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(OPTION PRICING MODELS: FROM BACHELIER TO AMERICAN APPROXIMATIONS)

TRIPHOP MAHITHITARMMATORN

ABSTRACT ‘Ummmmﬂumsmummwu 1889A1TNNUA 1A DD ULU (option pricing models) amwju
JEUU mumwumaawmaaw (Bachelier Model, 1900) ﬁmm’gﬁﬂivmmmmamaaﬂwuwmmmuium
3RS 15 Liumﬂwugmﬁuaaﬂiumumiqmmiﬁiaﬁmawmmaqﬁmaum‘wa Taun NstAdauiLuu U
aﬁﬁmaﬂmaﬁm (Arithmetic Brownian Motion, ABM) Lagl89L3U1ANE (Geometric Brownian Motion, GBM)
f\nﬂﬂfuﬁ’wmiﬁmwuﬁmmLuuﬁﬂ J%@d-1395 1 (Black-Scholes-Merton) LagLUAN-76 (Black-76) dm5U
ammﬂa 1909 IumuﬂuaqaaU%uLLuuaLmnumm l@uBIUUT1a09Baulal (Binomial WaY Trinomial Tree)
wsauuwwmumiamaLLUUf\naaaLLuaﬂ Iﬁuaaimamﬂamwgwamﬂaw (Central Limit Theorem, CLT)
AREAIUATUTEINATIATIEN VR UTTSLU-01AE-1288 (Barone- Adesi-Whaley) u,ayumsﬂsuum Amuadun
(Bjerksund-Stensland) mawqmLanaagﬂLﬂsamaquwg]maaLiml,wumammémmﬁyuEmu Taun qmﬂv\la
ufu-uAne (Feynman-Kac Formula) wazWanduniu (Green function) W%@Nﬁ’jﬂﬁ@ﬁ]ijﬂ’nuﬁuﬁuéL‘%ﬂ;ﬂﬁLﬁﬂ
il (no-arbitrage) s¥veBUT LY T ULATIUUDILT Y

1. unin (INTRODUCTION)

ﬂ’]iﬁmim’lauﬁué%’]ﬂﬂ’ﬁﬁu (financial derivatives) ﬁﬁaa“lﬁawmaaéwuaﬂmﬁamﬂﬁuﬁamm
UMY (volatility surface) A4 d1Aey neuayase i fanan o de 151 S0 AeINsIULUU S1a8I M
AdIAANERS 711902 Luaﬂmﬂauwuﬁﬂﬂﬂswﬂmiuwmﬂwmaﬂim Nisummiamaauauiumit,aaﬂ
LuUsaes i asdunvesdnva saUtuduudle Lﬁuaaqmum‘wwaﬂ laun saUfuLuy glsy
(European option) Alranslaamy a Yuasufvue way 9eUTu LU LISy (American option) Al
amﬂmwm’smﬂauma ad TUATUANUN Imamiﬂuamaaﬂ%mmummaulumﬂ wuuUa (closed-form)
lnmsiualaslulyreufinnesidudosen amﬂiﬁﬂmmﬂ’s’mwmam‘divu’]mmamaaﬂﬁﬁuLL‘U‘U
E]LJJ‘jﬂuﬁ]’]ﬂE]E)USUULLUUQI?UV]U’)ﬂWJEJa’JuLWNSU@Qﬂ’]ﬂ‘lﬁﬂﬂﬁaﬁﬂﬂu’l (Early Exercise Premium) ﬂ@u%iﬂ
5@@@5145’1%LLammW'ﬁ’mmmLﬁumsuaqLLUUﬁi”]aaqmuﬁﬁunm

Definition 1.1 (aaﬂ%’uuazﬂﬁﬁumamuLmu). T S, WNUSIPNAUNENED1999 a1 1A ¢ poUTuTe (call)
waz e UTUUY (put) Adsenlyans (strike) K WazdUASUANUA T fWentunanaULNY O na1ATU
iy

Acan(S7) = (ST — K) T, Apu(ST) = (K — S7) ™, (D
1089l (2)* = max(a, 0). aaﬂ%’ul,wuq‘[iﬂiﬂ;aw%i{f o0 e T iy anuesdtunuvensiuluansly o
LIRIUEYA (stopping time) 7 € [t, T 1o 9.

Date: July 11, 2026.
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nelanseunisivunsiawuulsnsiiedils (no-arbitrage) yan1weseaUtukuUglsy s an t iy

APAnIsveINanauLnufAnan NelaunsInAnuuasdudeanans-ALEes (risk-neutral measure)
Q

V = E@[e_ S r(s)ds A(ST) ‘ ]:t}’ )
Tuyauzeautunuuasiutulymnisvegamunzay (optimal stopping)
VA= sup E@{e_ Fr()ds A (g ’]—"t}, 3)
TGIT[tYT]

108 Tp, 7 FewmveIna vgansualuye [t, 7). 1A9as e veaunanudniseenuimuinigm
UseTamansvawuudnass Buanwuudtassuwefiwluive 2 feruiinensgivdagaufiaiy
WAnanunsafnelaain [12].

2. WUUINADIVIBALY (BACHELIER MoODEL, 1900)

wuudnaeaLINSugLaualatnANnFanSYIINTIAT Maed U1wedlY (Louis Bachelier) luingnfinus
7 a.a. 1900 [2] Ineilinguszasaiveiansannginssuvassiadunsnenudsuudadly viwedieiaus
TulyaunfgunIsasuUALUUUI1IY (Brownian Motion) LLavamuamﬁmﬁuw%’mﬁmimvmEJG'hLLU‘U

Una (Normal Dlstrlbutlon) Na‘WﬁE]EJVLﬂ‘Ui”ﬂ']ﬁﬁ/mﬂ“UENGUE]aﬂJiJ@‘L!ﬂ’e]i’]ﬂ’]ﬁ‘u‘Vﬁ‘WEJﬂ’]iﬂ’]ﬁﬂllﬁ']@lﬂﬁﬂl@ "ZN
1148?’1‘1/18\‘1Lf"’]ElﬂﬂllE’N'J’]Lﬁu%ﬂ@@u%@QLL‘UUﬁ]’]ﬁ@Q LLG\ﬂﬁ‘Uﬂﬁ’]EJL‘l‘jUFﬂmaﬁJ‘Uﬁmﬁ]']LﬁUIUUWQﬂﬂ'WUﬂ'lim@Qﬁ]“’

ﬂm’;mmua’m mmaqmmaaw Lﬂuwumummmsmnmu:uumaawaﬁmﬁwqmﬁmmm“mum'ﬁ
am dlodunasm dunsne 7lipdoud WUUHHLTILAVALUR (Arithmetic Brownian Motion, ABM) LUy
maaau%gmﬁuamumﬂ A.A. 1900 LL@ﬂgﬂmﬂauuﬂmﬂmﬂummmqmimm-w (Covid-19) 1ilaifin
mamszﬂﬂmﬁwﬁuauamm Junseita CME laeenUsena CME Advisory #20-152 (5’u17'i 8 LUW8Y

2020) way #20-171 (YUN 21 wwgu 2020) [8, 9] Welasunduunlyuuudnassulwedwa1nsunis
MuuasIAeeUTUULdYYMTIA1198919RnaU A

Assumption 2.1 (Wa3RLUU ABM). A18launns Inmienats-anutdes s1a1dunsng (Msesianasiise
F) Lﬁu"LUmm:unm%qagﬁuﬁa‘[mmaaﬂ (Stochastic Differential Equation, SDE)
dF, = o dW;, 4)

108 o > 0 ABAMURUNIULUUUNR (normal volatility) U@ WW; ADNITEUIUNITREULLDITUIATFIU AU
Fr = Fy + onWr 3013035827867 N (Fo, 03, T).

Theorem 2.2 (gnssiAmeausuumedie). Nelauuigiu 2.1 uazdnsinenidelsnundesnsi r 5707
povdudouvvelsuiiisinluans K uasasuimun T iy

Fy— K
onVT’

198 @ Uag @ ADINTUNITUINUINTEAUUALHINTUA UYL ILULYBINITUINUIIUNAN 19 TFIUH IS IAV.

Cpach = e"7 [(FO — K)®(d) + onVT Md)} . d= 5)

Proof. 910 (2) W8U Fr = Fy + onVT Z 108 Z ~ N(0,1) fatiu
Chach = ¢ "TE[(Fr — K)'] =e "™TE[(Fy — K + onVT 2)*].
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nanauLnuduuIninelle Z > —dlag d = (Fy — K)/(onVT) 399

E[(Fy— K +onVT Z)"] = /oo (Fo— K +onVT 2)i(2) dz

= (Fy — K)/Oogo(z) dz + aN\FT/:z o(z)dz

—d
WMBUUIAWNAY (Fy — K) ®(d) 1a39mnauauung 1 — &(—d) = ®(d). dmsuimeuiiaadlyonanial
[ 2p(2)dz = —p(2) W ¢ (2) = —2p(2) FATU

/ (@) dz = [~ p(2)]%, = p(—d) = p(d),

—d
Tnglyrnuduiendun o(—d) = (d). SwlasuNauLazAuAIBiUIZNoUAnan e 7 la (5) Ay
AN O

Remark 2.3. ﬂmﬁll‘UG]Lﬂu‘U’eN 5) ﬂauammmummlmm Fy <O Win K <0 %QLﬁ‘ULM@N@VI CME \d8n

1‘[1LL‘U‘UQW@@QUIU‘U’NT]@’]U’MUW@&U mammwumaamuaﬂ I‘Uaﬁﬂﬁlaﬂﬂ’ﬁ In(Fy/K) LLﬁJ\NilI‘L!‘EJ’]ﬂJ
LllE]'i']ﬂ']G]@’ﬁ“U.

3. LUUI1A0ILUAN-1Yad-1uasHuY (BLACK-ScHOLES-MERTON MODEL, 1973)

LLUUﬁTWaaﬂuaﬂﬁmmaﬂLauaTma Newas WUAN (Fischer Black), lu5au 1ad. lvad (Myron S. Scholes)

way 151050 & a. |96 (Robert C. Merton) [6, 15] Na\‘l’]uuwﬂﬁi"ﬁaauﬁ”LﬂJ@W\‘Lﬂ@iUi’N’J@I‘LALUﬁﬁ’]‘U’]
Lﬂi‘lﬂﬁmﬁm (Nobel Memorial Prize in Economlc Sciences) tud A.@. 1997 ’d\‘iVILLUUR]Wa@QuUiUUNﬁ]m

LuUTaeIUIeRiefe HaREULMLTBIAUNTNETN1IN T eF U UUEINUETIA (Log-normal Distribution)
vitonaleanseaunine m?iauﬁuwzjm%mmmim (Geometric Brownian Motion, GBM) 335utszfiu
Nedinaduuiniane aéwabﬁmﬂuqﬂL%Mguaaﬂsﬁugﬂﬁwuwﬁm%’ué’%ﬁLLazﬁuLﬂwé’ﬂ windly
iﬂ?ﬁué@ﬁyﬂﬂaLﬁ]a%LLUUfﬁwaaﬁ%e‘]’qhimmzam mezmﬁﬁaﬁuﬁé%?{a‘lama (cost of carry) MNATTUN
Sulueruunuitagshnsuians udwiuiaeslufiaununisfonsedludnuusieitu Ussifutiasi
guuustaoaudn-76 luive 4

Assumption 3.1 (W& 39LUU GBM). aglaunsin@enats-anudes sniandunsneiduluaiy SDE

dSt = T‘St dt + O'St th, (6)
198 r Aeons ey lsANuLdes wag o > 0 AR ANUNUNIN INLEULNV8IB A (1t0°s lemma) 3¢ 1A
dInS; = (r — $02)dt + o dW; 98U Sy = Spexp((r — 20T + oWr) Fudunisnszaesuuuden
Upsila.
Theorem 3.2 (ammsmauwuﬁaaal,l,uaﬂ Toae). 7 V(S,t) Lﬁﬂl/ﬂﬁ7Waiﬁ7?/adé)UWiJ5W?/unU S Uay
t my?mm/mﬁm 3.1 /,m::m%aEzjwmamadZﬂazymumﬁiniﬁl mm V 109a08RaeN uaNnTsIa
ayWiJﬁfjafj (partial differential equation, PDE)

W 1 ,u0 OV B
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Proof ﬂi’]ﬂW@S@IWﬁI@U@QﬂUWJ’]&JLaEJQ II=V-AS ImﬂaauwuﬁmwmaLLawmmi@imaumwsJ
91989 A ME eNANEINNTIUATING (NS 1ZURTTATenans- mmLamLﬁuwmwa‘suawaﬂismilm
mls) Lﬁwwwquﬂwaimmwm5aﬂaiqanﬁmLﬁulﬂmm dS, = pS, dt + oS, dW, 198 1 ABERIINARBULNU
Aandale o lyduunvesdlaiu V(S,t)

(VL GOV 1,0t oV
Fathu
1
dH:dV—Ads=<%‘;+— 252%+ S(%—A))dwas(g—g—A)th

Laﬁ)ﬂ A =9V/oS LWE]ﬂ’]‘Uﬂ'W%‘L!ﬂlI dW; “?Nﬂ']ﬁ]ﬂWﬁ]uVlﬂJUﬂU ulﬂ‘Wi@Mﬂu (UQ@LM@NaV}ﬁﬂWE]@U?JUIM

muﬂ‘uamwama‘uLmummmwaaaumwa) miwwaam“[ﬂaialimmLamiumum mwaﬂlﬁmimmlﬁ
wama‘uLLmuﬁuaawaimIWaIal‘ﬁmmLammaammuamﬂﬁmﬁmam dIl = rIIdt = r(V — AS)dt Lmaw
Wau dt TmAuuazLnu A = oV /oS Al (7) AUMNBDINTS. O

P2

Remark 3.3. UVIWE‘!‘\]‘U“U’NGWLﬂULLUUSﬁﬁﬁ@ﬂ@’mm’l’i’]m’]@‘iﬁ’]u ‘SU‘L!G]EJ‘L! dll =dV -AdS ayLastaumﬂ
ﬂﬁLUaEJ'L!LL‘UaQSUEN A LD %Q%ugﬂmaﬂLﬂﬁ\‘iﬂﬁ@ﬂ@@LllE]ﬂﬁEg‘VlﬁLﬂ‘LlLLU‘U‘ViWLQUVJ‘UIUWJ (self-financing) N9
ﬁqauamamNﬂ%’maﬁwwasm‘[vdﬁiaﬁwaaa (replicating portfolio) LLUU self-financing RGN f [14, 16].

Corollary 3.4 (gn53110eUsunuAn-Tad). TIm190UTUdauayooUTuTIELUUYSUTIRoRAaBIAy (7)
meladeulyarens (1) Ao
Crs = So (d1) — Ke " ®(dy), (8)
Pgs = Ke "' ®(—dy) — Sy ®(—dy), 9)

lng
In(So/K) + (r + 50T

ovT ’

Proof. fuaAAIAnTs (2) lnenss Weu Sy = See29T+VTZ \qg 7 o A/(0,1) HanoULnULTY
VI S > K Na1Ae Z > —dy AU

Cps = e—rT/ (Soe(r—%JQ)T-‘rU\/Tz o K)gp(z) dz.
—do

dy = do = dy — oV/T. (10)

A vSUNAULSN v‘iﬂmﬂauﬁﬂé’qamauyﬁaj (complete the square) Tuaudings

1224 oVTz=-L1(z - oVT)? + 10?
lamaupnanuaznay e 377 dafudalsznou e’ wde So 25, e(z—0VT)dz = Sy ®(da+0oVT) =
So ®(dy). waﬂﬁ'aaﬂﬁ—Ke—TT@(dQ)ImstQ swiula (8). gn30aUdune (9) AUNIINANLULELBAA
wijmm-ﬂaa (put-call parity) C — P = Sy — Ke™"". g
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4. WUUINABILUAN-76 (BLACK-76 MODEL, 1976)

LUUSADILUEN-76 L@ualng Rawes wuan (Fischer Black) Tud A.f. 1976 [5] Lﬂuummmmﬂmm
fuvusiaeenuan Tfuaamﬂ%ﬂuammﬂ'smﬂmiﬂ ‘US‘”L@‘U‘Viaﬂﬂ@@UWUﬂWSﬂ@ﬂi@QﬁUWiW& (cost of

carry, b) Luaﬂ"\ﬂﬂﬂ?Lﬁ]@iillllﬂ’]ﬁuﬂﬂiﬁaﬂi@ﬂ ﬁNﬂ’]‘WL!ﬂI‘Vi b=20 ﬁ?ﬁﬁ‘Uﬂ’)Lﬁ]@i 3’1?"’1'@’31&]@5 F ‘VIW’IEN
ﬂUOE’JLﬁum&ﬂﬂﬂu%]uqﬂﬁwlﬂﬂﬂﬂﬂ@UiJ’]ﬂﬂ’f\]‘i]UULﬁﬁlUiaEJLL@’J WNﬁ]’WﬂWLWI3’1@']1j’ﬁ]ﬁ]UUL‘ltju3Jaﬂ’WW]@ﬂ

Peassluiiud dadusesaniiees F wassanlvans K 39QNARaR (discounting) ﬂauqaﬁamﬁwuu
(present value) AIEFIUTENBU e "7 LNBIAILALN

Theorem 4.1 (7551100 UTULUAN-76). 15707905 TulURIN dF, = oF, dW, n18lau1nsinige
N81-AIMNEFEN (drift sTugueimsIeTuIentuIsiung) s1meeUdudouasguuvelsvie

Crs = "T[FO(d)) — K ®(dy)], (1)
Prg=e "T[K ®(—dy) — F ®(—dy)], (12)

lng
i = In(F/K) + %JQT’ dy = di — VT, (13)

oVT

Proof \ilesneesly c;faaslﬁzgjjﬁuamu{%'u pu 9117 wesindumnsfiananiela @ namde drift
wiﬁuqusj ot Fp = Fexp(—30*T + ovVTZ) 108 Z ~ N(0,1) unilu Crg = e "TE[(Fr — K)*]
u,z:fa@ﬁ’%ﬁumﬁ@mﬁﬂé’maamuﬂsajlfzj'uLﬁmﬁ’uwﬁqaﬁmawaﬁu diog 3.4 2gla (1), 3niFuideAounu
Sy = FerT adlu (8) Felumadnsifoatusiuil s msunusananyilv in(So/K) + (- + 1o®)T =
In(F/K) + 30°T. O
Remark 4.2. @n3 (11) Lﬂ‘umzﬁLawwzmaqqmiﬁaiﬂﬁﬁf;uvqlum'ﬁﬁamaﬂ b TABUY drift VOIBUNSNENE
b uaLAnanAIY - N5 b — r uudn-lvaa (ﬁui@i&iwﬂuma) 5l b = 0 Iuudn-76 (M1ae9) n5dl
b=r— qTﬁLLUUf\Twaawaqma%ﬁuﬁm%’uﬁuaﬁaﬂuwaémﬁmé’mw g [15]1 uagnItl b =r —r; TuuUs
aoamssiu-laaginudmivoaUiudnuaniudeu lne r, fodnsnonilevesanaiiunsszma.

5. wuudnaasnulunIuny (BinomiaL Trek, 1979)

LUUD1804 Gglluiﬂjﬂ/l?mm (Binomial Tree) amauaima ﬁaﬂ‘g (John C. Cox), 5@&5 (Stephen A. Ross)
uay 3°uua1m (Mark Rubinstein) [10] LLUUmaaaﬂaumﬂwﬂgauaaﬂqummuaaﬂmmwusﬂﬁuLmuu
wal mmmumimmm;ﬂamaaﬂﬁuuLLUU@Lmﬂu Sefimsiaue msunmmeuNun AUl (ree) 49
wing FUMS ANl avE a9t (Early Exercise Premium) é’mﬂum@;mawﬁ@ﬁaﬂaéﬂaaU%JuLLUU
auifufigaluleavsiingeanniiemifuesusunuuglsuilifieuniu sendlsAnulunsdluala
laiﬁiﬂl,wuﬂm Azl LUUT IR (recombining) ¥UINUIULNUATIULNGS O(NQ) (9N IUFY
1//7\7‘1/m/mmsm1mw 2N) mimmmmamaﬂawﬂmmmmaﬁnmmumn 'Jﬁmsumammmmﬂmmau
mmmau 9 3'1maumwamaaumlmwmammmq ﬂasuumamﬂm u maaqmamﬂm d mﬂmam

BUNSWOTUT AN (path) waznandunuuluseiiios (discrete time) muamiugﬂm 1



6 TRIPHOP MAHITHITARMMATORN

_e™ (g
P =—u=4
| | |
to t1 ) t3

FiGure 1 @ulummmwumm (recomblnlng binomial tree) ammmm LEANFIAN
Aunsne Souﬂdz i o0 TumAng q W1MRBIAIN: u = VAL ¢ = 1/u muunazdu
Benans-AuiEes p* = ("™ —d)/(u — d). mmmwmiLaausuuLLmamaummimm
LPeaniu (recombining) miwmmuimm YU i L‘Vl’]ﬂ‘U 141 LLVluVlﬁ]uLﬂu 2,

Proposition 5.1 (W1310L91035UAZN1SRHUTITINAN-AUEALN). LUL99IaT [0, T T N Tugeein) 9
AU At = T /N 77918

1 rAt
w=eVB goeovai_ 1o T d (14)

U u—d

o Atidnmeasln 0 < p* < 1 uazyameavsuuvvelsy al luualn 9 seanassiunisdeuyIneevad
(backward induction)

v = e p vt + -, ()
ZU?]QJ&“ﬁIQQU?}"IZJAAUUQLl/?ﬁvULLWUﬁ’@?H
v = max{A(Spwld ), e [p VT + (1= p V] |- (16)

Proof. 1 p* gridenlnmenAunsneiiananduinifiana namie B[S, | S = A0S, 56l pru +
(1= p*)d = e wnmla (14). mEf[,mnGmmumamaaﬂﬂjuﬂamﬂmmwawammumlﬂwmaﬂ il
4 (15). dmivooUiueiinu a unaslnuayiedonyaafiunnnissmnanislsandiui A(S) funis
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flama (continuation value) 331a (16). Wauly et e (d,u) NVl p* € (0,1) Wuleulvlsnmsifanils
Naf. O

6. WUUIAeInUlulATUIY (TRINOMIAL TREE, 1986)

qumaaqmululmum (Trinomial Tree) ﬂﬂLﬂ‘UBI@EJ Nay ‘UE]EJa (Phehm Boyle) [7] mﬂammmmm

WJBQG]UINVIQUWNVISWﬂWﬂUVlﬁWEJML‘WENE‘!ENVWWIN ‘UE]’EJﬁLﬁ‘L!E] LWZJLE‘IUVINV]?I']@JQE]TWWWQVI (mlddle) LLlI
%”LW&JQ?WN%U%@UIUW]?W‘]U’J&I LL@&JU?”IEJ%ULW?W”GITJINI@?U']ZJ@L‘*ZJ’]?!LLUUK]’]@ENLLUﬁﬂ I‘Sﬁaﬁ’a‘éﬂﬂﬁ’m

Suu ﬂ’J’] LLa‘”ﬂJﬂ’W mmm'}mmm Lﬁﬁ’e]‘L!Laﬂ m’mulmmum (E]Gﬁ'] ﬂ’ﬁﬁ L‘SU’] \TIDUAU L‘V]’] AUAD O(1/N)

@‘VI’J“UEJ 7) muam‘lugﬂm 2 V]\‘iULﬁ']GUEJauﬂ’ﬁE]ﬁU’WEJLL‘U‘UQ’]ﬁENE]‘U ﬂiumiyqamuiu L‘SU‘U implied trees,
non-combining trees &% N-nomial trees

to t1 to

FIGURE 2. aulslasunuusIAEeIrenan unasluuauanosniuauirme @u
u, mw m, 83 d) Inefmun ud = 1 ielndssmiule arwunazidy Puy Py Pa T
funiu 1 e (18). Tassasauiiameinluiinuafisiaasefusianlsavs vean
anupataedeulunsinunTIAN,

Proposition 6.1 (Wisnfiwesaululasuruvesusea). 7mun At = T/N Uag

1
u=e"V2  d=—, (17)
u
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AT UTING N-AIIUTNYDITIUTIAY 1NAD

( A2 _ g—or/AL]2 )2 ( oAU _ orist/2
Dy = Pa =

G:U\/F/2 — e_U\/F/2 ea\/m _ e—a@) sy Pm=1—=Dpu—pa (18)

msieuneenaivesyanieeutude V9 = erAtp, v 4 p, viO) 4 5 v U] unumag max Ay
KANDULNIUTTUNS IS UDO UTUaIUSAUTUAE AU (16)).

Proof. @5 MMIRTULATUNLIINADITUNIUILATIVIIAI0NTAUIL MNUARIAMATITY a = e7VAY/2
LaYANLNLTUASITULUU CRR (WiBu (14) 719291381 At/2)

e'rAt/2 —a!

-

m’at%uﬁ@m%ﬁmﬁuiﬁﬁn@m a2 = e7VZBE 4y angpnunvgiiy 52 Famu pu b (18) WOA N15A%EDY
afilvn d = 1/u gwmmﬁwvtﬁu 1— )2 = py Wa¥nNIUNaY (@u-a3 W30 A9-TW) ﬂé’ué‘lmﬂﬂmqgw
AUty 25(1—5) = 1—pu—pa = Pm- Tassasneisuussiudoulsunsiana E[Sit1 | Si) = erALg;

g onlugia meuLmaumwmﬂumammammmmmuwm 5.1. dwiuluuunveananauunuden
NSAIULALAT (LLamﬂuwwaauwaamuaq 7.3) W EfIn(S541/50)] = (r 102 At + O(AL) uag

Var[In(Sip1/S:)] = 02A¢ + O(AL2) #5317U GBM Bedusdiuri. 130Ul pu, pm, pa > 0 10uaSuile At 1En
e (MDIN13 €242 € (a1, o) Baduldeululsnmsifailsnensedu). O

7. M3gRNTRILUUTIALdmUlguUan-lvad

1uﬁa%aﬁmﬁmﬁ’ﬁwLﬁ'aﬁwmu"ﬁgu N — o swmaaﬂ%’umﬂéjﬂﬂw‘iumLLavimuméL%ﬂéﬁmmﬂ
wuusasaudnlvad ﬂiULLﬁ]ﬁ’]ﬂﬁUﬂaVli]‘lﬂ{]UVlaM@ﬂaN (Central Limit Theorem, CLT) #ilyNas 13903
mamammuaaﬂimmaumuamamuwmmﬂﬂm suidunisnsza1eiived In(Sr/So) Tukuudiasauy
&n-lvad
Assumption 7.1 (aumaﬁmﬁﬁi’%ﬁw (i) WAmes ro AT: (ii) Sugesdudasyuasnsyaresimilou
M iid) nele Q: Gii) Tewsfees CRR (14) dnsuniung uag (17)—(18) dmsulasun; (iv) Wendu
nanauwny A peosaniivlnluiudaay iiielraduainfuaiainnisla (uniform integrability).

Theorem 7.2 (mﬁqmwaqmﬂm%mm). msﬂmmw‘?jvu 7.1 57@7@@1/6&144ngsz/mnmuZ;/w?mi/ Cy
94Y1g5IAIMUAN-108 Cps 118 N — oo
lim Cn = Cgs. (19)
N—o0

Proof. \JyunamauLnudonayey In(Sp/So) = SN, X; Ing X; Suan Inu = ov/At meanuuazidu
p*hagInd = —oVA At a1 — p*. N3EAWBUNTUVDY p* T (14) 50U At = 0
et _ e_“r 1 1

* _ _+ .1 r—50° N A3/?
P *egm_e_am*2+2( )AL+ (a8,
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INUUANI UL U DU
E[X;] = 2p* — 1)oVAt = (r — %02)At + O(At?),
Var[X;] = o?At — E[X;]? = 0%2At + O(AP?).
W N = T/At Wlamede s uy = L EX)] — (r — 1027 uaganuulsusiusy % =

S Var[X;] — 027 1199310 X; J90Uls (| X;| = ovVAL — 0) FeulvAumoidsn (Lindeberg condition)
\Juase namfedmsunn e > 0

N
1
2 ZE[(Xi —EX;)* 1 x,—Exi|>esn}] — 0
N =1
ws1eidle N Ivegne | X; — EX;| < 20vVAT < esy MMA%U4 (indicator) 1Ouguenanue. lnenguiun
auLmaLUIN-1NalaT (Lindeberg-Feller CLT)
N d
Z X; = N(r = 33T, o°T),
=1
FINFINUNITLINLIIVD ln(ST/SO)IumeﬁaaaLwﬁﬂ lvadanas. Imamwﬁwmiammﬁm (continuous
mapping theorem) La¥AUABLTDIVBL A agln A(SSM)y amﬂummamma A(S7) maammmmaau

ﬂ’J’]ﬂJSUVILﬂiG\l@@EﬂQL@ﬂEﬂ (uniform integrability) “'ZNWE;WUI@Qﬁﬂﬂ?ﬂﬁUaUL‘U@INLMUWWﬁ@Q: L'L!'ENQ']ﬂ
ud =1

E[(S)2] = S2[p u? + (1 — p*)d2]™ = S2[e"(u+d) — 1] = S2[1+ (2r + 0?) At + O(A2)]Y
et supNIE[(S(N)) ] < S2e2rte")THO(AY < o, GuaULGUquLmumﬁamaEmaﬁ%auamuﬁmmaui@
lumwzmausuaq A mmammmu 7.13v) 1‘1/1 uniform 1ntegrab111ty BN {A( )}N ﬂ’]ﬁaL“U’ﬂUﬂ’]ﬁLLﬁlﬂLLﬁN
mmwaiwmmmmwmwamauLmuwﬂﬂaﬂgm wazle (19), O

Corollary 7.3 (M3guvesnululasuw). meglnauudzn 7.1 simenaululesuiugivng Ces lwuii
Ineranauununadu X, SUaun {ov2At,0, —ov/2At} AIeAIMUINATY {pu, Pm, pa} TITURLLILE
Mnidsuasiiaeslunseiu GBM vilniSeulvauneidsniduasonieinguaiie .

Proof. nflenyl (18) WU a = VA2 gapnewasnasdadn

rAt/2 o —1\2 _ _ aTAE/2)2 rAt/2 -1 _ 1
pu—pd=<e a ) —(a—e ) _ 2 a—a :(T ) 9AL 1 O(AP/?),

(a—a~1)? a—al

[

1AENTEOUNTU 26722 —a — a1 = (r — S02) At + O(A#) Uag a —a~ ' = ov/2At + O(At?/?).
U E[X;] = (pu — pa)oV2AL = (r — 50 DAL + O(A?) way Var[X;] = (py + pa) - 202At — E[X;]? =
o2 At + O(AL?) ¥ p, + pa = L + O(At)) NvdomlauuNgaungwiun 7.2.

Remark 7.4. vuiun 7.2 uagnaduiiled 7.3 aseuaquianizesuduiuueglsy nsgwivedsaieeldu

LLUUQAJ/?HUZJR]WLL‘U‘U‘-S’]@%NL%Qﬁuiiiijﬂ,luamﬂ’liMQWLWJ’]%aﬁJELUL’Ja’W]E]LﬁE]\‘I 3) Wunadnsianninuay
MeIDAELNATALNLLAL AuUYiEILDI A ULAT AU [1].
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5ﬂi’m’ﬁalﬂ]’] (FepAAEATUATIANATUINY). WIANAMERT N9ARILUUTIR0IEENTINTQISUAU
O(1/N) unsulumiuuiosnusenou 4nad (oscillatory) WUUTAREAIUNANIZA/A

'WLN |CN — CBS| =

VoI N L‘LJEN’iﬂﬂG]']LLWLNGUENT]?HI“UaVlﬁ K LV]EJUﬂUIWLJﬂUﬁWEJVINﬁﬁUlUJﬂ 1141/]'1\‘1(513\‘1?]’]11@]141&1@314’111
NIWU@ﬂa’N‘VWWJ’NIMG]SQﬂU K bLWﬂﬂ’J’] 7\]\‘16L?J’]E]EJ’N?’]ULSEJ‘ULLa”llﬂ’]ﬂQWJﬂa’]ﬂLﬂﬁ@ULaﬂﬂ’J’l ‘i‘U‘V] 3

EJUEJU‘UE]ﬂﬁLﬂG]‘L!LSUQﬂWU’Jm IﬁEJLLﬂ@\‘iﬂ’J’]ﬂJﬂa’mLﬂﬁ@ﬂﬁm‘gﬁmmEJUﬂU"O’m’JWUUSLUiJWﬁWﬂ’JUﬁEJﬂ

n

Absolute pricing error |Cy — Cgs|

—_
o
A

—_
(@)
O

—e— Binomial
-#- Trinomial

I I
0 20 40 60 80 100 120
Number of steps N

FIGURE 3. AVUARIAAREUANYTA |Cn — Cgs| maaﬂ’liﬁmumwmaaﬂ%’u%aLLUU&JBU

(W’Tﬁ’lﬁmﬁ]’iﬂx‘iﬁ So =K =100, r = 0.05, 0 = 0.20, T = 1) mamummuﬁuu Nlu
11ASIEIUNADN aqmmmmmqLmuﬂ"maawamulumum (audiv) mamumiam

Vli'l‘ULiEJ‘ULLﬁuLi'Jﬂ'D’]‘?JE]\WluvLﬂJVLGIiUWN (Lﬁ‘w.]iu) "?J\‘iﬁ’é]@ﬂa@\?ﬂUﬂ?i')Lﬂi’]uﬁL“U\Wli]‘H{].

8. N15UTTUUURIUNLSHU-DAT-1I88 (BARONE-ADESI-WHALEY, 1987)

Rulsiu-onad-naey LauaIm 19U v lsiu- EﬂLW’U (Giovanni Barone-Adesi) Ug 151050 nae
(Robert E. Whaley) [3] LwaLmﬂmm‘mmsmmmmmulﬂmmmu LLmﬂwaﬂﬂauamaaU%uaLmﬂu

LVI’]ﬂUZJaﬂ’]E)’EJIJGUUEJIﬁJU’Jﬂ ﬂ‘Uﬁ’J‘UL‘WlIGUEN mﬂﬁuamaawm (Early Exercise Premium) mﬂuu%mi

Uszann L‘?Ix‘i 3 LAY %‘Vi (analytical approx1mat10n) WUUNIAIEDY (quadratic approximation) 10y LL‘lJaﬁ dgunng
139 E]‘U‘W‘L!ﬁ EJEJ EJI‘VI Lﬁju AUNTTLVY EJ‘U‘W‘L!S m:um (ordinary differential equation, ODE) LUUB 88188 ﬁ (Euler

equation) LLa’J‘Vﬁ ARIDKE]
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ne(s,r) = vAS,7) - VE(S,7) Lﬁumuwauaﬂmﬂ%ammwm g+ =T — t wagln b 1 0upu
nuNstonsed (osanii VA w8z VE donnassifu PDE wudn-lwadnesturild

1
50252555 +bSeg —re —e, =0, (20)

- fidonAaesiu PDE ey mvm@ M =2r/c® N = 2b/o? uag k(r) = 1 —e "™ (157l¥8nws k ALdn
dislulnduaufusanlaans k) uaadeu « — k() g(S, k) UYBLEUBYDILLNTASY (MacMillan)

Proposition 8. 1(aumsmmaawaa BAW). ilavszanalaeaziaenay M (1—k) dg/ Ok Wandid g FoaAaea
AU ODE uuvesgians

M
S%9s5 +NSgs — -9 =0, @21
Fallsamagl g = S 1ng q Aﬁui’mwamyn7':7f7"7@”ﬂﬂam°’nymwmv7g (characteristic quadratic)
M —N=1)+ 21 aM b
¢+ N-1)g——=0, G2 = \/ / (22)

k
Proof. Wl e = k(7)g(S, k) a3lu (20) Iﬂ‘iﬂ“ﬁﬂ{]@ﬂi‘d er=Kg+kgk uagk'(r) =re ™ =r(1—k)
e, = r(l—k) (g+k gi ). m13naonny Lok uagly M, N Nleul WIBUTINAL — Mg — 21—
klg=—%g ln

M
S gss-i—NSQS—?g M1 —-k)gr=0.

MsUTEANUMAA0IUe BAW Aoagnau M(1 — k)g, Mauwmmaunaluaesdndiie: e 7 - o
Falseneu (1 — k) = e — 0 waziilo 7 — 0 swfinvesmsludvarovun « leflandnuinay
mﬁmmmm?iauﬁmﬂ’ﬁauwaﬁﬁlﬁéqmasiaﬁmasmﬁﬁaﬁﬁm wide D). Weniduauniseesias
S aewwARaY g = S7 unuuadla alg = 1) +Nq— M/k =0 Fednguidu 22). idensinuan g dmsu
aaﬂszmsuaLwaimamqumnﬁsummaqma S — o0. O

Theorem 8.2 (g75U523104 BAW dmsvsoUiuteuuvewitu). sImeeUtudenuvensiulssaale
A8

S q2
c(S) + Ay <5> , S< 8%

S - K, S > 5%

CA(8) ~ (23)

Ine ¢(S) AoTImeautudauvvelsy (wuan-lvaamuan-76 mIum1 b) 5919138 S* (critical exercise
price) iWuraleagveaioulynsidounauuusIvSL (value-matching & smooth-pasting)

Sﬁ_K:cwﬂ+§f@—é“W@uﬂy») (24)
q2

S* o T N g o ~
Uag Ay = ?(1 — e=70(dy(5%))) laei] dy lwidloguinluideununisionsed b Ae di(S) =
2

[In(S/K) + (b+ 302)7] / (o/7) (@ngthdu (10) 1l b = r uazidu (13) illo b = 0).

uuigoy. iselagadnge (S < §*) Saluledns yarmniuesuduglsuuinaiuiiy e = A,(S/5*)%
nantdensomiiu 5* lydnsviuiidele § — K. aai A; Wazs1aninga S* Aunanitoulyass
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“U@ fW.S = S5*: (i) value- matchmg c(S*) 4+ Ay = S* — K Uag (ii) smooth-pasting ﬁamm%’uwﬁﬁuamw
d(5%) + q242/8" = 1. Ty ¢ (57) = el T)Tq)(dl(s*)) (wanvaiealduylsy) uA (i) W1 A uaunuly
(@)l (24) FeuniBeiay (e Tadu-s ) e S*. O

Remark 8.3. n3deeufunsuuvsniiilasinau ¢ = =W =1)— /(N =1)2+4M/k] uagaiu
W A (S/5) 0 Tnpdeulvveuwsludnuugavuiu.

9. mﬁ‘dizmm*’uawL@iﬂsﬁuﬂ-amuaﬁuﬂ (BJERKSUND-STENSLAND, 1993)

’Jﬁ“ULEJﬁﬂGU‘Lm amuaauﬂ amaua‘[ma LWG]LG]E]? ‘ULEJ?ﬂGU‘Lm (Petter B]erksund) LLau ﬂuu’li mmuaaum

(Gunnar Stensland) [4] LLU’Jﬂﬂﬂaﬂﬂ@LLVm"U@‘UL‘Umﬂ’]ﬂ‘ﬁﬁ%ﬁ%LLV]’ﬂiﬂ (“Hﬂ‘U‘LlﬂUL’Ja’]) WJEJ Yaulyalluy (flat
exercise boundary) ‘I/]Lﬁ‘L!iﬂmﬂﬁumumVl X (trigger price) L‘WENV’Y]LG]EQ ’Jﬁuslwamﬂﬂiﬂwummwmmm

Lﬁ']ll’]ﬂLL@uﬁJﬂ'J’]ﬂJLL‘LIUHﬂﬂﬁLﬂ&NﬂU BAW

Theorem 9.1 (g9 50nlAEUSEANVDIUEINYUA-AAUATUR). 71I9TLAAIAIT]

5= (1-2)+yf(2-1)+ & @

31AINTE WZJX hag F]’Iﬁ\?ﬁ?? o

Boo = LlK By = maX(K, %K), X = By + (Bao — Bo)(1 - "), a=(X - K)X~°,

B _ T
(26)

By
g h(1) = — (b7 + 20/7) B — B sImI00UTUGoN VBT MU T S < X Uszaalanae
— Lo

CAS) = aS? —a¢(S,7;8,X,X) + ¢(S,7;1, X, X)
- ¢(Sv7-; 1aK7X) - K¢(S7T7O>X7X) + K¢(S7T;O>K7X)ﬂ (27)
Faunsdl 5 > X ansiuiln CA(S) = S — K. Wanthuwe ¢ dendy
. AT _(x\” 2In(X/S)
68,57, H, X) = 757 @(d) — (%) @ — 25/} . (28)
uay

In(S/H) + (b — 1)o?
n(S/ )+(U:/L;(v 2)0)T H:;’;sz—n. (29)

uyIgay. muuanagnsnslvdvsuuune: Twansiuii S wngsnnsgguat X > K Junsausn

A=—r+b+3y(y—1)0? d=-—

'
al

gaﬂ'waaﬂaqwéﬁtﬁwauméwwaq'mmaaﬂ%’uam%ﬁwuﬁﬁa (L‘WiwLﬂunamqﬂﬁaam%’ulguélﬁ
ai%ﬁwgfaqmmuamﬁam) ﬁqﬁ%’u o(S,7;v, H, X) ﬁammwi’ﬁmamm S5, <im) meladoulyn
e falieuny X naenvas mmmmlmiuiﬂﬂmimwaﬂ A5 aYVaY (reflection principle) ¥9n13
\douiLuuUTIUATigUassn (barrier) WY aSP unuyan e TIALAT B UYR AU & mmaaﬂi‘u

LLﬂNﬁ@@ULLVIUﬂWﬂiUUiL’JﬂJ@@LUEN LiJ@i’)llLﬂ?ﬂ?ﬂﬂuﬁﬂmiﬂiﬂﬂﬁ’m 27) ﬁ]uiﬂiﬂﬂ’]‘ﬂiulﬂm i’]ﬂ’]ﬂiu@u

X ﬂﬂLﬁ@ﬂi‘ﬁLM@J’]uﬂNI@EJinlI’]ﬂJNWU (26) GﬂNﬂE]ﬂLWI?ﬂiuWJ’NWWJ@‘ULSU@VIUW By ﬂUﬂ'Wl@ULSUG]LlI@
T — 00 D B. O
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Remark 9.2. uigsnguauazamuasuausulaIsilud a.e. 2002 Tnglyvaunuunaniyis (two-step flat
boundary) LOLNAIULLUET WALATIETINTING U VBITINTY ¢ FIRAL.

10. qmﬂWauﬁu-me% (Feynman-Kac ForMuLA)

amiWéuﬁu AR ﬂ’@ummmmmaﬂ 395150 Inlgusiy (Richard Feynman) [11] W8 1150 WART (Mark
Kac) 13] Lﬂj‘uﬂ‘”WTLlLﬂjE)ﬂJi vmwau mi L‘tNa‘Ll‘W‘Llﬁ EJE]EJLL‘U‘UWW?WI‘IJm (parabolic partlal differential equation)
ﬂUﬂ']ﬂ']WWNU‘L!ﬂﬁ”U’JUﬂ’ﬁﬁlI aﬁuammwmjwaumaq PDE T,maLﬂaauﬁmwﬂmﬂuiﬂmmmmwaq
ﬂ“ﬂﬂsuu‘uma (trajectory) VD AUNITIVY EJ‘L!‘W‘Llﬁ ﬁI‘VI AR N (Stochastic Differential Equation) LL@’J‘VM EJE)‘LJ,
ﬂﬁUﬁﬁﬂN’e]Ulﬂ‘Uﬁ?EW]N (Termlnal condition) ‘VI‘VI%TU “U’e)ﬁﬂﬂ@ﬂ’]ﬂmﬂaﬁlﬂﬁLEJEJG]’J@’]LHUﬂ’]ﬁ (operator) &4
mﬂmammw,au (linear) WU

Definition 10.1 (PDE wuun1sluaiagiiniiadiceuius). aunsiseyiusyesdusuasdugy

ou 0 0?

— + Au—r(z, t)u+ f(z,t) =0, A= p(x,t) = + 20%(z,t , 30

5 (@, t)u + f(w,1) wa,t) o (@,t) 53 (30)
YNV WI371Ua7 WeduUsyansnisuns o2(z,t) > 0 (mﬁmmuumaqmuaumuamLﬁu@ua) Fin
ALTEUNTT A 38NFINLTAGIBYIUS (infinitesimal generator) YBINTEUIUNITUNT X, 7131 drift 1 Uag
AUNUNIUY 0.
Definition 10.2 (Msidunisiaaunaziandusngug). dmendunis A Wdu@uaun Alau + bv) =
aAu + b Av dwsuaai a,b e 9 waslandu o, o Nmeyiuslaneiiies; Tandudigus (indicator
function) HeulA8 14(z) = 10 z € A uaz 0 1Wedu q lwdwmiunenusnatouly 1wy Weunanouwnu
soududeLdu (S — K)1is-x).

Theorem 103(?16131‘1/\18‘1&14 WARNY ﬁﬂmlﬂ) Z‘Viu (z, 1) (urARAE YO (30)f775/2974\78u2?/l/5778747\7 w(z,T) =

o(z) Inenszvaumsensatulunu dX, = u(Xs, s)ds + o(Xs, $)dWs, X; = x 437

T
u(z,t) = [ — [ r(Xe9) g(XT) +/ e ftST(X”’”)d“f(Xs,s) ds ‘ X = x] ) 3D
t

Proof. fianunszuIunsiAnan v, = e~ Ji "Xo)doy (X o) + [2em 7 f(X,, v)dv. Toidunnvedladiu
w(X,, s) TIAumUsEnauAnan wasunauldu ds

dy, = e*fts’"(us + Au — ru + f)ds —i—e*ftsra(Xs,s) uy dWs.
=0 91l (30)

wauesHmIuALEINT 1Y u doAAABT PDE Aetiu Y 10un1sianaianizd (local martingale) nelaiouly
madulafunganasduinsiianadds (@aeasiBenlanguinisinlu (14, 16]) Jumaaniaves Yy
WNAU Y, = u(z, t) wasunu u(Xr, T) = g(X7) I 31). O

Corollary 10.4 (WUAN-lvaandwdimestuiunan). 81msulvudiaesuvan-lvaaniensimenide r(t)
onTITUNA q(t) UA¥AIIALEIY o (t) TUAUNAT (UalududusIm) gasineuiu-unsylnsimesUsude
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luguieanvuvan-lvag Ingununs1dwesaeiinien naaeidausus
1 (T 1 [T 1 [T
7= / r(s)ds, q= / q(s)ds, &%= / o(s)ds, T=T—1t, (32)
t t t
A8719A8 C = Soe T ®(dy) — Ke " ®(dy) 108/ d1 o 1V 7,4, 5

Proof. \flosannmsfiwestusunaunduiandusivue (deterministic) 158 UTALNTA [T r(s)ds = 71
\Jumaedi mvmumiaamwm smﬂmmawjaummmaa (F—q— )7 LL@”@’J’]&JLLUiﬂi’J‘U 527
wnulu (31) M8 ¢(S) = (S — K)* uasiidumswuienfunaduiiies 3.4 Taglyshdus 15,5 K) 1a
AN, O
Remark 10.5. $1@1UN1S (operator) ¥ lAawaia (evolution) U84 swuﬁauh 1ag 1511 1
nsmfmwﬁ“@ﬂ%u namlangsidumsimnindusiuie (generator) suaqwmmmq 9. AU
AUvee A ﬂamaulﬁzmmiwlvdsmuu wanelale w1n PDE TuiduiBaiay (e qumaawmuwuﬁiﬂﬁm
VDUABAUN maqumaaqummumulmLLuuauLLUULwaﬂ Tﬂjaa VNSUUSAR) ﬂ'liLLVliJWJEJﬂ’]ﬂ’]@WN
amqmmﬂmﬂu%q mqummmflqumammmmumuﬁy i 1@y Sanslyn PDE Baau (feaus
mmqwu) Saddlulnlgusiu-uanagle,

11. WInFunsu (GreeN FuncTiON)

Wandun3y (Green function) Lﬂumsawaquwmwmmimat,aawaq PDE (%4 Lauiuﬁﬂﬂﬁwuﬁmaq
FeulsUanene wunfnfennaaas wu%m (fundamental solution) 7 AOUALBIAD LIS ﬂsymuufuu 0

Y]

(point source) LaYIUYIU (superpose) mwaﬂﬂ’mw,au

Definition 11.1 (RINTUNTU/ NALRAENUFIW). NINTUNTU G (2, t; y, T) VOIIAWTUNIT (30) (N58 f = 0)

ADNALRAYUDY .
i TAG—r@ )G =0, lmG(rty,T) =z —y), (33)

1ng § ABNINTULAANIVDIAWSA (Dirac delta).
Theorem 11.2 (N3unumeiIndunIu). Haaagved (30) (N3l f = 0) HdoulyaIenie u(z, T) =
g(z) Weulaidu
x
u(et) = [ Gt D) g0)dy (34)
—0o0

FsULUEN-lvaandwsdimesTuiuna) WwindunIulusuysaen ¢ = In S AolAoTiuanINTOULUY
LN& (Gaussian heat kernel)

—rT e _(r_fFg_1z2 2
G(g,t, 7’],T) _ ZiTeXp (_ (77 5 (7' _ q 50 )7—) ) ’ (35)

262t
logr 7, q, 5% 973 (32).

Proof AAULTULTS Laumaqmmmumiwﬂwmaﬁ’m (integral superposmon) VDY mmaaawu%wmﬂuma
RAERE m’maauanulsuﬂmamﬂmﬂw t+T e G — 5(z — ) wﬂw u(z, T) f 3z — y)g(y)dy =
g(x) ALAINNT. dwdunudn-lvad wWasusuusidy ¢ = InS wUad PDE (7) Imﬂuaumimﬂmau
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fiflduuszansaadi (Mé’@@@Wﬁ]ﬂ@%WﬁLLaxwa}ﬁ —ru) maLaaaﬁugmmmaumimm;auﬁaLﬂ@iua LA
a0 35). unulu (34) me ¢(S) = (S — K)* %lgqmuuﬁﬂiﬁﬁaéﬂﬁuﬁu Feaonmaasiunanlng
uifu-upnalunaduiiies 104 LLamlﬁLﬁum’mLﬁﬂLﬁ&Jmﬁ’umammmLﬁ?ﬁq PDE (N31) Lagl39muunay
u (gusu-uang). O

12. AuduiusTEnIeaUtuLuUglsULazUUBLIS Y

mMefigasuanianuduiusdalsnisinailssemieeduaestssny nadnswanilidumguan
wieladsuszanaluiive 8-9 JuSunsimesutuglsuuaiuinaiuiy
Proposition 12.1 (9eUtuewsiulialumninglsl). Fwsvesvsuvilnieiiuid K, T iniu Cy >
CEg g Py > Py laie.
Proof. wavasnagnsmMsluansvesesutuswsiu (awen + € [t, 7] la ) aseuagunagnsvoselsy
Wfu r = 7) Wuwnees aetiugnsdulu (3) gauludnnanamslu 2) Fan15iAainls vnauu@
Ca < Cp gasuaunsageawsiu vealsy lamlsiuilegludanudss (nsizdnsvesasiuwmie
n71) Badmiundnlsnisifenils. O

Theorem 12.2 (aaﬂﬁz’}’u%mwuam‘%ﬁ“uuuﬁuhiaﬁaﬁuma%ﬁu wuuglsv). DFunswee B luae e

mwmomm/mam/w uag r > 0 uaanslanseeUTuB YRR UnaUR LR A AN 5
wJ Csr=0Cg.

Proof. mﬂﬁuauméwmmmmaaﬂ%’u%aqiiﬂ (no-arbitrage lower bound) 1513

Cp(Si,t) > 8 — Ke 7T > 5, _ K, (36)
Tageaumsusninanmaieudisunese “foeeududoduiuan Ke (-0 iisufy “Hovunis
mw” [15] wazeaunshideunan r > 0 vl Ke—" T < K. 189910 Cg > 0 moLdue %aaqﬂlé{
2 Cg(S,s) > (S — K)* dwiunn s € [t, 7).

RNTUIINYA 7 € Tprq 10 9 theaunsveau a nan  wnlale (S, — K)* < Cp(S,,7) uas
Lua\‘imﬂﬂiuUD‘umﬁi’mWB‘U‘ﬂﬂﬂaﬂe s Cy(Ss, s Lﬁﬂ:ﬂﬁ%ﬂmaﬂ’miﬁlQ(LW?%LﬁUﬂWﬂW@M’NLLUU&J
Foulvremanauwnudsaniinnes) mwgwmiawmmmzau (optional sampling) 11

EQ[e_T(T_t)(ST K FR] < E®e " 00g(S,. 1) | ] = Cp(Sit).

o

Uy smmwwmuawn T € T 10 €y < Cp 50U Cy > Ci 1INUNHG 12.1 a3u Ca = Cp a1
amummmmﬂﬁuammwm Lﬂuﬂua waz sl ans nourimua Ly ms’[,wammmwmﬁaawmu
faun (@aunSAie r > 0 way ¢ < 7). O

q
A

Remark 12.3. dwsueaUdugiguuuoniiu nadnsasesnll mszeeuwnans Py > Ke @1 g,
awe‘ﬁﬁmﬂahwmﬂ%ﬁm%ﬁuﬁ K-S Lﬁaaaﬂ%’uaﬁuﬁuﬁﬂ vilunsleavsneurmune1amns ay
Jufnanuiiu Py > Py o8naunait uazidumsnaiinesodeisidemluvioTiussanadeiins gy
Y90 8-9 dNnSunsai.
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13. UN&y 4 (CoNCLUSION)
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