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Two Assets
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Three Assets

Wednesday, September 12,2012
2:22 PM

A 2., Ce
RN
Ao \BA CA
o f
oLA\,Li-F@% :C‘« ~67
<°‘Ad+ﬁ@¢( = ch =7
t) ol = F:_

no  caeh :3 C = o(Ai\-ﬂK

|+

> c= 1 (101 Cu + C1-9) C,q

qg= tunA-Ag
Au - AA

Lecture 1 Page 7



14
% }( arN
magl Ay-H ; 0)
cal o A | sty @
2§ | 23 100
Joo / | / C <
\ Fo \\ o

lzyx%—ﬂ=2&“]} U ot = 247

80 A+ @ = 0 =) «® < 28 - ._‘S___
¢ e
= - 8o &
6(
C = S oo ~ &Soxl§ |\ = S (20) \./
q 1 4
loo = A ( GLl'LS + Cl«CI_\ 80) = 50 + L/JZ
It o
= = 20 _ L
5 y 9
C:_1_<ﬂ7/&'+_1___0>:_5‘__?,,3—/
[+ “ 9 9

Lecture 1 Page 8



Numeraire

Wednesday, September 12,2012
2:40 PM

N i e nunw~fre ascet ( v.>o0 2.s. )

3 @7 ot C IE&MfC
3R st NDD: [T/‘T\K

4 7

1%
@( s 4’*4 fkaku\f\if) o Luluie MWSW~U7 o
He puqamrewive N

AL{ ﬂ“-\"‘\ N,
A < (s< v
A s (JRERAY \ N A
@
3 @& <4 A - ]L\ELAA (%)
t

Lecture 1 Page 9



|

()
)
r
m

2

A}
P—lt

E(_ﬁ

—

w

4 & 5.4 reladrueg pricea w} dracled Qf—n&z
ceve Gg”- M rbivgedeol = wo  avd .

Lecture 1 Page 10




Default Model @‘

Wednesday, September 12,[2012 6

3:21 PM P\ej Llw’/\ﬁ"c)i
72N =

/\V o = Aol

A’
m
Ao (1= 285 L1-9)

LEURE S V928

V)
—
AL
c
Ay = Aae
A, CF .
<Ak: Aae,c'
2¢
A, e
C
A, e a1 _
Ao< Aae @ [
-C ¢
LA

"
2
©
('—

Pz
]l
-
R
i
q
>
o

Anbk = AQ’U—!)AQ & L_v7 Revmoyf riv.
P M= HD = p

Lecture 1 Page 11



-y (_l-—?\ 3 ('Z_P_)) C
\\/E"F} = C ~Qu/sl:37' = o' At
(VRN
., o~ Ao (A{,\_ C = G-l)z—é
= zp-| = 4 AL - ~ JAt
C o
= = L & JAL
P ZL\ ¥ = >
Q—JE(:
A, €

s /At
._'/{_S_‘_o— = OL éo e ¢+ C\.—CL)
N\
_ T
= = LerM - e’
e/o‘tﬁ‘ i o Job
= L1y 2R J@) |
¥ o
P 1= %,( |+ }_ JEk>

Lecture 1 Page 12

_ s JAY
A, ¢

@o ¢ rA¢g




hald

e

= 9 =74
a /5L 7-

A= Cived 9 o,

B L rl=(-4c) ax
VLrl = st
Anv( a
0.Ll- Abk)
A
An.o e’
AL
0

P et A —

Lecture 1 Page 13

S



hWold — oar wold B~ LAt
M‘U)‘é C:-’l / C‘VM ) = 'l < ¢ n-\ = I ( C"l € X
0

/]\ /I\ C:LA.:P_ = C H“’ A%‘-’\);‘,
L)

C’)-}:MM(’,O)

AM? Citd

(M)@ Pee p L pom

D L S R

Lecture 1 Page 14



