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Control and Cybernetics

vol. 37 (2008) No. 3Book review:ADVANCES IN MATHEMATICAL FINANCEbyMihael C. Fu, Robert A. Jarrow, Ju-Yi J. Yen, Robert J. Elliott(Editors)The book is a Festshrift in honour of Dilip B. Madan, one of the bestknown sientists in mathematial �nane. It is a olletion of artiles writtenby the partiipants of the �Mathematial Finane Conferene in Honour of the60th Birthday of Dilip B. Madan�, whih was organized at the Norbert WienerCenter of the University in Maryland, on September 29 � Otober 1, 2006.The book is organized as follows. The Prefae introdues the readers to theontents. There are also some photos of Dilip Madan and other partiipants ofthe onferene at the end of it. The proper artiles are divided into three partsand they are preeded by Career Highlights and List of Publiations of DilipMadan.All artiles are written by eminent world-known sientists from the �eld ofmathematial �nane and stohasti analysis. The artiles ontained in the �rstpart are dediated to stohasti proesses and their appliations to mathematial�nane. The seond part deals with asset priing and hedging of derivatives.The third part ontains ontributions onerning redit risk and investments.The �rst artile in Part I, �The Early Years of the Variane-Gamma Pro-ess�, written by Eugene Seneta, is a history of ollaboration of Dilip Madanand the author. It presents the beginning of appliations of the symmetriVariane-Gamma distribution and the Variane-Gamma (VG) proess for log-prie inrements. It also desribes the harater of Dilip Madan as a man and adistinguished researher. The next artile, by Mihael Fu, presents methods ofsimulation the VG proess. It desribes three methods of sequential sampling:Simulating VG as Gamma Time-Changed Brownian Motion, Simulating VG asDi�erene of Gammas, and Simulating VG as (Approximate) Compound Pois-son Proess. Among them the third method is the most general and an beapplied to any Levy proess. The artile also presents two methods of bridgesampling: Simulating VG via Brownian (Gamma Time-Changed) Bridge andSimulating VG via Di�erene-of-Gammas Bridge. They are espeially valuablefor priing path-dependent options. Moreover, the author onsiders variane re-dution via important sampling. Finally, he disusses the problem of estimation
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