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This course will give an elementary introduction to the Ito6 theory of stochastic
integration with applications to mathematical finance. The following topics will be
covered:

Brownian motion

Construction of Brownian motion
Wiener integrals

Ito integrals

Stochastic integrals for martingales
The It6 formula

Girsanov theorem

Stochastic differential equations
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Arbitrage and option pricing

—
e

Black-Scholes analysis
11. Wiener-I1t6 decomposition theorem

Textbook

Kuo, H.-H.: Introduction to Stochastic Integration, to appear in Universitext
(UTX), Springer-Verlag, 2005
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