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About the FDP

The developments in finance theory and financial econometrics have played a critical role in spurring innovation
and growth. This has led to substantia deepening of global capital markets. In the world of finance, there are many
complex problems which include risk management, volatility estimation, building financial models, capital asset pricing,
derivative pricing, portfolio management, risk-adjustment returns, simulating financial systems, hedging strategies.
Financial econometrics provides useful theoretical foundation and provides guidance to solve these problems. Financia
econometricsis an integration of finance, economics, statistics, probability and applied mathematics.

This FDP, sponsored by AICTE aimed at introducing and imparting a thorough understanding of advanced time
series econometrics tools that are widely used in the field of empirical financia economics research and practice. The
programme also offered hands-on training using econometric software to equip the academicians and scholars with
application of specific software and a clear understanding of interpretation of the results.

INAUGURAL FUNCTION

The Inauguration of AICTE Sponsored Two Week Faculty Development Programme (FDP) on Financial Econometrics —
Theory and Applications started with the lighting of lamp by the Correspondent and Secretary Dr. N Vijay
BhaskarChowdary, Chief Guest to the function Dr. Parameshwarlyer, Principal Research Scientist, Department of
Management Studies, Indian Ingtitute of Science, Bangalore, Director and CEO Dr. S. Narayanan, Principal Dr C
Yuvaraj, Head & Professor, MITS School of Business Dr. D. Pradeep Kumar, Dean I11C Prof. Ch. Rama Prasad Rao, and
Dr Mohammed Mujahed Ali, FDP Coordinator.

51 external and 28 internal members participated in the FDP. The external participants were from various states of India -
Jammu & Kashmir, Kerala, Assam, Pondicherry, Tamilnadu, Karnataka, Andhra Pradesh and Telangana.

Dr. Parameshwarlyer in his Keynote address stressed on research, publications, patents, copyrights. ‘Financial
econometrics is set against a backdrop of rapid expansions of interest in the modelling and analysis of financial data and
the problems to which they are applied. Technological invention and trade globalization have brought usinto a new era of
financia markets. Over the last three decades, enormous number of new financial products have been created to meet
customers’ demands. For example, to reduce the impact of the fluctuations of currency exchange rates on a firm’s finance,
which makes its profit more predictable and competitive, a multinational corporation may decide to buy the options on the
future of foreign exchanges; to reduce the risk of price fluctuations of a commodity (e.g. lumbers, corns, soybeans), a
farmer may enter into the future contracts of the commodity; to reduce the risk of weather exposures and energy
companies may decide to purchase the financia derivatives based on the temperature. Financial econometricsis an active
field of integration of finance, economics, probability, statistics, and applied mathematics. Financia activities generate
many new problems, economics provides useful theoretical foundation and guidance, and quantitative methods such as
statistics, probability and applied mathematics are essential tools to solve quantitative problems in finance. To name a
few, complex financia products pose new challenges on their valuations and risk management. Sophisticated stochastic
models have been introduced to capture the salient features of underlying economic variables and used for security
pricing. Statistical tools are employed to identify parameters of stochastic models, to simulate complex financial systems
and to test economic theories via empirical financial data.’
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18 | Dr. Narasimha Murthy Assistant Professor Dept. of Mathematics, MITS
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