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ABSTRACT

Computational finance plays a pivotal role in addressing the challenges posed by the 
dynamic and interconnected nature of financial markets. By combining mathematical 
rigor with computational power, this field contributes to the development of innovative 
solutions for pricing, risk management, and decision-making in the financial 
industry. Computational finance is a field that leverages mathematical techniques, 
statistical methods, and computational tools to analyze and solve complex financial 
problems. In recent years, the intersection of finance and technology has given rise 
to a transformative wave, reshaping the landscape of traditional financial systems. 
This study delves into the dynamic realm of computational finance, exploring the 
profound impact of disruptive technologies on established practices and processes 
of computational finance.
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Disruptive Technologies in Computational Finance

1. INTRODUCTION

In recent years, the intersection of finance and technology has given rise to a 
transformative wave, reshaping the landscape of traditional financial systems. This 
chapter delves into the dynamic realm of computational finance, exploring the 
profound impact of disruptive technologies on established practices, processes, and 
paradigms within the financial industry (Hickey & Conway, 2021). As we navigate 
through an era characterized by rapid technological advancement, it becomes 
evident that these innovations are not mere catalysts but rather formidable forces 
that are fundamentally altering the way financial transactions are executed, risks 
are managed, and decisions are made.

1.1 Computational Finance

Computational Finance is an interdisciplinary field that leverages mathematical 
techniques, statistical methods, and computational tools to analyze and solve complex 
financial problems. It resides at the intersection of finance, mathematics, and 
computer science, aiming to develop models, algorithms, and numerical solutions 
to address challenges in the financial industry (in ’t Hout et al., 2018; Mathis & 
Almarzoqi, 2022). At its core, Computational Finance seeks to enhance decision-
making processes, risk management, and the understanding of financial markets 
through the application of advanced computational methods. This field emerged 
in response to the increasing complexity of financial instruments, the growing 
volume of financial data, and the need for more sophisticated modeling techniques 
to capture the dynamics of financial markets (Serov & Vasiliev, 2023; Trapletti & 
Hornik, 2017).

1.2 The Key Components of Computational Finance Include

Mathematical Models: Computational Finance relies on mathematical models to 
describe and understand financial phenomena. These models may range from simple 
ones, such as the Black-Scholes model for option pricing, to more complex models 
that account for factors like market frictions, transaction costs, and behavioral aspects.

Numerical Methods: Given the mathematical complexity of financial models, 
numerical methods play a crucial role in solving equations and simulating financial 
scenarios. Techniques such as finite difference methods, Monte Carlo simulations, 
and optimization algorithms are commonly employed to obtain numerical solutions.

Statistical Analysis: Computational Finance heavily incorporates statistical 
methods for data analysis, risk assessment, and model validation. Techniques 



 

 

13 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/chapter/disruptive-technologies-in-computational-

finance/336096

Related Content

A Study of Neutrosophic Shortest Path Problem
Ranjan Kumar, Arindam Dey, Said Broumiand Florentin Smarandache (2020).

Neutrosophic Graph Theory and Algorithms (pp. 148-179).

www.irma-international.org/chapter/a-study-of-neutrosophic-shortest-path-problem/243012

A New Approach to Associative Classification Based on Binary Multi-

objective Particle Swarm Optimization
Madhabananda Das, Rahul Roy, Satchidananda Dehuriand Sung-Bae Cho (2011).

International Journal of Applied Metaheuristic Computing (pp. 51-73).

www.irma-international.org/article/new-approach-associative-classification-based/55297

A Dual PSO-Adaptive Mean Shift for Preprocessing Optimization on

Degraded Document Images
Aicha Eutamene, Mohamed Khireddine Kholladi, Djamel Gaceband Hacene Belhadef

(2017). International Journal of Applied Metaheuristic Computing (pp. 61-76).

www.irma-international.org/article/a-dual-pso-adaptive-mean-shift-for-preprocessing-

optimization-on-degraded-document-images/171463

Representation of Meaning in Different Semiotic Systems
 (2018). Concept Parsing Algorithms (CPA) for Textual Analysis and Discovery:

Emerging Research and Opportunities  (pp. 1-24).

www.irma-international.org/chapter/representation-of-meaning-in-different-semiotic-

systems/186504

A New Meta-Heuristic Based on Social Bees for Detection and Filtering of

Spam
Reda Mohamed Hamou, Abdelmalek Amineand Amine Boudia (2013). International

Journal of Applied Metaheuristic Computing (pp. 15-33).

www.irma-international.org/article/a-new-meta-heuristic-based-on-social-bees-for-detection-and-

filtering-of-spam/96930

http://www.igi-global.com/chapter/disruptive-technologies-in-computational-finance/336096
http://www.igi-global.com/chapter/disruptive-technologies-in-computational-finance/336096
http://www.igi-global.com/chapter/disruptive-technologies-in-computational-finance/336096
http://www.irma-international.org/chapter/a-study-of-neutrosophic-shortest-path-problem/243012
http://www.irma-international.org/article/new-approach-associative-classification-based/55297
http://www.irma-international.org/article/a-dual-pso-adaptive-mean-shift-for-preprocessing-optimization-on-degraded-document-images/171463
http://www.irma-international.org/article/a-dual-pso-adaptive-mean-shift-for-preprocessing-optimization-on-degraded-document-images/171463
http://www.irma-international.org/chapter/representation-of-meaning-in-different-semiotic-systems/186504
http://www.irma-international.org/chapter/representation-of-meaning-in-different-semiotic-systems/186504
http://www.irma-international.org/article/a-new-meta-heuristic-based-on-social-bees-for-detection-and-filtering-of-spam/96930
http://www.irma-international.org/article/a-new-meta-heuristic-based-on-social-bees-for-detection-and-filtering-of-spam/96930

