&

The Hong Kong Polytechnic University
Department of Applied Mathematics

Colloguium

On
Risk Measures and Backward Stochastic
Difference Equations

by
Professor Robert J. Elliott
University of Adelaide

Abstract
A key question in Mathematical Finance is: Given a future random payoff X, what are you
willing to pay today for X? One could also ask: How risky is the future position X? Many
attempts have been made to answer this question including Expected utility, CAPM, Convex
Risk Measures, Value at Risk etc. In a simple discrete time framework, including the familiar
binomial model, we shall describe a new answer to this question.
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