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About the course @@OOOO

Over the last few years a number of sophisticated and realistic models for pricing derivatives have been
developed that go a long way to capturing the complexities of market behavior. However, the recent financial
turmoil has demonstrated that banks need to have in place careful and effective calibration procedures that
properly take into account abrupt movements of price, rates and volatilities in order to avoid a complete model’s
failure. This in-depth course will focus on the theoretical and practical aspects of pricing and hedging derivatives,
with an extensive focus on models implementation and calibration.

Course highlights

®  Analysing models beyond the Black-Scholes paradigm
m Fourier analysis in derivative pricing

m Fast implementations of advanced pricing models

n

Calibration techniques, robust procedures and error
control

Learning outcomes

By the end of the course you will have a better
understanding of how to address the significant
challenges that lie behind the implementation and
calibration of derivative pricing models with specific
knowledge about:

®m The stochastic nature of interest rates

®  Numerical solutions to the pricing problem
in a levy setting

® How to price and hedge in discrete and
continuous time

B Implementing fast routines for stochastic
volatility and interest rate models

® |nvestigating the nature of jumps: Poisson
process and the stochastic time hypothesis

m The theory and practice of calibrating levy
models to market data

Who should attend?

This course is designed for those who are responsible
for ensuring that the models used to price interest
rate, equity and FX derivatives are validated and
calibrated correctly. It is particularly appropriate to
those working in the areas of:

® Quantitative Analytics m Derivatives research
® Financial engineering ® [nterest rate

m Options pricing modelling

m Derivatives risk m Equity derivative

m  Risk analysis modelling

Pre course reading:

Produced in consultation with the course tutor, every
delegate will receive a comprehensive pre-course
reading pack to ensure they obtain maximum benefit
from the course. Each article has been selected based
upon its relevance to the topics covered within the
presentations.

Course Tutors:

Marcello Minenna is the Head of the Quantitative
Analysis Unit at CONSOB (the Italian Securities and
Exchange Commission). In charge of what Risk
magazine addressed as the "quant enforcement’,
he analyses and develops quantitative models for
surveillance and supports the enforcement units in
their activities.

His last research in this field regards the development
of synthetic risk indicators for qualifying inside the
prospectus the risk profile of non-equity investment
products; this approach includes the estimate of

the likely performance of the product and is at the
centre of a pan-European debate. Marcello has taught
mathematical models for finance in several Italian and
foreign universities and is presently teaching Topics

in quantitative finance at the universities of Milano
Bocconi. He received his PhD and MA in mathematics
for finance from the State University of Brescia and
from Columbia University. He is the author of several
publications including the bestselling book A Guide to
Quantitative Finance published by Risk Books.

Teaching Assistant

Paolo Verzella is a Senior Analyst at the CONSOB
Quantitative Analysis Unit. He was Assistant Professor
in Mathematical Finance at Milano Bicocca University
and has taught courses in mathematics and finance

in Italian Universities namely Bocconi and Politecnico
of Milano. Paolo received his Phd in Mathematics for
Financial markets from Milano Bicocca University. His
research interests focus mainly on Numerical Methods
for Option Pricing, Optimisation Problems and Applied
Harmonic Analysis and also includes more general
areas of finance such as Structured Products and

@te Carlo methods. /




kDay one

London
8 & 9 June 2010

Day two

Tuesday 8 June 2010

08.30
09:00

10:30
11:00

12:30
13:30

15:00
15:30

17:00

Registration and coffee

Beyond the Black Scholes paradigm:
the rationale

The stochastic nature of interest rates
The stochastic nature of volatility
Modelling prices and rates discontinuities
with jumps

Correlations between state variables

in a complete model

Morning break

Derivative pricing via partial differential
equation for jump diffusion models

The partial differential equation approach
Replicating and quasi-replicating portfolios
Price representation “a Ia Black-Scholes”
Examples: analytical PDE's for affine and
non affine jump diffusion models

Lunch

Derivative pricing via Fourier transform
The Fourier transform and the discrete
Fourier transform

Convergence theorems for Fourier
transform

Price representations for jump diffusion
models via Fourier transform

Price representations for jump diffusion
models via discrete Fourier transform

Afternoon break

Numerical solutions to the pricing
problem in a jump diffusion setting
Integrating via quadrature: numerical
schemes

Newton-Cotes schemes and numerical
representations of jump diffusion pricing
formulas

Gauss schemes and numerical
representations of jump diffusion pricing
formulas

Excel and MATLAB implementation

End of day one

Wednesday 9 June 2010
08:30 Registration and coffee

09:00 Fast numerical solutions for jump
diffusion models: the standard fast
Fourier transform approach
m  Fast Fourier transform approach

Fast Fourier transform vs discrete
Fourier transform: computational costs
Danielson-Lanczos representation
Cooley-Tuckey algorithm
Implementation

10:30 Morning break

11:00 Fast numerical solutions for jump
diffusion models: the fractional and
non uniform discrete Fourier transforms
B The generalised discrete Fourier transform

Generalised convergence theorems
for DFT
The fractional fast Fourier transform
algorithm
The non uniform fast Fourier
transform algorithm
Excel and MATLAB implementation

12:30 Lunch

13.30 Calibration to market data of jump
diffusion models: the theory
m  The calibration problem

An ill-posed problem: dimensions,
local minima and operative solutions
Local optimizers vs global algorithms
The optimal choice of the starting point
The optimal choice of the fit measure

15:00 Afternoon break

15.30 Calibration to market data of jump
diffusion models: the practice
m  Some MATLAB examples of real time
calibration of jump diffusion models
Stability assessment: resilience of the
calibrated parameters to price shocks
Error control: analysis of the fitting
quality
m  Calibrating jump diffusion models on
illiquid markets data: operative solutions

17:00 Close of course

www.incisive-training.com/mec¢
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Registration Details

Risk subscribers save 20%. Please add your subscriber discount below
(Discounts cannot be combined)

Discounted Rate Discounted Rate After
Before 16 April 2010 Before 7 May 2010 7 May 2010
LONDON O £2124.15* 0O £2249.10* O £2499*

*Excluding VAT @ 17.5%

Your registration fee includes morning/afternoon refreshments, pre-course reading and your documentation pack.
Book online or fax the completed form with your credit card details, or follow up the provisional reservation with
a cheque payable to Incisive Financial Publishing Ltd. In order that we process your registration with maximum
efficiency, we request that a copy of this booking form accompanies your payment. Please complete the form
below in BLOCK CAPITALS

Please complete your details below when you book onto this course

TITLE
FIRST NAME LAST NAME

JOB TITLE/POSITION

DEPARTMENT COMPANY

ADDRESS cIry

POST/ZIPCODE COUNTRY Cancel
TELEPHONE FAX

TO REGISTER

By mail Conference Administration, Incisive Media
Haymarket House, 28-29 Haymarket, London, SW1Y 4RX, UK

By tel +44 (0)870 240 8859 (London)
+(212) 457 7789 (New York)

By fax +44 (0)20 7504 3730
By e-mail conf@incisivemedia.com (US & Canada also)

Book online* www.incisive-events.com/mc

Special Group Discounts:

Group Discounts available. Please contact customer
services for further details.

Warning: Risk is a registered trademark, and the title, contents and style of this brochure are
the copyright of Incisive Media. We will act on any infringement of our rights anywhere in the
world. © Incisive Me«
ion: A refund (less 10% administration fee) will be made if notice of cancellation is received
in writing three weeks before the event. We regret that no refunds can be given after this period
A substitute delegate is always welcome at no extra charge.

Disclaimer: The programme may change due to unforeseen circumstances, and Incisive Media

EMAIL

APPROVING MANAGER TRAINING MANAGER

Payment details

[ enclose a cheque payable to Incisive Financial Publishing Ltd. London 4775/10

_H_ Please debit my _H_ MAESTRO _H_ AMEX _H_ VISA
_H_ MASTERCARD _H_ DINERS CLUB

Valid from (mm/yr) _H_ _H_ _H_ _H_ security code _H_ _H_ _H_

CARD NO: EXPIRY DATE:

UOOUOHOOOOO0H0H0 0oo

Please supply account address if different from above
| have read and agree to the terms and con :
SIGNATURE DATE

| Hodd

Please note your place is not guaranteed until your payment has been received

Incisive Financial Publishing VAT No: GB 75698165 For companies in EU member states only: Please write your
VAT/TVA/BTW/IVA/ MCMS/MWST/FPA number here

\We accept company cheques, credit cards and bank transfers. Please allow a minimum of seven working days for a bank transfer
to reach us and phone or fax us when it has been sent. Please state the event name and delegate name to which it relates.

reserves the right to alter the venue and/or speakers. Incisive Media accepts no responsibility for
any loss or damage to property belonging to, nor for any personal injury incurred by, attendees at
our conferences, whether within the conference venue or otherwise. *All discounts must be
redeemed when booking, discounts will not be valid or applied after this time. Incisive Financial
Publishing Ltd reserve the right to decline any discount offers and this offer cannot be used in
conjunction with any other offer.

Incorrect mailing, data protection: If any of the details on the mailing label are incorrect,
please return the brochure to our database administrator at Incisive Media so that we can
update our records and ensure that future mailings are correct. Please find our mailing address
and fax details above.

By registering for Marcello Minenna on Advanced derivative pricing and model calibration,
Incisive Media* will send you further information relating to this event. In addition we wi

send you information about our other relevant products and services which we believe will be
of interest to you. If you do not wish to receive other relevant information from Incisive Media
via a particular medium please tick the following relevant boxes: MAIL O0; PHONE O0; FAX ;
EMAILO.

Incisive Media will also allow carefully selected third parties to contact you about their products
and services. If you do not wish to receive information from third parties via any of the following
media please tick the relevant boxes: MAIL OJ; PHONE . Please tick if you are happy to
receive relevant information from carefully selected third parties by EMAIL O and FAX O

Please remember that if you choose not to receive other literature you may miss out on some
exclusive offers. *For a list of companies included in Incisive Media please see our website —
www.incisivemedia.com/data protection

Venue and accommodation details

To be confirmed, please visit website for further
updates - www.incisive-training.com/mc




