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Abstract:

In this talk, we start with an example of linear programming (LP) models about the asset/liability
cash flow matching known as the short term financing. We then discuss another linear
programming (LP) model: asset pricing and arbitrage including the two types of arbitrage
opportunity and the condition of no-arbitrage opportunity. In addition, we talk about the relation
between no-arbitrage opportunity and martingale measure. At the end, we define risk neutrality

and risk-neutral probability measure.
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