For favour of Notice Board

INSTITUTE COLLOQUIUM

(Divn. of Physical & Mathematical Sciences)
by

INDIAN INSTITUTE OF SCIENCE Professor Mrinal K. Ghosh

BANGALORE

Department of Mathematics

Abstract:

We begin with a brief introduction to Black-Scholes
theory of option pricing. We then describe the
structural approach to credit risk. We identify the
equity and the debt of a firm as appropriate options
on the asset of the firm. Using this we derive the
price of the debt and the default probability.
Finally we develop an EM algorithm to estimate the

} relevant parameters associated with the asset of

the firm.
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