Financial Mathematics

Basics of stochastic
differential equations



3700-1.
Define V : R? — R? by V(x,y) = (2, —4).
Find the maximal flowline for V
footed at the point (—2,0).

3700-2.
Define V : R?2 — R? by V(x,y) = (3z, —4y).
Find the maximal flowline for V

footed at the point (2,5).
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Find a 2 x 2 matrix C s.t.

C—1MC is a diagonal matrix.

3700-3. Let M =

3700-4. Define V : R2 — R?2 by

Find the maximal flowline for V
footed at (1,—1).

3700-5. Let Wy be a Brownian motion.

Let X3 be the solution to
dXy = 4dWy — 2 dt, Xog=1.

Compute E[e*573X7].




