arsenal of
strategies for pricing complex financia instruments. Either as a textbook or a reference source, this book's emphasisis
on practicality and applications. As a textbook, this work fills a pal pable need for adequate material in the ever-
increasing number of programs with an emphasis on sophisticated financial engineering. As areference source, it
provides a valuable overview of the most relevant methods and approaches of computational finance for those with
adequate quantitative background entering the field of financial pricing. Topics discussed include: * A brief
introduction to single-period pricing * A self-contained, practical introduction to stochastic calculus, with an emphasis
on practical applications* Introduction to continuous-time pricing * Generation of scenarios for simulation, discussing
methods and accuracy in detail * Simulation applied to computing expectations for European pricing * Simulation
applied to early exercise pricing, presenting a detailed description of the least squares Monte Carlo method * The use
of finite differencesin option pricing Filled with numerous case studies and expert advice, Quantitative Methodsin
Derivatives Pricing offers the most complete look at proven computational techniques for derivatives pricing to date.
You'll quickly learn about the pricing of derivativesin continuous time, how asset-pricing theory is used to set up the
pricing problem, and how to implement simulation methods for pricing both European and early exercise derivatives.
This invaluable resource prepares you for the rigors of the modern financial world and puts you on the road to
successful derivatives pricing.From the Back CoverPraise for Quantitative Methods in Derivatives Pricing "Tavella's
text isideal for a course on computational methods in finance. | cannot think of a better book for the purpose. The
writing is clear and intuitive. The marriage of mathematical methods and financial applicationsisjust right for afirst
course on the topic, especially with the excellent working examples for Monte Carlo and finite-difference methods.” -
Darrell Duffie, Professor of Finance Stanford University "Thisisamasterful and detailed survey of the fundamental
tools and techniques available to financial engineers." -Francis Longstaff, Professor of Finance, UCLA "Quantitative
Methods in Derivatives Pricing is a valuable addition to the books available to the beginning graduate student or



practitioner. Aswell as containing a nice treatment of the theoretical principles of modern financial derivatives, itis
the first to stress the fundamental s of the wide variety of computational algorithms used for pricing and hedging.
Unlike many of its competitors, it is succinct and clearly written." -M. A. H. Dempster, Professor of Finance and
Director Centre for Financial Research, Cambridge University "This textbook provides a superb introduction to
quantitative derivative pricing techniques that is a must read for MFE students. Domingo Tavella develops a uniform
framework for derivative valuation in terms of computing expectations. He then analyzes the pricing theory and
practice using simulation and finite differences. Readers will find unique insights into implementation issues
associated with these state-of-the-art pricing techniques.” -Joshua Rosenberg, Associate Editor, Journal of
Computational FinanceAbout the AuthorDOMINGO A. TAVELLA is President of Octanti Associates, a consulting
firm in risk management and financial systems design. He is the founder and Chief Editor of the Journal of
Computational Finance and has pioneered the application of advanced numerical techniquesin pricing and risk
analysisin the financial and insurance industries. Tavella coauthored Pricing Financial Instruments. The Finite
Difference Method. He holds a PhD in aeronautical engineering from Stanford University and an MBA in finance
from the University of Californiaat Berkeley.



