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IAFE Senior Fellow John Hull speaks on CDS, Volatility and Credit Quality 
On March 18, over 130 guests attended a talk by 
John Hull, IAFE Senior Fellow and the Maple  
Financial Professor of Derivatives and Risk     
Management at the Joseph L. Rotman School of 
Management, University of Toronto.  

 
Dr. Hull´s excellent presentation was based on 
two recently completed research projects, both 
of which he co-authored. The first was an      
empirical study of the relationship between credit 
default swap spreads and ratings announcements. 

The second was a theoretical and empirical study 
concerned with the relationship between equity 
volatility skews and credit quality under Merton´s 
model. The research concludes that both CDS 
spreads and volatility skews are useful indicators 
of a company´s credit quality. 

 
The talk was held at Goldman Sachs in New York 
City and was generously sponsored by SunGard 
Trading & Risk Systems and the Risk Waters 
Group. 
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On February 4, the annual Financial Engineer of 
the Year Award Gala Dinner was held at the 
stunning Delegates’ Dining Room and West   
Terrace at the United Nations in New York City. 
 
This year’s honoree was Dr. Jonathan Ingersoll, 
the 2002 recipient of the IAFE/SunGard Financial 
Engineer of the Year Award. Dr. Ingersoll is the 
Adrian C. Israel Professor of International Trade 
& Finance at the Yale School of Management. The 
FEOY Award recognizes individual contributions 
to the advancement of financial engineering. As 
the tenth recipient of the award since its       
inception in 1993, Dr. Ingersoll joins a prestigious 
list of previous award winners. He has also    
graciously accepted an invitation to become the 
IAFE’s newest Senior Fellow! 
 
Close to 300 people gathered to honor Dr.   
Ingersoll’s achievements in the field of financial 
engineering and celebrate his receipt of the    
Financial Engineer of the Year Award. The     
evening’s program was capped by his delightful 
thank you speech. Following the IAFE tradition, 
Dr. Ingersoll will give his main academic talk, as 
the 2002 Financial Engineer of the Year, at the 
IAFE’s Annual Conference, which will be held in 
Milan on June 5. 
 

The dinner program also included a notable   per-
formance based Kent Osband’s book, IceBerg 
Risk. The selected excerpt focused on the trials of 
Dr. Dementi who, among the many psychological 
therapy products he has pioneered, is busy   
working on a therapy resort chain ClubMad. The 
New Jersey ClubMad is home to “Bloom-again 
terminals” - machines that have been ingeniously 
re-engineered to allow users to turn back the 
clock and insert new data. His experience in   
finance has now led him into the business of   
helping traumatized traders “Lose that Loser’s 
Feeling.” 
  
For our small performance, we were lucky to 
have Dr. Emanuel Derman (Columbia University), 
IAFE Senior Fellow, in the role of Dr. Dementi; 

(Continued on page 3) 

FE QUARTERLY 
The Newsletter of the IAFE 



In response to overwhelming demand, the IAFE’s 
newly formed Education Committee has       
developed an FAQ for students who are      
interested in pursuing a graduate degree in   
financial engineering/financial mathematics. Below 
please find some excerpts from the online FAQ.  
 
What is financial engineering? 
 
Financial engineering refers to the application of 
various mathematical, statistical and             
computational techniques to solve practical 
problems in finance. Such problems include the 
valuation of derivatives instruments such as  
options, futures and swaps, the trading of     
securities, risk management and regulation of 
financial markets. 
 
There are many names I have heard be-
sides financial engineering, such as finan-
cial mathematics, mathematical finance 
and computational finance. What differ-
ences, if any, are there between these 
names? 
 
The differences in names are mainly cosmetic, 
reflecting to a large degree differences in the 
organizations sponsoring the names. The name 
financial mathematics is relatively new and seems 
to have arisen from mathematics departments 
that have sponsored programs in areas relating 

to financial engineering. The name financial   
engineering is older – for example, the IAFE was 
founded in 1992. In this FAQ we will use the 
names financial engineering, financial mathematics 
and mathematical finance synonymously. 
 
What sorts of majors do undergraduates 
who pursue degrees in financial        
mathematics masters programs have? 
 
Students in financial mathematics masters     
programs have degrees in a variety of different 
majors, but a majority have degrees in pure and 
applied mathematics and engineering. Other 
majors with significant representation include 
computer sciences, physics, engineering,       
economics and a variety of liberal arts majors. 
Despite the concentration in mathematics and 
engineering, the important common factor 
among students is a foundational level of training 
in mathematics and computer programming and 
a strong interest in finance and financial markets. 
 
What sorts of careers do financial         
engineers pursue? 
 
Financial engineers use the skills they acquire 
during their degree programs toward a broad 
selection of careers in finance, including the  
trading of securities, financial modeling, sales, risk 
management and portfolio management. We 
believe that the skill sets acquired in a financial 
mathematics masters program are sufficiently 
broad to prepare students for many interesting 
fields. Moreover as it is increasingly recognized in 
financial firms that computational and        
mathematical skills are critical to the success of 
all organizations, the market for students with 
financial mathematics degrees continues to 
broaden. 

IAFE Board Member, Richard Lindsey introduced 
Commissioner Atkins, who spoke for thirty  
minutes and then answered questions. 
 
The Commissioner’s full remarks should be  
available online soon at www.sec.gov, the SEC’s 
web site. 

On April 3, 2003, the IAFE was delighted to host 
a public policy speech by Paul S. Atkins,       
Commissioner, U. S. Securities and Exchange 
Commission. Over 140 guests attended the 
Commissioner’s presentation. The event was 
held at the McGraw-Hill Building in New York 
City. 
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For more information on the Education 
Committee, please visit the IAFE’s web site 

or use this link  

http://www.iafe.org/?
id=educationcommittee 

New Suggestions For 
Students Considering 
Graduate School. 

For details on the IAFE’s 
Upcoming Events, check 
out www.iafe.org/
events.php 



the author Kent Osband as one of his unhappy 
patients; and Barbara Matthews (Institute of In-
ternational  Finance) as Dr. Ford, a mutual fund 
manager who has a job for Dr. Dementi. Tanya 
Styblo Beder (Caxton Associates), IAFE      
Chairman, was our kind narrator. 
 
Our regular program of speakers continued the 
light-hearted spirit of the evening. David Rowe 
(SunGard) continued the tradition of his annual 
show-and-tell presentation with a display of a 
two foot long slide rule. Dr. Emanuel Derman, 
who was the Chairman of the Selection       
Committee for the 2002 Financial Engineer of 
the Year, presented remarks on the process 
behind the FEOY Award and ventured further to 
draw some unforgettable connections between 
the derivatives field and the current international 
scene. Steve Ross (MIT), IAFE Senior Fellow, 

introduced this year’s recipient with warm and 
insightful comments based on his own personal 
collaborations with Dr. Ingersoll. Both Dr.    
Derman and Dr. Ross’s remarks may be found 
on the IAFE web site, www.iafe.org. 
 
We were joined in our festivities by many leading 
companies: SunGard Trading & Risk Systems; 
AIG; Andrew Davidson & Co.; Bear Stearns & 
Co., Inc.; BlackRock Solutions; Borsa Italiana; 
Capital Market Risk Advisors; Caxton Associ-
ates, LLC; Deloitte & Touche LLP; Deutsche 
Bank Securities; Ernst & Young; Fimat USA, Inc.; 
Financial Insights; First Quadrant, L.P.; Goldman, 
Sachs & Co.; III Offshore Advisors; Instinet;  
International Securities Exchange, Inc.; JPMorgan 
Chase; Paloma Partners; Pricewaterhouse    
Coopers; RiskMetrics Group; Rothstein, Kass & 
Company; and Tremont Advisors. 
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UPCOMING EVENTS 

“How I Became a Quant” 
Top Financial Engineers Explain How 

They Got Where They Are Today  
 

Panelists Answer 
 Student Questions about Careers 

in Quantitative Finance 
 

Sponsored by ISE, Polytechnic University 
and Goldman Sachs 

 
May 7, 2003 

6 pm 
Goldman Sachs, 10 Hanover Square 

Assessing Risk in Risk Assessments 
A Talk by Steve Figlewski, 

Professor, NYU Stern School of Business  
and IAFE Board Member  

with a Discussion and Cocktail Reception to Follow 
 

Sponsored by PricewaterhouseCoopers  
and Goldman Sachs 

 
April 23, 2003 

6 pm 
Goldman Sachs 

180 Maiden Lane 
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IAFE Technology Committee Presents 
 

State of the Art in Computing for 
Quantitative Finance:  
What Technologies Will 

Make a Difference ? 
A Panel Discussion  

 
Sponsored by SunGard Trading &  
Risk Systems and Goldman Sachs 

 
May 13, 2003 

6 pm 
Goldman Sachs,10 Hanover Square 

 

IAFE Operational Risk Committee Presents 
 

Operational Risk & Insurance 
A Panel Discussion 

 
Sponsored by Reuters  
and Goldman Sachs 

 
May 1, 2003 

6 pm 
Goldman Sachs 

10 Hanover Square 
 
 

With close to 300 guests, 
this FEOY Award Dinner 
was our best yet! 

Beyond the hype, what 
technologies are going to 
make a real difference? 
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11th Floor 

New York, NY 10022 
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Phone: 212-317-7479 

Fax: 212-527-2927 

Email: main@iafe.org 

The IAFE is a professional society dedicated to fostering the profession of quantitative finance by pro-
viding platforms to discuss the cutting-edge and pivotal issues in the field. Founded in 1992, the IAFE is 
composed of individual academics and practitioners from banks, broker dealers, hedge funds, pension 
funds, asset managers, technology firms, regulators, accounting, consulting and law firms, and universi-
ties across the globe.  

 

Throughout its history, the IAFE’s pre-eminent leadership has positioned it to respond with savvy to 
the evolving needs of the financial engineering community. Through frank discussions of current policy 
issues, sponsoring educational programs and recognizing the outstanding achievements in the field, the 
IAFE acts as a beacon for the development of quantitative finance. The IAFE’s programs – from area-
specific committees to monthly panel discussions to the Financial Engineer of the Year Award – are 
designed to provide our membership with uniquely valuable opportunities to enhance their work in 
the field and socialize with their colleagues. 
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New IAFE Links 

Dedicated to the development and advancement of financial engineering. 

Get Your Calendars 
Ready!  
 
Event registration is  
available online  
at www.iafe.org! 

Check out our web site! 

www.iafe.org 

Interested in Sponsoring  
an Upcoming IAFE Event? 

 
It’s a terrific opportunity  

to market your product to leading  
professionals in quantitative finance. 

 
Call Annie Bystryn, Director, IAFE 

at 212-317-7479. 
 

In March we launched 
 our brand new web site.  

Check out some of our new links! 
 

Academic Programs 
 in Financial Engineering 

US & International 
http://www.iafe.org/?id=academicprograms 

 
Investor Risk Committee 

http://www.iafe.org/?id=investorriskcommittee 
 

FAQ for Students 
http://www.iafe.org/?id=faq 

 
 Upcoming Events and  

an Archive of Past Programs 
http://www.iafe.org/events.php 

 
IAFE Senior Fellows 

http://www.iafe.org/?id=seniorfellows 

As Spring Turns into Summer... 

2003 HEDGE FUND CONFERENCE 

We are delighted to announce that our annual          
conference this year will be titled the 2003 Hedge Fund 
Conference and will be jointly hosted by the IAFE and 
Borsa Italiana. The event will be held on June 5, 2003 in 
Milan, Italy. Details are available on the IAFE web site. 


