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Elements of Mathematics for Finance
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Geometry existed before the creation. It is co-eternal with the mind of God...Geometry provided God
with a model for the Creation.

— &N ET « FF& %) (Johannes Kepler)

Core Functions and Syntaxes
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3.1 wens

HBE (gradient) LA RIBMANEEMR S, JLFEAERUF AEETETRHEE. AP ELAEN
M ENBREE. MEBIATR, EREASNRE IR, BRMFAFN—BEE, NEORERER
GEUE BRI, BRERE A R{EEEBE T E (direction of gradient descent). H=H, A RAR
FHEBEERE, WRERELHGE.

E3.1 #HEAEERE
MNP E—MEE WA @S (directional derivative) B, ST R3.2. thil £, 2 IPLSEL
BE&EV%, | M APRAEETTANMNTTE, [ FAPRAEEYTTRMNBATTE. 1,0 NER
MAmE, [ AEARRAE, BIADEHABESE. [ M, FEEMNESEETINGE, BEXM
MHEBNES), HHELSEASTN. AREMLE, KPERANABEN—LHBELH. AP
FoMERESINLEI=BEOEF (Nabla symbol) V, Th0NablaZF. AT FIEH V ERIAE
EizE:

grad [ =Vf (3.1)

K32 HEREZE-TFEHNSESEMPRAILE MY (BERBEABE—ME6E)
XN, [x,x,] & [x,p], ZITCERE A, x,) SEAx).

J)=fx,x,) (32
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o FE L, P (x,, x,) B4, ABREPSMOANGS (Ar, Ax) B fix) JNEEEL,
NS BEHEELL,

E33 HEMPRBEHEORNNEZNL
B —BMRB BOL K RAS:

FREEMBY IS TEMEDNEF. BE AP (v, x,) fx, N x, AR LR
W5, DBIRIES My, EA P E A TEARE, ME3AFR.

Ax) (a) Ax) (b)

ofix)

X, X
3.4 mEAFITERELR
MILETREXRM, PRABEVIESERMEAS, MEREE, B3sAHX—dE. RELBGE
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(Ax, Ax,)) —BUERT, BEME, MPRIZEIZEIOR: MAEPRVIE, BHE TRR. RENNESE
5088 EiR M. REFMOSNSEEZRMHEEIRE. B3.6HEBSBEMAR, XKREBWHETRT
HHEERE.

E3.6 —TERB—MRHEAME
EEESIFR EARLETRAEEARKR, XN EED A T:

of(x)
ox

Bl
ox,
.

2 p

(af (x) J (Av,, Ax,) (3.5)

B8 (Ax, Ax)RE T PRA BB FE, WEBIHR.

% 3% P EA VI | Elements of Mathematics for Finance m
W MATLABSE RS FTFRM (PIZR) =#% 1IEC (L) .indd 89 $ 2020/9/28 20:14:15 ’/




f(xla x2) =c

o

Contour level increases

E3.7 x-0FE EAEHES
ERERTRIBER T, i, 1) BE— A D IR,

BEHLT BiTEERE, WT:

f(xl’ xz) %_/ﬁpﬁtl\*;ggﬁg:

BN — T A AR
yox,FHE, AE—AFE, AEEvFr:

HEVITRINAX) KAEFT @
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AvAhRfEE, /-

B, SHEAMEEVA:

E3.7% % 70 M0, AEEN. FRASEIMRBSZEXRA:

SSEEBAx, x, x) DIAT, FRREEMLEL:

ZUREL B HEME L. REBEM@EVEN, XHRIAAY) EvFEHD:

RYEE B RREN:

#0=90°, MRBARSEAESSEYIaAE, REEASETTLEML, WE3.8 (a) 1 (b) AT
™o HO0=180°, WE3.8(c), MARSEAEBERRFE, XSRHE FERRTE.,

tN&l3.8 (d), 6=0°, ﬁm—%%ﬁuﬁﬁﬂm XEREERR EHTE. XFER, FHESE5%
ERE, FitEEy A Vi(x

KIMEA B RS R ERNTH IR Z M
HOoAH A, RBEEUKRT0, REELI, WEBS (¢); HoAFEH, REBZN/NT0, REE

£ 3E  H=EA VI | Elements of Mathematics for Finance
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T, WE3.8(H). A, Vi(x) FEEvXR, MAHLE—FNA

—%.
(a)

X,

(©)

Xy

MY {ECauchy-Schwarz A& . dNEI3.8FT7~, T ZICeR#, x-x,FHE L, MARHZIEL

P90

(b)

J#Z %2 (projection) JLF 4

(d)

/
/
/

Gradient, Vf(x)

Gradient, Vf(x)

X

E3.8 x-FH L AFFEHER
BERERENXNRET RENE R EAERAENER, aFHR, REEARANEAZEERR
TEEANE. RETZA EFASE TEMIBESE FNRRFSEEZA:

X

—|IVf ()| <V, /(%) =||Vf(x)|cos (VS (x),v)<||Vf(x)|
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BIALIE, FR—RRBBESOMEBESETEAEEER. A, BHRAF, —XH
— (LB EEE (normalized gradient vector):

; Vf(x)
Vi(x) = 3.20
IA—1EERAL:
V£ (), =1 (3.21)

REHEEESRMANEENEEN, Ak, AL AR THEAE, —BA2ELR EF
HETHERRERRTE. THETRGHRX—5. B398 R TANESE (-2, -4, 650 -8) £5%4% E~E
NELABERENANMIAE. MESOIRRS, T2 X ME, BEIMRES, BEQERN.
BRERTEHATHE, FEHERENER, BRSN, ZTLEE. AE3.9FE, YEs54sEH
ER, TEAREL HEMLELE), RMSEQEERANE. BHEETR, E3.9POE M rER A
BT T R BIGER. LT RAZHREES.9.

(a) Contour level = -2 (b) Contour level = -4

2

=

S
&7
S

ontour level increa

C

B39 AESEERLELHECENHER

B4 Ch3 1. &

clc; close all; clear all
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syms x1 x2

=xlP2 = 2¥s272 = w2
gradient (£, [x1, x2])

Q
Il

[XX1, XX2] = meshgrid(-3:0.4:3,-3:0.4:3);
[XX1 fine, XX2 fine] = meshgrid(-3:.2:3,-3:.2:3);

contour f = subs(f, [x1 x2], {XX1 fine,XX2 fine});

figure (1)

% c_start = floor (min(double (contour f(:))));

% c_end = floor (max (double (contour f(:))));

% c_levels = c_start:(c_end-c start)/20:c_end;
c start = -24; c_end = 0;

c_levels = c_start:2:c_end;

ii = 1:4;

for i = ii

subplot (2,2,1)
plot fig(g,XX1 fine,XX2 fine,contour f,c levels,i)

end

function plot fig(g,XX1l fine,XX2 fine,contour f,c levels,i)

syms x1 x2

contour (XX1 fine,XX2 fine,double (contour f),c levels); hold on

c level = c_levels(end-i); % -1, -2, -3, - 4

[contour loc,~]

contour (XX1 fine,XX2 fine,double (contour f), [c level,c level],'L

ineWidth', 3);

x1 contour c = contour loc(l,2:end);
x2 contour c = contour loc(2,2:end);
dFF dxl1 = subs(g(l), [xl1 x2], {xl contour c x2 contour c});

dFF dx2 subs (g (2), [x1 x2], {xl1l contour c x2 contour c});
scale factor = 0.15;

h = quiver (xl contour c, x2 contour c,

double (dFF dxl) *scale factor, double (dFF dx2) *scale factor);
h.AutoScale = 'off';
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h.Color = [0,96,166]/255;
h.Marker = '."';
h.MarkerSize = 3;
h.MaxHeadSize = Inf;

xlabel ('S{x 1}$', 'Interpreter', 'latex');
ylabel ('${x 2}$"', 'Interpreter', 'latex"');
zlabel ("${f(x 1,x 2)}$', "Interpreter', 'latex")
title(['Contour level = ',num2str(c_level)])

set (gca, 'FontName', 'Times New Roman', 'fontsize',10)
grid off; axis equal

xlim([-3,3]); ylim([-3,3]);

caxis ([-18 01])

end

ATXEEETEEMAT, TH/IIDHBRESL. thik. FEAMEEREFTEEMN.

3.2 a%

MPE—MESENBT —RBHNNVFHEXAR, APEXRAOEFAE—REH. LA
EEBHREXFHES.

WMEB.I0FTR, B&ECEAR =[a, b]", ARNELE—PNER, THLEA (v, »,). BZLE
B—RP (x,y) HAMKEE [x—x,y—y " EETZEEn; Fitt, WERNRARE0, B

a| | x—x,
: =
M L_)J (3.22)

= af{x—x,))+b(y—y,)=0

(o> ¥o)

E3.10 AZEEEMERKREXFHEL
FHRELEMEMEL E—RiEE %R
WEBNATR, ERA (x,y) N TEZ L, PRIBEEFE—R. BEEVIEEN t=[q, b]", F
T FARIPHERRIE & .
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X=X, a
=t

Y=Y b

X=Xx,+ta

y=y,+tb

(3.23)

E3.11 AYIREMEKEXFEES
ERAP, tAFELH. EXLBRER—1SEGIE (parametric equation). x-yFH B AYIRE
B, FE—A () BHLIREBRMRE . AMRZEDSFEASH S ELFETHNE, R3124
ERREHES AR,

®3.1 ERE#E#HEZSHEAE

1-7 2t
x y

T+ T 1+

! AOERS, EEHE
x=rcos(t), y=rsin(r)

BT (b, B), AR

h
(h, k)
X

Rtk | BT
y

WE, POERR, FAKHAha, FIEHHBD

X
x x=h+rcos(r), y=k+rsin(r)

x=acos(t), y=bsin(t)
x

x_al—t2 2
T AT

—
-

A

R, O (h k), FACHDa, FIEHMND

x=h+acos(t), y=k+bsin(t)
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WL, Ty

x=t, y=at’

WLk, BT

x=at’, y=t

-
N

x=asec(r), y=>btan(t)

x_a1+t2 2
-2 YT

X

N

/0
AN
/O

e
N

Wk, ATy
x=atan(z), y=bsec(r)

I L 1+7
2 77

SRARAREGHERTESE=E M, M6

x = cos(at) — cos(bt)’
y =sin(ct) - sin(dt)k

(3.24)

La. by c. d- KR AEEN, FRSHARETE L2HSME LML, MRS 12F7x. W

TRADAHIES.12,

figure (1)

subplot (3,2,1)
a=1; b =80; ¢c=1; d =

plot curve (a, b, ¢, d, 3,

subplot (3,2,2)
a=280; b=1; ¢c=1; d =

plot curve (a, b, ¢, d, 3,

W MATLABSE RS FTFRM (PIZR) =#% 1IEX (L) .indd 97

80;
k)

80;
k)

D
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subplot (3,2, 3)
a=1; b =280; ¢c=1; d=280; j=3;, k=14
plot curve (a, b, ¢, d, 3, k)

subplot (3,2,4)
a=280; b=1; ¢c=1; d = 80; J
plot _curve (a, b, ¢, d, j, k)

1
w
~.
o~

1
S

subplot (3,2,5)
a=1; b =280; ¢ =280; d=280; j=23; k =4;
plot curve (a, b, ¢, 4, j, k)

subplot (3,2, 6)
a=1; b =280; ¢c=280; d=1; jJ =3; k = 4;
plot curve (a, b, ¢, d, 3, k)

function plot curve (a, b, ¢, d, J, k)

t

0:0.001:2*pi;

cos (a*t) - cos(b*t).”7;

X
y = sin(c*t) - sin(d*t)."k;
plot (x,v)

daspect ([1,1,11)

set (gca, "xtick', [])

set (gca, 'ytick', [])

set (gca, "ztick', [])

axis off
xlabel ('x'");ylabel('y');zlabel('z");
title({['a = ',num2str(a),'; b = ',num2str(b), ...

'; ¢ = '",num2str(c),'; d = ',num2str(d),"';"'],...

['"] = '",num2str(j),'; k = ", num2str(k)]})
end

(a) a=1;b6=80;c=1;d=80; (b) a=80;b=1;c=1;d=80;
j=3;k=3 Jj=3:k=3

T
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E3.12 FESHEAESHERML
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(¢c) a=1;b6=80;c=1;d=80; (d) a=80;b=1;c=1;d=280;
j=3k=4 j=3k=4
i
A
(e)a=1;b=280; c=80;d=80; ) a=1;b=80;c=80;d=1;

[&3.12 (40)

—TL— KRR y=fx) =kx + ¢, BE—NSEWERELZREMYIEE. &L, WEN T T
F(x,y) R

F(x,y) 7E (x,, y,) RANEEE, BIFE EAx) %@ Endid FUKE:

WE3.13(a) i, KWEEEAMRMUELX, Filt, B LERE—RZOEHTHLEAFKA.

BN, EEEnHIF(x, y) HERE.

(@)

r=[1, dfidx]"

L_l_

n = [dffdx, -1]"
E3.13 FHEZZaEMNYEE

EAMBERESx) —ISEEIERNE, FAitt, REZB—NSEdIdRFEEL LR E:

%32  #EA VI | Elements of Mathematics for Finance
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WEB3.13(b) A, EHAIL, BEAVIQEMBELRKRAYIRTR. BEI4RTT AIM—TEEE
MY EEX. EPEETmME3 138K,

(a) (b)
n= [ —dfidx, 117

E3.14 FHEZZOEMYEE, BI—MEX

WMEBASFiR, FERNER—20K,,v,) B BH%ax + by + c = 0BEB hd, AITERWT:

Yo

|axQ + byQ + c‘

Ja’ +b’

d= (3.28)

ax+by+c=0
E3.15 FEEER—AZELDS
BHNBREER L —ERYABN B ERESFE LK.
HRE—SHEMELFTELAE—, —SHRERERT —KEL. NE3.16%4 H B854
WARA (X ¥y 2,) BEVIEEET=[m, n, p]". P(x,y,2) NEL EEE—R, @EPAX-x,y -y, 2—
) T Fr, AAE TR

T YN 275 4 p#0 (3.29)
m n P
Z -
(X,y,z)////
o0~
P
(X0 Yo» Z0)
e
! .
y
X

K316 ZEEZLENX

VIATLAB & RAFLI& B FRURFRM | BB SEL
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EXEPMABE—MBSERNRREELENTTE. BEXAZE, XERH T ELT@OEM
HEARGRR. sIALAIRK, THEWTIE:

£, BB Tm. nSpholER. LHRBERTRELSHITRELE.

3.3 ms

NFEB—TTREOE y = fx), TERP(X, y,) 2 FIEAY) —NSE, FEPRAVIARE. fix)
FEPRINE TR T

WE3TFR, RERAMEE ) FEPA (x, ) VI E:

Y=/

7= (1, df/dx)"

R G A

E3.17 EEAx) FPEIEmEFN LG E
MEBELAR, VREREPSNELHME . ME—TFEEL—HF, EFEEEN T T
Flx, y) RE:

PR (x,,y,) 7EE1E:

3% HEA VI | Elements of Mathematics for Finance NN
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B, EKEEBEPRNMNETZTUMEN. MM TREHHE, HAdiff) Fquiver() REITE NS
¥, FofREaEMnE:

Sox) =B SEA T

PR (x,, y) EAIERFRIKAMNT:

MBE—MEeER, L5 RENEFER I ER .. LK Hgradient(). surfnorm() Fquiver()
SR, APEEEBRTNMquiverO R LF VB EFNERE. E3I8ERE [-5, 5] STEHEEZWE,
TEMN B ZREMYIEER/NFFE .

(2) (b)

E3.18 R fx) NERZEEEMTIEE
AR AD 4 5 E3.18.

clc; close all; clear all

x_fine = -5:0.1:5; x_coarse = -3.5:0.5:3.5;
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f x fine = double (subs (f, [x], {x _fine}))
f x coarse = double (subs (f, [x], {x coarse}));

df x coarse = double (subs (df, [x], {x coarse}));

figure (1)
subplot (1,2,1)
plot(x_ﬁne,f_x_ﬁne,'color',[0,96,166]/255); hold on
plot (x coarse,f x coarse, 'xk'")
quiver (x_coarse,f x coarse, ...

df x coarse,-1 + 0*df x coarse, ...

'color', [255,153,255]/255)

decor

subplot(1,2,2)
plot (x fine,f x fine, 'color', [0,96,166]/255); hold on
plot (x coarse,f x coarse, 'xk'")
quiver (x_coarse,f x coarse, ...
1 + 0*df x coarse, df x coarse, ...
'color', [0,153,255]/255)

decor

function decor ()

daspect ([1,1,1]1); xlim([-5,5]); ylim([-5,5]1);

ax = gca; box off; grid off

ax.XAxisLocation = 'origin'; ax.YAxisLocation = 'origin';
yticks ([-4:2:4]); xticks([-4:2:4]); xlabel('x'); ylabel('y")
end

TBE—XEBERE, WIEBRFEEL (implicit function), BAEHIE, NEERSERRESGET. L
WrR, B TRABARETE:

x+yr=1 (3.39)
EXH, xAHELE, yARETE:, AIAYHE——MHXR. APEIZFSHATE I
Widfimplicit() Ffimplicit3() R IR R EF B EF NS BE R AT NEANBNBERREEEEF
EEE. MBMEFRAG], TEIE Fix,y) RE, 0T
F(Ly)=x2+y271=0 (3.40)

ryFE, BEER—RPR (4,5, ARRFARMT:

i
oF oF
n(xo‘J’n) = [ ] — (23&, 2y)T

e (3.41)

("u s}’a)
(Xu J’n)

PR (x,, y,) MEIERFRIARINT:

35 H¥EAH VI | Elements of Mathematics for Finance [MNOJB]
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B3 19FRENEA EAEBABY@EFEEDE, THNTRBIKE. TIRBE BB, 5L
= AaEEERE oK.

clc; close all; clear all

syms x Yy

[XX1, XX2] = meshgrid(-3:0.2:3,-3:0.2:3); % 0.4
[XX1 fine, XX2 fine] = meshgrid(-3:.2:3,-3:.2:3);

figure (1)
hold on

thetas = pi/12:pi/6:2*pi;

_‘ MATLABS XS FTFRM (PUZ%) =A% I (L) .indd 104 $ 2020/9/28 20:14:35 ’/

for ii = 1l:length(thetas)

daspect ([1,1,11])
xlim([-2.1,2.1]); ylim([-2.1,2.1]);
ax = gca; box off; grid off

ax.XAxisLocation = 'origin';
ax.YAxisLocation = 'origin';
yticks ([-2:1:2]1); xticks([-2:1:2])
xlabel ("x"); ylabel('y"')
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®3.19 SBARREREEEFYEE

3.4 =aEE

HRE—R, SEMELEEETAEE—, VYA LEL—SMFEEiaEHE— N TH.
FHAEEAN = [m, n, p]", ESALIRA (x, ¥, 2,) FEERSPLIRA (v, p, 2). WE3.20fT
™ BEPAEETn, BSEOTFHBIR:

(m n p)T~(x—x\J Y=, z—ZO)T:O (3.43)

X
A (%o Yo 2o)

O
P(xy 2)

K320 Z[EFEENX

EREBENT
m(x—x,)+n(y—y,)+p(z—2,)=0 (3.44)
M= FEBT T
ax+by+cz+d=0 (3.45)

35 H¥EAH VI | Elements of Mathematics for Finance [MNOE)
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ERNER— AR ERMBAZEN T %, BEEX—DEREF(X,y,2) 1T:

AR (X ¥y 2,) R A BB THKRE:

MEREER, FES I RAEOER2—8, MitE FRBEARVELX. AEELRECER
W, EXnEREBEXNE L —EPNEREILF—E:

HETRSAD, EXTEHRBEXAMNEE: =Ax,y) B, Ry ABEE, z=Ax,y) WEE
2. B&c=-1, ¥FEHFEAM—NEE, B2TH:

NE@REREFREZEEEEFHARY, WEB21MHR. EAFRSESHEATITILX—

E3.21 k@S TR
MBE—MESEZR, BrIlmNREFEE. XE, BUEAEKRBITLEAQE, WR3.22F7
w, ROFEELAR—SEREF T, MEEREXE, IEHEEEEA/NMEE, HEERE.
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