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This sequel to Brownian Motion and Stochastic Calculus by the same authors
develops contingent claim pricing and optimal consumption/investment in both
complete and incomplete markets, within the context of Brownian-motion-driven
asset prices. The latter topic is extended to a study of equilibrium, providing
conditions for existence and uniqueness of market prices which support trading
by several heterogeneous agents. Although much of the incomplete-market
material is available in research papers, these topics are treated for the first time
in a unified manner. The book contains an extensive set of references and notes
describing the field, including topics not treated in the book. This book will be of
interest to researchers wishing to see advanced mathematics applied to finance.
The material on optimal consumption and investment, leading to equilibrium, is
addressed to the theoretical finance community. The chapters on contingent
claim valuation present techniques of practical importance, especially for pricing
exotic options.
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Editorial Review

Review

"The book under review deals with the applications of stochastic analysis and optimal control theory to
various problems arising in modern mathematical finance. In contrast to several other books on mathematical
finance which appeared in recent years, this book deals not only with the so-called partial equilibrium
approach (i.e., the arbitrage pricing of European and American contingent claims) but also with the general
equilibrium approach (i.e., with the equilibrium specification of prices of primary assets). A major part of the
book is devoted to solving valuation and portfolio optimization problems under market imperfections, such
as market incompleteness and portfolio constraints. ... Undoubtedly, the book constitutes a valuable
research-level text which should be consulted by anyone interested in the area. Unlike other currently
available monographs, it provides an exhaustive and up-to-date treatment of portfolio optimization and
valuation problems under constraints. It is also quite suitable as a textbook for an advanced course on
mathematical finance."  (Marek RutKowski, Mathematical Reviews)

From the Publisher
Written by two of the best-known researchers in mathematical finance, this book will appeal to theorists and
practitioners in this very active research area. It includes much material that has not appeared before in book-
form. This book is a sequel to their GTM volume. The book closest in level is Musiela/Rutowski. According
to Shreve, M/R is 100% applied while K/S has a mix of practical and theoretical resutls. M/R is more
comprehensive. K/S concentrates on their research interests and includes more original work.

From the Back Cover

This monograph is a sequel to Brownian Motion and Stochastic Calculus by the same authors. Within the
context of Brownian-motion- driven asset prices, it develops contingent claim pricing and optimal
consumption/investment in both complete and incomplete markets. The latter topic is extended to a study of
equilibrium, providing conditions for the existence and uniqueness of market prices which support trading by
several heterogeneous agents. Although much of the incomplete-market material is available in research
papers, these topics are treated for the first time in a unified manner. The book contains an extensive set of
references and notes describing the field, including topics not treated in the text. 

This monograph should be of interest to researchers wishing to see advanced mathematics applied to finance.
The material on optimal consumption and investment, leading to equilibrium, is addressed to the theoretical
finance community. The chapters on contingent claim valuation present techniques of practical importance,
especially for pricing exotic options.

Also available by Ioannis Karatzas and Steven E. Shreve, Brownian Motion and Stochastic Calculus, Second
Edition, Springer-Verlag New York, Inc., 1991, 470 pp., ISBN 0-387- 97655-8. 



Users Review

From reader reviews:

Patrina Eaton:

Information is provisions for people to get better life, information these days can get by anyone with
everywhere. The information can be a expertise or any news even an issue. What people must be consider
any time those information which is in the former life are hard to be find than now's taking seriously which
one is acceptable to believe or which one the actual resource are convinced. If you have the unstable resource
then you obtain it as your main information it will have huge disadvantage for you. All of those possibilities
will not happen with you if you take Methods of Mathematical Finance (Stochastic Modelling and Applied
Probability) as the daily resource information.

Tom Seaman:

A lot of people always spent all their free time to vacation or perhaps go to the outside with them family
members or their friend. Were you aware? Many a lot of people spent these people free time just watching
TV, or playing video games all day long. If you want to try to find a new activity this is look different you
can read a book. It is really fun in your case. If you enjoy the book that you read you can spent all day every
day to reading a book. The book Methods of Mathematical Finance (Stochastic Modelling and Applied
Probability) it is very good to read. There are a lot of those who recommended this book. They were
enjoying reading this book. When you did not have enough space bringing this book you can buy the e-book.
You can m0ore quickly to read this book through your smart phone. The price is not very costly but this
book offers high quality.

David Ramos:

Exactly why? Because this Methods of Mathematical Finance (Stochastic Modelling and Applied
Probability) is an unordinary book that the inside of the publication waiting for you to snap the item but latter
it will surprise you with the secret the item inside. Reading this book next to it was fantastic author who also
write the book in such incredible way makes the content interior easier to understand, entertaining means but
still convey the meaning completely. So , it is good for you because of not hesitating having this ever again
or you going to regret it. This excellent book will give you a lot of gains than the other book have got such as
help improving your proficiency and your critical thinking approach. So , still want to hold off having that
book? If I ended up you I will go to the publication store hurriedly.

Vivian Stafford:

You can spend your free time to see this book this publication. This Methods of Mathematical Finance
(Stochastic Modelling and Applied Probability) is simple bringing you can read it in the area, in the beach,
train and soon. If you did not include much space to bring the printed book, you can buy often the e-book. It
is make you easier to read it. You can save typically the book in your smart phone. Thus there are a lot of
benefits that you will get when one buys this book.
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