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Evyapioticeg
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ue uedodoug Monte Carlo xou ye v xenfon uebddwv exdttnong diactopdc.

A€Zeic/ppdoeig xAeLdLd: XpnUaTooXOVOUIXE HOBNUOTIXG, BIXALOUATA, TPOYLOEEUOTHOUEVL
nopdywya, Black-Scholes, Monte Carlo, edttwon dwonopds, Python.



Abstract

This thesis deals with the pricing of path dependent financial derivatives using numerical
methods. Specifically, we will be focusing in the pricing of Asian options via Monte Carlo
methods in combination with variance reduction techniques.

Key words/phrases: Financial mathematics, options, path dependent derivatives, Black-
Scholes, Monte Carlo, variance reduction, Python.
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1 Ewocoyoyvn

Avuth nepyaoio tporypotedeton TV AnoTiunom TEOYLOEEAPTOUEVOY XENUATOOXOVOULXMDY TOROLY ()Y WY
ue aptbuntixéc pebodoug. Xuyxexpwéva, o eotidoovue otny anotiunorn ActaTixdy SXUwUATOY
ue pebéooug Monte Carlo.

H epyooio ywelleton oe 0o xOpta péen.

Y10 mp®TO P€pog Tng epyocioc Ba emixEleOOUPE Vo BOCOLUE Eval XAEWCTO TOTMO Ylot TNV
amotiunon Aclatixdy Sixaoudtoy, xo 6t o dodue autd dev elvon TdvToTE EGIXTO.

Y10 0e0tepo Pépog Bo ECTIACOUUE GTNV ATOTIUNOY AUTOV TWV TOEAYOYWY UE TNV ¥eHoN
ueBodwv Monte Carlo. Emnpdofeta, Bo napoucidooupe didpopes TeVIXES ENATTWONS SLUCTORAS
xan Ba uNomo|ooupe xdmoleg amd auTEG. LTy cuvéxew Ba cuyxplvouue To aELBUN TS
ATOTENECUOTA OUTMY TV TEYVXWY UETOEY Toug xou P Ty amiry uébodo Monte Carlo.

O1 800 npoavagepleioeg evotnteg cuvodeLovTal and £va fondnTind xepdioo 6To onolo TapoLGIAloVUE
OXo To amopaltnTo wabnuotind utoPabpo TG AVEINLCT TV TUEAYOYWY XAl TNG ATOTUNONG
TOouC.

TéNog, oto Hapdptnua A nopoucidlouue GXoug Toug xWdxee o Python nou ulorowjocoue
YO TNV EXTENECT] TOV OELOUNTIXOV TELRUUATOV.
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2 Avilvon XenUhoTooLXoVoLX ™Y
IlcotovTov

Ta mapdrywyo xenNUATOOLXOVOUIXE TEOTOVTAL Efvol ETEVOUTIXG EpYONEld TOU GUVOEEOVTAL UE EVal
CUYXEXPWWEVO Teplouatoxd atolxelo. Autd to otolyelo, mou ovopdlovtal unoxeipeveg olleg,
unopel va elvon delxteg, epnopedyota, yetoyés, x.o.x. H o&lo Toug npoépyetar and v adio
Twv unoxewwévey, 1 underlying instruments, xo oe avtibeon ye tic unoxelpeveg afieg To
ToEAY WYL YOV TEPLOPLOUEVT] Bidpxelo LoNg o CUYXEXPWEVES NUEPOUNVIEC NNENS, ONAadY
€x0LV ¥E6Vo weipavone (maturity).

2.1 Awauopoto - Options

Trdpyouv TOANG SLapOEETLIXAL ELOT YENUATOOLXOVOULXEY TOROY CYY WV, XL CUVEXMS YEVVIOUVTAL
xawvovpla.  Qotooo, euelc Bo eoTidooupe ota Aeyopeva cuufoiaa dixonwpdtwy (option-
s), o onola Pacilovtar 0TV TEOAEETIXT ACKNOY] EVOS SIXAUDUATOC AY0RAS A
TWOANOMS XATOLOU TERLOUGLOXO) GTOLYEIOU, UECU GE XATOLO YEovixd 0opllovTa xou G Xdnola
Tpoxaboplopévn Ty,  BUyYXEXQWEVA, To EV AOY® TEELOUCLaxd cTolyelo elvon ypedypapa,
ONAadT xdbe Noync Sampory ATEVCOY TEOLOVIWY GE ULd YENUATOOLXOVOULXT| aryOpd.

2.1.1 Vanilla Sixauopata

Kdmoio ané ta amhovo tepa mapdrywya ebvon Toe Aeydpeva vanilla mopdywya. Autd to cupfdlaa
£lVoll Y ENUATOOLXOVOULXE EQYONELX TOL OTIO(0L BIVOUY GTOV XATOYO TOUS TO BixolwUoL, OANG OYL TNV
UTOYREMOY), VoL oY ORAOEL 1} VoL TOUAAOEL €var uToxeluevo oTolyelo oe ula mpoxaboplouévn Ty
o€ xdmoto xpovix6 mhaicto. Auty 1 npoxabopiouévn Ty xaheite strike price xan xaboplletan
TNV OTVYUN TOU UTOYEAPETAUL TO GUUPONO.

Ta vanilla rapdyoya xatnyoplomoodvion wg e€ic:

9



10 KEPANAIO 2. ANAAYXH XPHMATOOIKONOMIKS2N ITPOIONTQN

1. Calls: O xdtoyog evoc call option €yxel 1o Bixalwpa Vo yopdoel T0 UTOXEUEVO
ctovelo péoa 6o TEoXAdoPLoUEVO YEoVIXG TAAICLO XaL O TNV TEOXAOORLOUEVY TIUY.

2. Puts: O xdroyoc evdc put option €xetl to dixalwuo va TwAHSEL T0 UToXEPEVO GTOLYKElD
uéoa 6T0 TEOXADOPLOUEVO YEOVIXO TIAXICLO Xa O TNV TEOXABOPLOUEV TLuY).

To Evpomolixd Suonmuota ayopds/TdANone EMTEENOUY TNV GOXNOY) TOU AVTIO TOLY0U SIXoUMUATOS
OTOV XEOVO wEldavong, VK To AEPIXAVLXA DIXOLMUAT TNV EMTEETOUY GE OTOLIONTOTE
YEOVIXY| CTUYUT UEXEL XU TOV Xeovo weipavong. ITo xdtw divouye Tov oploud toug.

OPIXMOX 2.1: 'Eva Evponoixé doioua ayopds/nidinong etvat évo suufoato mou uroypdpeTtal
o€ xdmowo xpbdvo t, and o onolo mpoxiNTEL TO dadwua vor ayopaoTel/Twindel éva Pooixd
ayabd S pe tuh Sy o xdmoo peXovtixd xpovo T > t (T ypbdvoc welpavong) oe xdmota
npoxabopiopévn twwh K (strike price).

INo o Evpomaixd duxaioyo ayopds, £XOUUE TNV CUVAETNOCT ATOTANPOUNS
max{Sr — K,0} = (Sp — K)"

EVO YioL TO AVT{oTOLYO Bixalwua THOANONS
max{K — S7,0} = (K — Sp)*

OPIZMOX 2.2: 'Eva Apegpudvixo dixalopa aryopdc/tdinone elvar éva cupféioo mou
UTOYPAPETAL OE XATOL0 XEOVO t, amd To 0molo TEOXUTTEL To dixaiwua Vo aryopaoTel/Twindel
éva Poowxod aryafd S ue T Sy o€ OTOLUOHTOTE YEOVIXY G TLYUY| UEYEL XATOLO UEANOVTLXO XPOVO
T >t (ypdvoc wpipavonc) oe xdmoto npoxabopiopévn tuf K (strike price).

I to Apepixdvino dixaloyo ayopds, EXOUUE TNV CUVAETNOY| ATOTANEWUNS
max{S; — K,0} = (S; — K)", 0<t<T

EVG Yo TO avTioTol o BixolwUo TOANONG
max{K — S;,0} = (K - S)", 0<t<T

omou Bewpolye 6TL T0 cupfdlato uToypdpeTal oY oTiyur t = 0.
Ievixd, o vanilla mopdywya éyouvv ta e€hc xopoxTNEIo Txd:

1. Booilovton o pla unoxeiyevn aio.

2. H o&la tou maparywyou €€optdtol HOVO amd TNV TUH TOU UTOXEWEVOU GTOV XEOVO
oplpavonc.
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2.1.2 EEoTixd dixauodpato

To eZotxd mopdywya (exotic options) eivon yenuatooxovouxd mopdywyo to onola dev
euminToLY GTNY O Tavw xatnyopia. TTdeyouv 800 xUpleg xuTNYORIEC TETOIWY BIXUWUATOV:

1. Awawdpata cuoyétone (correlation options): 1 cuvdptnon anominpouic e&aptdton
and TEPLOCOTERPA AT €V UTOXE(UEVOL O TOLEld.

2. TeoyroeZoaptdueva dixonwpata (path dependent options): n cuvdptnon amOTANEWUNS
eZoptdton and tov TeoéTo (Sldpoun/Tpoyid) pe Tov onoio To uToxeluevo oTouelo @TdveL
CTNY TWH TOU OTOV YEOVO pltavong.

‘Onog mpoavagépaue, oe auth Ty epyacio Bo eatidoouye o éva edix6 el00C TROYI0EEAPTHOUEVWY
dixanwpdtov, to Aeyoueva Actotixd dixoudpota (Asian options).

2.1.3 Aoctatixd AXoumuUoTo

To aotortind Suxondporta etvan mapdrywyo ta onola e€apTdvTal and TNV HEN TYT TOU UTOXEUEVOU
YEEOYPAPOL xatd TNV TEplodo Sudpxetas Tou cuuforaiou. O umoloyloude auTAC TG péomng
TWAC umopel va yYIVEL XENOWOTOLOVTUS TO YEWUETEXO 1} TOV apldunTtixd péco, To onola ot
ouveyY| xeo6vo divovtal amd T eENE CUVAPTHOELS:

1 (T 1 [T
Ageom[S]:exp(f /0 lnS(t)dt> AwinnlS] = 7 /O S(t)dt

Euelg o emxevipwbholye otor Aclotixd Suxandpato Evpwndixod otul, dnhadr oe autd ue
ATOTATPWUT TS Uop@ic:

(K—A[SD)T # (A[S]-K)"

Av xou og auth TV epyacia Bewpolue dTL 0 LTONOYIOUOS TOL dEIBUNTIXOV /YEOUETEIXOU UECOU
yiveton og ouveA KEOVO, GTNV TEoryUaTIXdTNTa AU TO YIVETOL OF oUYXEXPWEVES (Tpoxaboplopévec)
dloxpLtég ypovixés oTiyuéc. Autd ovoudletar discrete monitoring. e auth Ty meplntwon:

k k
1 1
Ageom[S] = exp (E > S(ti)> AuianlS] = 7 D S(t)
i=1 1=1
omou taty, ta, . .., b AVTLOTOLLOVUY GTIC YPOVIXEC OTUYUES OTOL YivEToL To monitoring/éNeryyog

(v mopdderypa, oe pa teploto T' = 1 ypdvog Tt t; unopel va avtiotolyolv oty Aegutépa
%dbe wac and tic 52 Bdopddec e tepLddou).
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2.2 To povtélo Black-Scholes-Merton

Yy ouvéyela autig TG epyaciag epyalouacte Paoilouevol 6To poviéno twyv Black-Scholes-
Merton. To povtého auto €xel xdmoiec Pacixéc unobéoeic:

—

. Epyalépacte oe éva ydpo mbavétntag pe duonon (Q, F, P, (F)io).

(\V)

. H yprpatoowovouixt| ayopd anaptileton and o ypedypapa S = (SY, St)i>0 6mou:

o SY elvou 10 ypebdYpupo dveu ploxou ue oTabepd emténio T

e S5; elvau 0 ypedypapo Ue ploxo, to omolo Oewpolue OTL axoroulel o TUTLXT
xivnorn Brown.

3. H ypnuatoowovouuxy| ayopd elvon mafeng.

4. To yovtého woylet yio éva ypovixd didotnua [0, 1.

e YeVXEQ YRPoUUES 1) Aoyt Tow amd TNy amoTtiunom XeeoyedPwy GTO LOVTEND QUTO EXEL WG
e&nc:

1. To Becdpnua Black-Scholes-Merton [1] poc diver éva epyaleio yio v amotiuioovue éva
onolodNnoTe MaEdy Yo, UTONOYILOVTAC TNV TWN EVOS XUETOPUANXIOU AVTIO TAOUONS Yia
TO €V AOYW TORAY®YO.

2. MovtehonoloUue TNV TN TOU Yee0Yedpou UE ploxo wg uia YEwPeTEXY) xivnorn Brown,
N Noomn tng omolag eivan

2
Sy = Speln=F)+obe

3. To Beddpnua Cameron-Martin (Girsanov) [3] pog diver Ty SuvatdTnTe Vo XU TAOXEUGCOUUE
war muxvotnto Radon-Nikodym, cuvende xou éva 1oodivapo pétpo (martingale) Q,
%4Tw and to onolo 1 TN Tou yeeoypEdpou eivar wa TuTXY xivnorn Brown.

4. Auté 1o amotéreoyua pag emTEénel va yvwpllovue TV xotavoun authc Tne daduxactog
und 10 QQ, To omolo GTNY CUVEYELN YOS ETUTEETEL TOV UTONOYIOUO NS HEONS TWNC

Eqle™" TV f(S0)]

TOU PoC OVEL TNV TLUY TOU TUEOYYYOU UE CUVAETNOTY| ATOTANEWUAS f.
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2.3 Amnotipnon Ilapaywywv pe tnv xenon tov ©. Black-
Scholes

‘Eyoupe unoBécel 6TL 1) Suvoxr} Tou YeeoypEdpou e ploxo etvou
dSt = ,uStdt + O'StdBt (21)

H omotoxiopévn diadixacio S; mpénel vor elvan éva QQ — martingale, 6mou 1o Q elvou éva
1odlvopo pétpo martingale (EMM). Mropolue va deifoupe, BAéne 6.4, 6Tt xdtw and 1o Q
N St €xeL duvoxn

dS; = rSdt + oSy dW; (22)

onou n Wy elvon war tumuxy| xivnon Brown xdtw anéd to pétpo Q.
H Noon e 2.2 diveton (epapudlovtag to Afuue tou 1t6) and

ST _ Ste(rfL;)(T*t)+U(WT*Wt) (23)
And topa xou 070 €€nc, epyaldpacTe xdTw oand to pétpo Q xou mapaeinovye to Q Y

cuvtoula.

Q¢ (tumxh) xbvnorn Brown, woybet étt Wp — Wy ~ N(0,T — t). Opllovpe 7 =T —t xou étol
nz %(WT — W) ~ N(0,1). Mnropolue Nownév va Eavorypdhouye tnv 2.3 wg

S = Ste(rfﬁ)(Tft)JrUﬁz (2.4)

2.3.1 Amroztipnon Evponaixod Awxouopatos Ayopedg

Ané 1o Oetdpnua Black-Scholes, Bhéne 6.7, éyxoupe 6TL 1 Ty evég Evpomoixod dixonmuotog
aryopdic e strike price , xpbvo welpavone T' xan cuvdptnon anomhnewplc f(St) = (Sp— K)*
olvetan and
52
V, = Egle ™" (Se" = F)THoVTE _ ) (2.5)
A

I va utohoylooupe auth TNV avapevouevn Twr aExxd wog evilagpépel va Bpodue to GpLa
ONOXNAPWONG, UE BANa NOyia oE o welo toyler A > 0.

Ste(rfé)ﬂﬂro\/?z ~K>0

2 K

(r— %) +ovVTz > 5
2

log Sﬁt —(r—=%)T

z= o\/T

=1
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‘Erneton Aownov and tny 2.5 thpa OTL:

Vi = S % )T o7z _ K —z2/2d
t e \/%/ te € )6 z
1 © 2
_ T'TS T / Te™? /2d2’ —e TT/ Ke 2 /QdZ
N N ’

Il 12

=511 —e "Iy

Troloyiloupe o 800 ohoxAnpduata Eexwplotd. Trevluuilovue v cupuetela tne Koavovixig
Katavourc mou pag emTpénel vo Xavoupe Tng arhory€C Tou oxoXoubolv G Ta 6pLol ONOXNPWoTG:

]. - o2 2
2, e~ ? /2d2 _ efo'ﬁz777'efz /2dZ

TZ
L=
V2T / s
Extelolpe tny avixatdotaon u = z + 04/T nolpvovtog
z=u—oy7T du=dz 2°>=u®—-2uo\VT+ T

nou
2 2 1 2

—afz——T——:—af(u—af)——7—5(u — o1 = 2uo\/T) =

xou é€tol to I ylveton

l+o/T
7u2/2
il au
O(~l+ovT)

X0 YLoL TO BEVTEQO ONOUNYIPWUL EYOUUE:

I =

1 -1
I = / Ke ' 2dz = K&(-1)

YUVETOE xatoNyouue 6Tt 1) Ty evoc Evpwmoiixol) dixouduatog ayopds atov yedvo ¢ dlveton
and
Vi = S0(—l—oV71) — e TKO(-)

Av opicoupe (6nwe ouvneilerou) TIC TO0OTNTES
di=—l+oyT  dy=-I

t6TE NoPdvouue v mepipnun @oépuouvia twv Black-Scholes vy éva Evpwmaixd dixolwua
ayopdc
Cy=F(t,8) = 5;®(d1) — Ke " T~ (dy)
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2.3.2 Amotipnon yeopetpixod Aciatixo) dLXoU®UATOS

Onwg avagépoye 0TV €L0aywYY, N OmOTUNCY YEWUETEXWDY ACLATIXOV TOROY YWY Elvol
EQPIXTY| UECK EVOC XNELGTOU AVONUTLXO) TUTOU.

"Eyouue 10 yewuetewd uéoo AY(St) = exp (% fOT log Stdt> omou ypedypapo S; axorouvbel
veouetewn xivnon Brown. Ané tny 2.3 v T = 0 npoxdntet 6Tt

o2
r—_

02
Sy = Spelr=THoWe log Sy = log Sp + ( 5 )t + oWy

T1oXoYI{oUYE TO YEWUETPXO HEGO XPNOLLOTOWMVTUS TNV TUPATAVEW OYECT), XOU EYOUUE

AZ = exp (% /T log Stdt>
0

2
— o J logSodt ,m=5L2 [ tdt 4 [ oo Wedt

T2 p—02/2 T
= 5087 T e% fO Bedt

2 T
— Gk (=BT F I Wit

Eqgoguoélovtag 1o Auua tou Itd edxola mpoxiintel ot

T T
/ Wadt = / (T — t)aw,
0 0

Af = Spez(r=o*/DT o7 Jo (T—t)dB, (2.6)

GCUVETC

[Mopatneodue thpa 6TL €yxouue TNV dadacta Itd fOT(T — t)dW4, n onola we martingale €yet
uéom T undév xou dlaomopd
3

E[((T—t)dBt)2] :E[/T(T—t)th} — E[T%/3] = T?
0

LUVETHE, UTopoluE va ypdhoupe Ty 2.6 wg

3
AG = Sge%(r*‘#/mTeU\/?z 6mou z ~ N (0, %) (2.7)

o v anotiynon tou Actatixol dixanwuatos oyoeds, axorouvbwvtas to Bedenuo Black-
Scholes-Merton éyouue
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Vo = Eq|e ™ (AF — K)*| = e TE[AF - KI*

Apynd mpénel va Noooupe Ty aviodtrte AG > K. Oétoupe T = % o €YOVUE

AN
)
v

=

= S %v—%ﬁeoﬁz > K
o? So
(r — ?)T—l—a\fz > logf

2

log$s — L(r — )T
:>Z_Og (T 2) =]

Uﬁ

Elyoote oe 0éon va xdvouue tny amotiunon pe Bdon tov TOno tou Ocwperuatog Black-Scholes-
Merton:

=

N =

Vo =Eq [e_TT(A% — K)+] = e\/ﬂ h (S’oe%(r_ﬁ)Te"ﬁZ - K)e_édz

T ( )T 1 o0 \/7 22 1 o0 22
=e " |Spe2 =% / e’ Tze_2dz—/ Ke 2
[ V2T V2m J)
I

[poPaivovtag o aviixatdotocTy oplwv OTwe xdvope Yo TNV anotiunon tou Eupomoixol
BLXOUMOPATOC AY0REC XU OTNY AVTLXATACTOON U = 2z + 0+/T 670 I1, TpoxUTTel dueca OTL:

11—627— (=l+0ovT) x Iy =K®(-1)
Apa

o2 o2 ”
Vo = e*’"TSOe%(T*T)TeTTq)(—l—kaﬁ)—e*’“TKq)(—l) = Soefgf (—l+o+/(1)—e "TK®(—

OplCoupe thpa Tic TOGOTNTES:

T
dlz—l—ka\ﬁ:—lﬂ—oﬂg
do = —1
b— E o?T
T T s

Ko étor xatokfiyoupe otov x\eioté t0mo Yoo Ty amotiunon tou yewpetewol Aactotixo
OLXOUOUATOS Oy 0pAS

Vo = Soe®Td(dy) — e T K®(dy) (2.8)



2.4. ANAAYTIKH AIIOTIMHYH APIOMHTIKON AYXTATIKSON AIKAIQMATS2N KAI IIPOBAHMATAL7

2.4 AvohuTtixy anotipunon wptfunTtixey AcLaATIX®Y SIXUOUATOV
xo TeoBAuTo

O tipéc Actamixdyv dixaumpdtonv oyopds/toinons 6mou yenoylonoteiton o aplBuntinods uéoog
O TNV CUVEETNOT] ATOTANEWUYS OEV UTOPOUV VAL YRa(PTOUV OE XAEWWTO TUTO, ot avtibeon e Ta
OLXAUWUATO IOV VANDCOUE THLUTAVE).

Avuté mpoxintel xalde o aplfuntindg uécog dev elvon €xel lognormal xatovour|, axourn xou
otav ol Tég axolouvbolv wa lognormal xatavour. Avtibétog, yio To yewueTeid Actotixnd
duxaumdparta Evpomndixod tmou undpyet (6nwe eidape To Tévw) XAeLoTOS TUTOC Yiar TRV amotiuno,
xabdc 0 yeopeTpxde Yéooc twv lognormal Ty axolouvbel enione lognormal xotovops. [7]

Xy ouvéyelo auth e epyooiog Oo ecTidoouue oY anoTiunon AcLaTXOY BIXUMOUATOY
(aptBunTieol péoov) pe pebddouc Monte Carlo.



18

KEPANAIO 2. ANAAYXH XPHMATOOIKONOMIKS2N ITPOIONTQN



3 Me£0ooow Monte Carlo

3.1 T'evixd nepl neB66wv Monte Carlo

‘Eva pétpo mbavotntoc P etvan g ouvdptnon otov yetphiowo xoeo (€2, F) n onola o x8be
A € F poc Sivel wa T oo [0,1] v onola epunveouye wg 1 mbavotnto va ouuPel to
evdeyouevo A.

Kofog éva evdeyouevo A € F eivon anhde éva oOvoro amd Bldpopa AmoTENEGUATO EVOG
Telpduatog TOXNG, éxouue pa Eexdbapn avoroyia 6yxou-bavotntoc. H mbavétnta va cuyufet
70 evdeyouevo A elvan 0 oXETIXOSC OYXOC TV ATOTENECUATOV TOU TELRGUATOS TOU AVAXOUY
070 A mpog ToV 6Y%0 OAWV TV THAVHY ATOTENECUATWY.

Yt¢ pebddoug Monte Carlo aut) n avahoyio yenowonoleitan yior vo utohoyilouue 6yxoug,
epunveloVTAC TOUC WS TWHAVOTNTES. M TNV AMAOUC TERN TERITTOOT, AUTH TNV AVONOY (ol UTTOPOVUE
VoL T OOUUE OO TO TO XATG TUPAOELYUAL.

‘Onog xou 670 uTdNOLTo AUTHS NG epyaciag, GXoL oL utoloyiouol yivovTtal Ye TNy xeron e
YAOOouS TpoYpaupatiopol Python.

ITAPAAEII'MA 3.1: Ocwpolye n onuela (2, y) OUOLOHOpQI XATAVEUNUEVA GTO ENITEDO UE
xz € [-1,1] xou y € [—1,1]. Tty ouvéyewa petpdue téoa and autd eivon péoa oTov Lovadlodo
x0xNo, éotw m. Tédte 1o nnhixo

m

P=5

uac Obvel wloe mpoogyyion g mbavotntoag éva tuyako onuelo GTO TETEAYWVO UE HOPUPES
(=1,-1),(1,-1),(1,1),(—1,1) vo eivou péoa otov povadiaio xvxro. O byxoc (epfadov) tou
Tetpaydvou eivar Agy = 2% | — 1 — 1] = 4 xou ouvendg o extiunon tou epfadol Tou xOxAou
A =mr = elvou

Asq*p:4*m
n

ITo %dto ta anoteréoyota and Tov xw)oixo Python A’.5

19
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Estimated value of n: 3.134

1 label
® True
& [False
0.5
> 0
-0.5

-1.5 -1 -0.5 0 0.5 1 1.5

OEQPHMA 3.1: ((Ioyupdc) Néuoc twv Meydrov ApilBucy - NMA) Eote X : 2 = R
wa T .. E[|X]] < oo xou {X;}ien pla oxoloubion and aveldptntee tobvopes tuyaies
uetaAntéc ye X; ~ X yio xdfe i.

‘Eoto eniong X, = 2 37 | X;. Téte n X, ouyxhivel oxeddv Befoiog oty E[X], Sn\.

lim P(| X, - E[X]|) =1

n—oo

OEQPHMA 3.2: (Kevtpéd Oproxd Oewpnua - KOO) Eotw X : @ — R pwa g 1.0
E[X? < 0o xou {X;}lien wo oxoloubie onéd aveldptniec wodvouec tuyaies petafinTéc.
Oétouye p = E[X] < oo xou 02 := Var(X).

Anb tov NMA o derypotixdg yéooc X, ouyxhivel 6., oTov mpaypatixd Yéco p xobode
n — 00 o xabdg n — 0o 1 Tuyaio peETAPANTY

7 — \/E(Xn — )

g

ouyXAVEL xatd xatavour oty tutx; Kavovid xatavour N (0, 1).

370 Mo TAVK TUEABELYU OTIOU UTONOY{CAUE Wal TROGEYYLOT TNS TWH TOU T, YETNOWOTOLOUUE
tov NMA vy v mdpouye auth v extiunon. To KOO pag Mel 6t xabde auvédveton To
uéyebog Tou delypatog pag, 1 xatavour| TS olaopds X, — [ OTOY TOANATAACLAC TEL and Evary
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rapdyovia v/n mpoceyyiler Ty N(0,02). Auté eivon mou pog emitpénel va douléoupe ue T
opdryata otig uehddoug Monte Carlo.

3.1.1 Extwhteiec Monte Carlo

O ouyue va urtoloyicoupe uio TocéTNTA I, TNV OTolol TNV YPAPOUUE GOV LAl OVOUEVOUEVT|
T wog T4 X (Bewpodue Var(X) < oo). And tov NMA éyouue

Xi+...X
[=E[X] = lim 21 fn

n—oo n

H extrteia Monte Carlo eivou n

o _ Xt 4+ Xy
" n

xaL TO TUTIXO GpaNUa TN uebddou Monte Carlo eivan ﬁ, xafoe and KOO éyoupe ot

Moy, = %Z, 6mov Z ~ N(0,1)

IMopatneolue auéows 6Tl UTEEYOLY BUO TEOTOL VoL UELCOUUE TO CPINUL TNG EXTWUNATELIG U
1. No ndpoupe éva peyoaritepo delyua (peyoahiTepo n), /xo
2. No dtohé€ovpe prot A T Y pe E[Y] = E[X] = I a\\& pe Var(Y) < Var(X).

ITapatrienon 1: Ipogavag, ou T.u. X TOU ¥ENOWOTOLVUE TEENEL VoL €XEL TEMEQUACUEVT
doomopd (1 onola amd aviodtntor Cauchy-Schwatz cuvendyeto xou nenepacuévn péorn tur)
yia vou LoyOouy ol tpotnobéoelc Tou KOO xou tou NMA.

IMapatrenon 2: Xuyvd, dev epyaloyoacte xoteubeioy pe wiar T.p. X aANd e pio cuvdpetnon
e, f(X). Anatolue n f vo elvon TETEaywVIXE OXNOXANPOCUT €TOL (OTE VO UTOPOVUE Val
EPYACTOVUE UE TO CPANUO TNG EXTWATELOC, ONAXDT VoL EXEL VONUXL TO ONOXARRWUAL

o} = E[(f(X) - E[f(X)))?

3.1.2 Xgdipa tng webb660ou Monte Carlo

H popph of/y/n tou Tumxol c@dApaTOC Elvan €var amd ToL XEVTEIXE YOEUXTNRIOTIXA TNS
uebodou Monte Carlo. O pubudc olyxhiong v/n tne uedddou mpoxtind pog Aéel 6Tt va BENoupe
VoL BEATIOO0UPE TNV eXTIUNOY Lo xotd €var Bexadixd ¢melo, TEENEL Vo XENOWOTOCOUYE €Val
oclyuo 100 @opég peyaritepo.

I tov uToXOYIoPO) LOVOBLEAG TATWY ONOXANPWUATKY, UEBodoL 6Twe 1 uéBodog Tou tpaneliou,
ue opdpa Tne w6Enc Tou O(n~2), elvar ToNL o amoteheopatinéc and TNy uédodo Monte Car-
lo, 1 omola éxer opdhpa téEnc tou O(n~Y2). Qotb00 1 péhodoc Monte Carlo uneptepel oe



22 KEPANAIO 3. MEOOAOI MONTE CARLO

TeoPAAUaTA UEYANDTEPWY BLAC TAGEWY XaBd 0 pLBUSGS TlYXNoNE TN elvan TavTOTE O(n=1/?),
evé (1o mapdderypa) oty wéhodo tou teaneliou eivon O(n~2/4).

3.1.3 Arotipnon Ilapaywywv we Monte Carlo
Onog eldaye otny anotiunon tapary@ywy, N Ty dlveton amd pio avauevouevn Ty
Eqle™"" h|Fr)

XL CUVETIWG 1) ATOTIUNOT TOQory YV €iVol TEAXTIXE O UTONOYIOUOS AUTHS TNG UEOTS TWAG.

Ye avtibeon ye 1o mopddelyua TOU BOOUUE TO Tve, 6ToU 1) derypatoandla €yive Tdve ot
éva oOvoro onuelwy, yia Ty anotiunon nopaydywv e pebddoug Monte Carlo, cuvibog
OELYUATOANTTOVUE and €va xeo Teoxlwy. Me dANa NOYLo, TEOCOUOLWVOUUE TROYLES LG
O TOY 0 TG BladLxaciog TOU TEQLYPAPEL TNV BUVOULXT| TV UTOXEUEVOY XPEOYRAPWY, ETLTOXIMV
XL YEVIXOTERO ONWY TWYV TUPAUUETEWV TOU TEELYEAPOUY TO TEOPANUL UaC.

Ye auth TV tepintwon, N dido taon e€aptdton amd Tov aplbud Twy Prudtey Tou yenoyloroldvTaL
Yo Ty Tpocopoinon xou o pubude clyxione v/n tov uebédwv Monte Carlo tic xabiotodv
AVTOY WVLO TUXEC.

Av xou 6ev pmopolue va Beltidcouvpe Tov pubud clyihiong twv uebddwv Monte Carlo,
umopolue wot6o0o va Peolue xohltepec uebddouc Sevypatondilac (Sm\. vo PeNtudooupe
v otadepd Tou O(n~1/2).

3.1.4 Amnodotxotnta Extiunteiwyv

Oéhouye va xaboploovue xplThplal EMAOYAS EXTUNTELOV BACT TNE AmodOTIXOTNTAC TOUG. D€
auTh) TNV epyacio o epyacTolue pe opepdANTTES ExTnTEIES Xai B o Tofuiloupe TiC Bidpopeg
exTiNTElES Bdom TwV To XdTe dVo xeLTnplwy:

1. Awomnopd.

2. TrohoyloTixd x6610¢ (XEOVIXH TONUTAOXOTHTA).

‘Eoto C 1 noodtnra mou BéNovye va extipfioovpe (my. 1 T EVOC Toparydyyov) xou 1
EXTIUY TRL

6mov C; ebvon idd. tuyalec petoafintéc pe E[C;] = C xa Var(C;) = 02 < oo. To
KOO e&oaoganilet 6T xabng to péyebog tou delypatog n auEAVeL, 1 TUTOTOINUEVT) EXTIUYTELAL
CUYXAIVEL XaTd xatavour] oTtny tunoronuévr Kavovixr xatavour|, dnhod:
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C’n—C d

‘Onog avagépope xan tponyouuéves, o KOO poc divel mAnpogoplec yiow Ty xatavour) tou
CQANUATOC TNG EXTWATELNG pag, xabde yvopllouye dTu:

Cn — C = N(0,02/n)

Ané to nopomdve etvor TEoQavES OTL, oV €Y0UUE VoL B0 EXTIUNTELIES TOU SLAPEPOLY UOVO G TNV
dtaomopd (etvar xat ot 300 AUEPOANTTES xou £XOLV To (Blo LTONOYLOTIXG xGoTOC) Bor TEETEL Var
ETUNEYOUUE QUTY UE TNV WXQEOTEET) OLooTopd.

Enione npogavéc elvon 6T av €xoune aEQONNTTES EXTIUATELES CA'(Ln) xou CA'(QJZ) uE TNV (BLat
SLIOTIOPA AN O UTIONOYLOTIXOC YPOVOC T(x) oL amoutelton yio vor mapdloupe e Cp p)
ue £ = 1,2 Buupépel, o mpénel va emAEEOLUE TNV EXTWATELA UE TNV WXEOTERY XEOVIXY
TONUTIAOXOTTOL.

Avaocnopd xar Xpovixry [Toxunhoxotnta

Evoiagpépov napouctdlel 1 EmAOY T EXTIUNTELOY OTAY EXOUUE VoL ETUNEEOUUE OVAUECA OE EXTUATELES
UE OLUPORETIXES DLICTIOPES O YEOVIXEC TONUTAOXOTNTES oAy Wy S TOU OElyUaTog. Xxondg
uac efvon var 0ploouPE TO GYETIXG UTONOYIGTIXG XOCGTOC UIAS EXTWUNTELOC Xol Vo Bacio TOUUE

OE QUTO VLAl TNV ETUNOYT TNG XATANANANG EXTUATELOGS.

Eoto xon 18\ Cp 1) auepONNIT) exTihitol uag U domopd 02/n xau T 0 Xpévoc Tou
amanTelTon yLor vor topdEouue €var onuelo Tou delyuatog wog, éva C;. ‘Eoto eniong s o utohoyiotixog
Hoc Tpolnoroylopoe (etpLétal oTic (Bleg povddes pe to 7). Mropolue ebxola va xatardBouue
6t 0 apluog Twv C; Tou UTopolUe Vo avanapdEouue etvor

LSJ
n=|—

-
Ity exTipiTelo pog, T 1 él_s/T]v Lo VEL TROPAVEMSG

A d
\/ LS/TJ(CLS/TJ —C) —>N(0,0’%) (3.1)
wobe s — oo.
YLVeET®S, Umopel xavelc vo cuumEpdvel, BEBOUEVOL EVOC UTONOYICTIXO) TpoUnoloyiouol s,

OTL TO OPENHaL TNG ExTTRLAG pag elvan (Tpooeyyiotixd) Kavovixd xataveunuévo ye Slaonopd
2

oaT/S.
C /
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Me Bdiomn ta o mévew, unopolue vor avamTUEOUUE EVOL XELTHRLO GUYXELONG AUERONNTTMV EXTUUNTELOV.
'Eoto 800 auepdnniec extipftpiec Cpy xon Cg) (ue toug avtiotouxoug delxteg i = 1,2
AVAPEPOUATTE GTIC TOGOTNTEG TOL 0POEOUY TNV avTIo TOLY N EXTIUATELA).

To xpithiplo €xel wg e€ne:
e Av o2

1 > 0(22) XOL T(1) > T(2) TROPAVOS EMNEYOUUE TNV EXTIUATELL 6’(2).

o Av 0(21) > 0(22) xon 7(1) < T(2) Oev ebvan EexdBopo moLa EXTIATELA TPETEL VO TROTTUACOUE.
Qotdo0, av NPovpe unddy yog Ty 3.1 TOHTE TEETMEL VAL TEOTWWACOUUE TNV EXTIUNTEL
ME TNV UXEOTERN TIY| TNS TOCOTNTAC T(i)O'(zi).

I neploodtepec TANpogopiec oxeTxd pe To topoamdve deite [5] (oeX. 1-9).



4 Meg00o0dot eEXdTTOONG DLACTORAS

‘Onwe eldoye mo méve, yio vor TETY0VUE XaNOTERD (UXEOTERA) GQINUOTO EXTUNONG, UTOPOVUE
elte va oauiniooupe to uéyeboc tou Oelyuatog poc €lte Vo ETNEEOUUE EXTIUATOEIES T.0. T
droonopd Var(C;) = o2, va ebvor puxpdrepn.

Ye auth) Ty nopdypoago Bo aoyornbBolue pe pebddouc eExdttwong dwonopds (variance reduc-
tion methods).

Ynueioon: Yt napaxdton, EAV AVUPEROUACTE OE ULl GUANOY Y| LOOVOUWY TUYA0V UETABANT®Y,

¢oto Y, 6tav Bo ypdpouue Y Ba evvoolue tnv tuyalor UeTAPANTH Ue xotavour) auTh Twv Y;
Lo x3be .

4.1 MEe00odog peTaPAnT®dY EXEYYOL
‘Eotw Y7,Ys,...,Y), 10 anOTENECUATA TWV 1 AVUTHEAY WYV UG TROCOUOIMONS Xl €0TW OTL

o Y; etvon ave&diptntec xou loévopes Tuyaiee petofAntéc pe dyvootn uéon wuh E[Y] = E[Y;].
M apepdAnmen extwhtela e péone Twhc E[Y;] eivan

1 n
U IR
i=1
1 onolo ouyxhivel ye mbavotnTa 1 xabne n — oco.
Oewpolpe ThHpa Tt Ue xEBe avamopoywy | TNE TEOCOUOIWONC UTONOYILOUUE €V OXOUT] ATOTENECUA
woll pe 1o Y;, éotw X; xou tédea to Leyn (X, Y;) ebvan eniong aveZdptntes xou loOVOUES T.|.
(1=1,2,...,n). Qotéco e, n uéon twh E[X]| = E[X;] elvor yvwot.
Téte, v éva onoodhrote (otabepd) b unopolue vo uToNoY{coLUE TNV
Yi(b) =Y — b(X; — E[X]), ~yuxxdbe i

X0l CUVETIG UTOPOUUE VO UTONOY{GOUUE TOV BELYUTIXNG HECO

25



26 KEPANAIO 4. MEOOAOI EAATTQYHY AIAYIIOPAY

_ 1 <&
Y(5) = —b(X —BIX]) = — > (¥; — b(X; — E[X]) (4.1)
i=1
H Y (b) ovopdleton extyunroia petafinis eAdéyyov, xadoe to mopatnpoiuevo ogpdipe X —E[X]
Xertoupyel wg éva EXeyyoc oty extiunon e E[Y].

Toy el 6T

E[Y (b)] = E[Y — b(X — E[X])] = E[Y] ~bE[X — E[X]] = E[Y]

ouveng N 4.1 eivon wor apepdnmn extwhtew e E[Y]. Enlong, n 4.1 eivar ouvenic agod
ue mbavotnTa 1 woylel

1 1
Jim — ;Yi(b) = lim — ;(Y —b(X; — E[X])) = E[Y — b(X — E[X])] = E[Y]
_ E[(X-EX])(Y-E[Y])]
oxOoy

YuuBoniCovroc e 0% = Var(X), 0% = Var(Y) xou pxy
Yi(b) éxer dwomopd

, €Y0ouuE OTL 7

Var(Vi(b)) = Var(V; — b(X; — E[X]))

= 0} — 2boxoypxy + b*ok = o*(b)

H extrteia yetofAntic exéyyou 4.1 €xel dlaonopd

Var(Y (b)) = (4.2)

xo v b =0 (Sr\. 1o Tov cuviAdn derypotind péoo Y) 1 dloomopd ebvor

2
o
Var(Y) = =+~
ar(Y) .
TN bPox < 2boypxy éyoupe Var(Y (b)) < Var(Y) xou n Ti# Tou GUVTENEGTH b Tou
e aytoTomolel Ty dlaonopd e 4.1 elvan

oy Cov(X,Y)

b* = ngY = Var(X) (4.3)

Av avuxataotioouye ty b* oty éxgpaon 4.2 (Snhadr av utoloyicoupe Ty Slomopd TG
exTATELC HETOBANTAS ENEYYOUL Yiot TNV TWh Tou b Tou eXaytotonotel TNy dlaonopd TNe) Ha
TdEOVUE
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Var(Y;(b*)) = 0%-(1 — pXy)

xau e€etdlovtag To TNAixo %&b;)) TUEATNEOVUE OTL
Var(Y (b*))
Var(Y) 1—pky (4.4)

Ané 10 mo méve TnAixo, To Aeyduevo TAixo eEdttwong dwuonopdc (variance reduction ratio)
unopel xavelg va Topatnenoel To axoxoubo

e Me tov BéNTIoTO cuVTENEG TN b*, 1 amodoTixdTnta prag PeTafANTAC eEéyyou X eoptdton
and 10 TOCO LoUEN Vol 1) CUGYKETIOT TNG UE TNV TOGOTNTA ¥ TOU EVOLAPEPOUATTE VAl
eZeTdooupE.

e Enlonc nopatneodue 6tL to mpdonuo tng cuoyétiong pxy oev nodlel pdho.

e Av 10 UTOXNOYIG TG XOGTOG AVd avamapaywy Y, T, elvon Tapoduoto we N xwelc Ty yerion
e HETAPANTAG EXEYYOU, TOTE 0 0EIBUOC TWV AVATUEUYWYWY TWV Y; TOU amouTe(ToL yia
VoL TETUYOVPE TNV (Bl Slaomopd pe ot mou o talpvae x3vovTag n avamaparywyEég Ue
™Y xehon e eTaBANTAC eENéyyou elvar n(l — piy)

e O nopdyoviac eNdttwone daonopdc 1/(1 — piy) auEdveton pe ToNG ypfyopo pudud
xabide 10 |pxy| telvel oto 1 (xou avtiotouya pewdhveton ToNO ypryopa xabde to |pxy|
amopaxplveta and o 1).

Yy mporypatixotnta, xabde dev yvwpillovuye v E[Y] ebvar acuvibioto vo yvwpilovue
elte v oy H ™V pxy. $201600, UTOPOUUE VO XENOWOTOCOUUE Wt exTiunoyn tng b*
avTixafilo tovTog TI¢ TopopéTeous Tou TANBucuol oty 4.3 pe Tic avtioTol e BeryHaTIXéS
TOCOTNTES, TalpVoVTag BNAADY| Uit EXTUNOT TNS Lop®pnc

i i (X = X)(Yi - Y)
! > (X — X)?

Trv éxppaon 4.5 punopel xavelg edxoa var TNV avory Vwploel and TNy aveAucT) TOAVOROUNCTS.

(4.5)

H extyuhtota by, ebvon 1 xhion mou tpoxinTet e@apuolovtag TNV YEbodo exayloTOV TETPAYOVOVY
oo onpela (X, Y5)i=1,... n xou 1 oOVdeoT puetall UeTofPANTOY eEXEYY0U Xat Takvdpounong etvou
YENOWN YLl TNV CTATIC TXT) AVENUCT) TWV EXTIUNTELOV HETABANTOV ENEYYOU.

H extrteia Y(bAn) elvan 1 mpocappoopévn T oty eubeio towvdpdunone oto = = E[X].
I teplocdrepec TAnpogopies deite [5] (oeX. 185-204).
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4.2 MEe0odog avTifetinng derypatoindiog

H pébodoc avtibetinrc devypoatorndiog amooxonel xou M\l 0Ty eENITTOON TG BlaoTopdc,
TOEA OUOE ELCAYOVTaS apvNTIXéS e€apThoelc ueTadl Celyn avanapaywy®y tov Y;. H uébodog
Baoileton oty mapatApnon 6t av 1 U elvon wior ogoldpoppa xotaveunuévn t.u. oto [0, 1]
161 1 1 — U ebvan eniong opotduopga xotaveunuévn oto [0, 1]. Luvende av mopdiouue éva
delypor/tpoytd {Ur,Us, ..., Up} unopolue xoplc vor oANGEOUPE TOV VOUO TG TPocouolnong
poc vou tapdgoupe évo daho delypa {1 — Uy, 1 — Us,...,1 — Uy}, Toa Cevyn (Ui, 1 — U;) v
it =1,2,...,n anoteholv avulletied Gevyn ye TNV €vvola OTL av €XOUUE ULl UEYANT) TIUT YLot
0 U; Ba éyouye wor uxp) T v to 1 — U; (xon avtio tpé9eg).

Awouchntind, auth 1 mopatienon xenodelel xabng évag LTONOYLOUOC TOU TEOXVTTEL and
wo Teoyid pe aouVBo ToL UEYANES TIEG avTio TadulleTan amd Tov avTio oo UTONOYIOUS TNG
avTleTnc TPoYLdS, UEWDVOVTOS €TOL TNV BLIoTORA.

Tao mapamdve unopoly vo eTexTaBoUV Yol IANEC XATAVOUES XAVOVTOS YEHOT] TOU AVTICTEOPOoU
uetaoynuatiopol. Ot F~HU) xou F~1(1-U) éxouv v (Bla xatavour F odkd eivan avtifetinée
xe0éc ) F~1 ebvan povérovn cuvdptnor,.

T xatavopée ougpeteés vopo and 10 0, on F~H(1 — u) xou F~1(u) éxouv 1o Bio uétpo
oAN& avtifeto mpdonuo. Xtnv €wdiny| mepintworn mou eueic o pyeletrioouue apyoTEPU GTA
aptbuntind amoteNéopata, xabde wovieNomoolue xwvhoel Brown xou €youpe vo xdvoupe
e tuyadec petaPintéc mou axolouvbolv v tumxh Kavovi| xatavour N (0, 1), n uébodoc
e avubetinic Sevypatondloc urnopel vo egappootel dnuovpyhvtas Letyn (Z;, —Z;) 6mov
Zi~N(0,1) yiwi=1,2,...,n.

‘Onwg xou 6Ny TponyolUeVn Topdypago, oxotde pag elvon 1 extiunon e wéone twhic E[Y].
Xenowonowovtag Ty pebodo tne avubetinric devypatondlac, xatahfyoupe oe dbo delyparta,
1 xanUtepa o€ éva Belyua Leldywv (Y5, Y;) pe ta e€hc xopoxtneto Tixd:

1. Ta (V;,Y;) anotehotv Lelyn aveEdptnTov xou lobvouny Tuxadov UetaBAnTdy.
2. Tho %40 i T V; xon Y; éx0uv tnv (Bia xortavour oANG Bev ebvon aveEdptnTor.
H extipritplo avtibetinnig devypoatorndiog opileton vaetvar o aplBuntixde péoog twv 2n nopatnehoeny

~ 1 -
Ya= 2nzl(Y +Y)
1=

XL OV YEAPOUUE TNV TURATAVW OYECT) OTNY LOPPT
1l Yi+ Y
Vv, = = (#)
A7 0 Z 2

=1
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avTihopfavopooTe OTL N ExTILATELL VA elvow 0 Sevypatinde péooc n aveEdptniov mupatnehoenmy
{(Y; +Y3)/2}iz12,.. n. Buvenog, unopolpe va egapuéooupe to K.O.O. xou éyouye

Yi—E[Y] 4
oa/\/n

N(0,1)

6ToL ~
o4 = Var(u)

I vo amogavBolue mepl Tng amodotdtnTog tag exTiuTetag uebddou avtifetinrc devypotorndlag
évavtl poc ouviine extiitplac Monte Carlo Pacilépevne oe aveldptntes avomopoymyEs
TV Y; apyxd Bewpolue 6Tl To UTONOYLOTIXG %xOGTOG avamapaywYhe Tou Lebyoug (V;,Y3)
elvol TPOGEYYIOTIXE BIMAGCLO omd auTd NG avamoparywyhe Wag Yi. Av xou 6nwe avopépoue
TEONYOLUEVWS TNV TERINTOON TUTIXDY Kavovixdy tuyaiov yetafAntdv uropolue amiog va
avTio Tpédoupe To TpdoNUa TwV Z; (XETL TOU TEOPAVADS UTONOYIo TG elvon TOND @Onvdtepo
and TNV maparywyh woe véag tumixic Koavovifc tuyaioc petafintic), oe autd to onueio

oY VOOUUE TETOLEC UTONOYLO TIXEC DIEUXONDVOELC.

Kéto ané auth Ty undheomn, 1o cuvoNiXG XGOTOS UTONOYIOWOD TNe eXTIATEIC Ya elvon
(rpooeyyioTnd) (B0 pe T0 XG0 TOC UTONOYLOUOU 21 aveEdpTNTWY AVATaPOYWYMY TNe Y xat
GUVETOG €XEL VONUA 1) OOYXELOT TV BLICTIOPWY TNG EXTIUATELAS AUTAS UE TNV EXTWUATELX Yoy,.

EvBiogepbpacte hotnéy va efetdoouye néte Var(Ya) < V(Yay,), Snhodn néte
1 n 1 2n
S+ < vl 50
ar 2n;( +Y;) < Var 2n;

Auté oupPaiver btav o1y Var(SF Vi + 171) < 45 Var( e Y;), dnhodr) btov

Var(Y; +Y;) < 2Var(Y;)
omou
Var(Y; +Y;) = Var(Y;) + Var(Y;) + 2Cov(Y;, Y;)
= 2Var(Y;) 4+ 2Cov(Y;, 17;)

LUVETOSC XATANTYOUPE OTL 1) avTBeTiny) Berypatorndio uetdvel Ty diaomopd av ixavorote(ton
1 €€hg ouvbun:
Cov(Y;,Y;) <0 (4.6)

I teplocdrepec TANpogopies deite [5] (oeX. 205-208).
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4.3 ZTpoUATOTONUEVT deryatoindia

Kou méht, oxonde pog ebvon vor extuoovue v E[Y] émou n Y eivon pior tuyador petafPAnty
Y : Q@ = R. 'Eotww 6t éyovue K otpoyata, dn\. €youpe Aj,..., A &éva yetold toug
uroolvora tou R ota onola mepiéyoviar mAfipws ol tée e Y (0.B.), H adkwwe: P(Y €
U;A;) = 1. Téte

K K
EY] =S P(Y € A)EY|Y € 4] = pE[Y|Y € A4 (4.7)

=pi

Yy ankf tuyadio derypoatoandlo dtav malpvoupe évar Selypa n aveldptntwy Y; xon xabdg
0 n — oo Bua éxouue 6TL TOo MOCOCTO TV Y; o xdbe oTpdua Bo telvel oto p;. Xy
O TEOUATOTONUEVY) BELYUATONNDio ETUNEYOUUE €X TV TEOTEPWY TO TOCGOCTO TWV BELYUATWY
TIOU TEETEL VoL TAPOUPE amd xdbe o Tpdua xon xdfe povdda mou maipvouue amd to A; €xel v
xatovour) Tne Y Bedouévou 6T Y € A;.

‘Ectw tthpa 6Tt talpvouye éva delyua peyéboug n 6mou and xdbe o tpdua talpvouue n; LOVAEBES,
UE TETOlo TPOTO WO TE N = np; (Bewpolye Yo anhdtnta 6T n; = np; elvon axépatoc). o xdbe
i=1,..., K éyxoupe Y, j =1,...,n; aveldptnTeg UETPHOEIC and TNV DECUEVUEVT XATAVOUY
Y|Y € A;. M apepdinmen extipitown tne E[Y Y € A;] diveton and tov derypatixd péco tou
1 — 00TOU OTPWUATOS, ONAABY ATO TNV EXTIUYTELO

1 &
Yi=—> Y,
nij:l

‘Eneton and v 4.7 611 o apepdnnen exuurtewa e E[Y] etvon 7

K n;

K
V=Y pi=2 33y (48)
i=1

i=1 j=1

H extypftp Y Siapéper and tnv ouvifn extiufitelo Tou derypotinot péoou Y = %Z?:l Y;
o710 6TL e€aeipel TNV YeTaANTOTNTO HETAE) TWY O TEOUATWY Ywpeic va enneedlel TNV yetafAntoTnTa
TOU OElYUATOC EVIOE TOV CTPWUATOV.

Mrnopolue var yeVixedoOUUE To TAUEATAVW UE BLO TEOTOUG.

Il v et enéxtaon tne uebddou, emitpénovpe ta otpwuata va opllovton Bdon wog
oelTeEne peTaPANnThc X, v Aeyouevn petafintn otpwuaromoinons 1 omola Bewpolue OTL
nadpver Téc otov RY xou étol T otpdpata fempolue 6T elvon Zéva UeTaEl TOUS UTOGYVONX
tou R? 1.0. P(X € U;A;) = 1. Tuvende thpa Umopoliue Vo Yevixelooupe tny 4.7 og:
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K n
EY] =Y P(X € A)E[Y|X € 4] =) pE[Y|X € A (4.9)

1=1 =p; i=1

IMa va xenowwonotfioouye vy 4.9 npénel v napdZovpe Levyn (X5, Yi), 7 = 1,...,n; ye
deopeuuévn xatavoun tou Ledyous (X, Y) dedouévou 6Tt X € A;.

It tv Beltepn enéxtoom tne uebddou, emTEEROVUE Ta Ny, . .., MK Vo elvon Tuaia (0o T6G0

e K 7 7. Ié 4 4 7
TN Y m g ny = n) avtl vo elvon avdhoya Tov p;. ©étoviag ¢; = n;/n vo elvon 10 1060616
TWV TAEATNENOEWY and TO ¢ — 00 TO CTPWUA, UTOPOVUE va yeddouue

B K 1 ng 1 oong
S SOEE S NEILD Bd (410
i=1 j=1 b =1

EXarylo Tomoldvtag Ty SLacTopd TN o Téve EXTILATELIS WS TEOS To g;, UTopoluE Vo fpolue
€V XAVOVAL L0 TO WS VO XUTAVEUOUPE TOL O TEWUATA UE EVa TPOTO TOU Va Efvall TOUNSYIG TOV
1600 anodoTndc 600 xou GTay To XATAVEUOUUE OE avTioTovla Ue Ta p; (Sn\. 6tav n; = pin).
INo teplocdrepes TANpogopies deite [5] (oeX. 209-235).

4.4 Acvypotoindia ontouvdondTNnIAg

H Sevypotorndio onoudardétntoac (importance sampling) envyelpel vo uewdoet v Sloonopd
oxN&lovtoc to pétpo mbavotntoc and to omolo mapdyovtan ta delypata/tpoyiéc. O oxonde
aUTAS TNS aNAaryfic HETEOU Elvor Vo SoouUE LeyaniTepo Bdpog ot omovdaidtepa,/onuartixdtepa
anoTeENéoUOTA BEATIOVOVTOS €T0L TNV AnodoTIXOTNTA TNS SetypaToNnlog pog.

Ocwpolue 10 TEOPANUA exTiUNONC TS TOCOTNTAC

6mou X ebvon wa tuyada petaAnTA pe Tiwée otov RY pe muxvétnto mbavétnroc f
xou h i R — R wa ouvdptnon. H ouvifne extuftpio Monte Carlo eivou

omou ta Xi,..., X, elvar n aveldptnreg derypatinéc yovadeg and v f. ‘Eotw toea g ua
GANT) TuxvOTNT TWhoVOTNTAS T.00.

f(z)>0=g(z) >0 (4.11)
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LUVETKE UTOPOUUE VoL EXPEACOUNE TNV TOCOTNTA TOU BENOLUE VoL EXTIUOOUUE WS

f(z) f(X)
a= [ hz)—==g(x)dr =E,; | h(X)—= 4.12
[ e E a(wyie = &y [0 ] (112)
| ———
E g mpog v g
Av tdpa mdpouue éva delyuo n aveldotntov yeteiocwy Xi,. .., X, and v g, n extiuiTela

delypotondiog omoudaudtntog mou oyetileton pe TV g elvan 1

f(Xi)
9(X3)

1n
v = — h(X; 4.13
9= 13 hO) (4.13

6mou to mnixo f(X;)/g(X;) etvon 1 T tne moparydyou Radon-Nikodym oto X;.

"Eneton omé tny 4.12 6t Eg[ar] = o xou ouvenae n &5 amotehel auepdAnmTn extyuhtola Tne o
I vo cuyxelvoupe v extiuitela SerypatoAnlag omoudatdTnTag e TNV oLV exTurTELY,
apoU elvar xou oL 600 AUEPOANTTES, apxel vor cuyxelvouue Tig BeUTERES POTES.

Yy derypatondio omoudatdtntog éxoupe

Eg[(h(X)gE))gﬂ = E[h(X)QgE))g}

70 omolo, avaloya e TNy emoyY| TNg g Ho elvon peyakbtepo 1 xpdTeERo and TNy delteRT) POTN
E[h(X)?] tnc cuvifouc derypotolnhice. Suvendc to x\ewdl yior vo éxel vorua i derypatorndio
OTOLBAOTNTIC VoL 1) XATINNNAY ETUNOYH TNS ¢.

IMTapatripnon 3: Av Bcwpricoupe Ty b va elvor Wit Un-oevnTixy cuVEETNoY, TOTE TO YIVOUEVO
h(z)f(z) eivan enfong un-opvntixd xou unopel vo xavovixorowmnbel oe muxvdtnta mbovoTnroc.
Ocwpolye TNV g VoL Elvon AUTH 1 TUXVOTNTA XAl TOTE

g(x) oc h(z) f(x)

omou 1 otabepd avahoyiog oty o tdve oxéon etvar n h(X;) F(X;)/9(X;) avelapthtoc g
Twhc Tne Xi. e auth v nepintoon, N extydteia derypatoandlag oroududntac &y mou
olveton oty 4.13 pag diver wa extyhtelor undevaens daomogds. Lty medén autd dev €xel
ool YeNoOTNTO XoBKOC YLoL VOl XAVOVIXOTIOLCOUUE TO YWVoUevO h - f mpénel va Sloupécouue
UE ONOXNTpWUA TOV, TO ontolo elvar axELBde 1 TocoTNTA (v TOU BENOUUE VoL EXTULHCOUUE.

IMog’dXat autd, 1 mapandve mopathenor wog Bondd vo emAéEouue Wiar oTEATYLXY YLo VoL
extenéoovye devypotoandla onoudoudtnragc. Oa TEENEL NOLTOV, Vo BELYUATOANTTOVUE OF
avohoyio ue to ywvopuevo h- f. Xe e@oapuoyéc Onwg auTég Tou Yag EVOLAQEROUY GTNY Tapoloa
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epyaota, on\ady| oe eQapuoyég anotiunong mapaywywy, N h evon cuvhbwg 1 anoToxiouévn
CLVEETNOY AMOTANPEOUNS TOU ToEaYYou xou f elvon 1 adldpopn xvdOVoU TUXVOTNTA ULdg
BlaxEIThAC TROXLAC LTOXE(UEVLY aryalf®y. e auTy TNV TEPITTWOT), 1) 0movdaldTnTa Uiac TEOYLAS
UETELETAL OO TO YWVOUEVO TNG AMOTOXIOUEVNS AMOTANPWUNAS Xat TNG TUXVOTNTAC ThvOTNTOC
™me.

Av tdpan h ebvan 1 Belxtpia cUVAETNOT EVOC GUVONOL, TOTE 1) BENTIO TN TUXVOTNTA BELyUatoANdlog
ONUAVTXOTNTAS EVOL 1) aEYIXY| TUXVOTNTO ENEYYOUEVT 0T0 oUvolo. Me dika Aoyia €otw
h(z) = 1{x € A} yia xdmoio A C R%. Téte a = P(X € A) xon 1 nuxvdna Sevypatonnbioc
onoudatdtnrac undevixrc dtaomopdc h(z) f(x) /o elvan axpdde 1 deopeuuévn muxvotTn T TNS
X Bedopévou 611 X € a (umobétovtag 6Tt v > 0). Tuvendds, GTov YenotlonoloVue Thy
derypatornio oToLBUOTNTAS Yot VoL EXTUWHOOUKE Wiat ThovotnTa, B Teémel var o Toyedouyue oe
QLo TUXVOTNTAL BELYLATONTPlog oTouBadTNTAG oL Vo TEocEYY(LEL TNV BECUEVPEVT TUXVOTNTA,
OnhadH pa g 1 omola B xdver to evdeyduevo {X € A} mo mbavogavéc.

4.4.1 Tpeoyroeiaptwpeva ITapdynyo

Y10 yovtélo pog, ov unoxelyeveg afiec Bewpolue otL axolouBolv wa xivnon Brown, 7
OANLOE (pETd amd Ty Blaxpltomoinon) 6t poviehonotolvton amd Kavovixd tuyala Siaviouata.
AXN&Zovtag tov cuvteNeoty| tdone (drift coefficient) awthc tne xivnone Brown étol dote
QUTA Vor XIVOUVTOL TIEOG TIS ONUavTIxéS TeployEc, 6mou 1 onuavtieotnra xobopileton and v
CLVEETNON ATOTANEWUNS TOU BIXAUOUATOS, UTOPOVUE VoL EXTENECOUNE Bevyatorndia omoudandtnTac.

H ebpeon g BéEXNTIoTNC adXayhig Tou ouVTENESTY| TdoNg YiveTon Yéow €vog mpofAruatog
Bextiotonoinong [6].

‘Onoe névta, meplopllopacte ot éva Bloxpltd xpovixd dCova 0 =ty <t < -+ <ty =T xou
unofétouye OTL 1] UOVN TINYY) CTOXACTIXOTNTOC GTO HOVTENO o eivan 1 xivnon Brown. Ou
mpocavérioel; g d — didotatng xivnone Brown and to t;—1 o7o t; TpocouoLdveETAUL Ao

Vit —ti—tZ;

onou ot Z; ebvan d — dudotata Tumxd Koavovixd tuyaia Siavioupata. Lupfoind and tohpa xan
oto e€fg, N T.u. Z elvon o ddvuopa (21, Za, . . ., Ziy,), SNNadY ot ONOXANe TpoyLd, xou xdbe
anotéecyo Z npocdlopilel Ty anotoxiopévn ofio Tou dixaudpatog. Otwpwvtag 6Tt G elvon
1 ouvdptnon anomAnewunc (amotixiopévn afla), oxonds pog eivon N extipnon e E[G(Z)].
4.4.2 ApBuntind AcLatind dixoUowpo oyopds

Awaxprtonolotue Ty xivion GBM (r, 0?):

S(tz) = S(ti_l) exp ((T — %Uz)(ti - ti_1) +o ti - ti_1Zi>, 1= 1, ..m
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X0l ONUELOVOUUE XL TNV CUVARTNOT| ATOTANROUNS

G(Z)=G(Z1,... Zyp) =T [S - K} !

Bdon tnc omolac anotipnon tou dixardpatog onuaivel utoloyiopoc e E[G(Z)] yw Z ~
N(0,1).

AX\ay? 6pou tdong: I'eapuixonoinon

Méow tne derypatorndiog oroudoudtntag Unopolue vo aANGEOUKE TNV xotavou Tne Z (Tpoydc)
nadpvovtag xan AL po apepdanTTn extitele e E[G(Z)]. Ilepopilovtog tov gautd pog
o€ OANXYEC xoTavouric 6mou 1) wéomn Ty Tng £ amd 0 méov Ba ebvar xdmolo dANo didvuoua
oupforiloupe pe Py, xou By v mbavotnro xou ty yéon tr étav Z ~ N (p, I).

‘Eotw tdpa 6t 1 f elvon n muxvotnta mbavotntog wog Tumue] Kavovioede T.u. xou g 1
nuxvotnta mhoavotnrog pag Kovovixic t.u. ye péoo i xon diaomopd 1.
Eixoha mpoxintel 6T

m m
f(Zi) < moo
—exp( - 7z + ) 414
Av mpocopoiboouye uia xivnon Brown ctov ypovixd dova 0 = tg < t1 < -+ < tpy, =T

0étovToc

W(tn) =Y \/ti —ti1Z;
i=1

t67¢e 1 4.14 elvon To TNAixo Thavopdvelag yia plo ooy 1y L€ tpou mou Ttpocbétel uéco puy/t; — i1
oty poocadinom tne xivinone Brown oo [ti—1,t].

A to mapandve, Beloxouue ot
E[G(Z)] = E, [G(Z)e—unguT,‘}

yia xédbe € RY,

H expfirpia ¥ brmou

1
Y; = G(Zi) exp(—p" Zi + §MTM)

elvan Lot aueEOANTTY exTIUTELA Yia xd0e emAOYN TOu . LUVETODS, BENoLVUE Vo emINEEOUPE 14
T.0. VO £YOUUE WLOL EXTIUNTELY UXENC OLUOTIORAC.
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Kofie n G madpver pévo un apvntixée twée, unopolue vo yedovue G(z) = exp(F(z)),
Bewpwvtoc F'(z) = —oo av G(z) = 0. Enlong, to va nalpvouye yio péomn Ty wlog ouvdptnong
e Z und 1o P, ebvan 1looBOVoO YE TO VoL AVTIXAUTAG TAGOUUE TNV Z UE [ + Z oL VA TEQOUUE
™V péon T xdTe ond To apyixd Yoc péteo. Apa:

=E, [eF(Z)e—“TZJr%HTu}
- E[QF(WZ)&—MT(MZ)%MTM} (4.15)
- F [eF(wZ)e—uTZ%uTu}

I %80 1, 1 Exppaon yéoa oTNy mOo TaVE UEoT TWH lvon Uior GUEPONNTITY EXTIUATEL OTIOU
Z ~ N(0,1). Avahbovpe tnv F €10l OOTE Vo THPOLUE WLt TPOGEYYLOT TpOTNS TEENG YLot TNV
EXTIUATELOL

FUt2) =T Z=31Tp o JF(W)+VF(W)Z ;—uT 2= p (4.16)
Av umopotye va emNé€ouye p T.0. Vo xavorotettan 1 ouvlxn otabepol onueiou
VF(p) =" (4.17)

T0TE 1) Exppaon oTo Bedl yéhog tne 4.16 anhomnolelton oe uia oTalepd ywelc xoplo e€dptnom
amd TNV Z. Ye Wi TETola TERITTwan Teogavas 1 exténeon) delyuatorndiog onoudouudtntag Ye
awtd T0 1 Bor pog €Bve Lo exTiTEL UNdEVIXTC SLaoTopdc, eved Bar woc EBLVE Wiar EXTIUATEL
YOUNAAC Slaomopdc av 1 4.17 {oyue TpooEY Yo TIXAL.

AX\ay?f 6pou tdong: Kavovixh Ilpooceyyion xouw Béltiotn Teoyid

‘Onog éxovpe mpoavagépel otny Hapathonon 3 , n BENTIo TN TuxvdTNTA SevypaTornlog oToudatdTnTag
elvat To (XovoViXOTOINUEVO) YIVOUEVO TN ONOXANEOTENS TOGHTNTAS (CLUVEETNONS ATOTANPWUTNC)
XL TNG AEYIXNG TUXVOTNTAC.

Ynv dunr) pog meplntwon, €xovpe 6Tt 1 BENTIO TN TuxvOTNTA Elvar avEAOY T TNG TOGOTNTOC

') — 1sz

2

ool G(z) = eF(@) givau 1 CLVEETNOT ATOTANEOUNAC o em27 %

Kavovixrc nuxvétntag.

elvon avéhoyn e Tumxnig

H xavovixomoinom g mo méve cuvdetnong Taedryel Lo TuxvoTnTa ThovoTnTog, Oyt amapaitnTo
opwe Kavovixr. Kaboe nepropilépacte oty adlaryr| Tou U€ooU, ETLYXELOOVUE TNV ETLNOYT ULOC
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p .o, N(p, I) va npooeyyilel tnv BENTIOTN xoTovouy.
‘Evog tpomog va yivel auto elvon va Bewpricoupe to 1 va elval 1 emixpatoloo T Tne BENTIOTNG
TUXVOTNTAS, ONAadT) vor SLohé€ouue €va i1 To omolo Ba efvan  Noon g

1
max F'(z) — §ZT2 (4.18)

T

H ouvBxn npdtne tédng v to Bétioto eivan VF(2) = 2%, mou ouunintel ye v ouvBiun

otafepol onuelo oto 4.17.

Mmnopotye va gpunvetooupe Ty Noon z* g 4.18 wg wa BéNTiotn Teoyid. Auth n Aoor elvou
N o omovdala TEOXLE oV UETPNOOULUE TNV CTIOLBAUATNTA KOG TO YIVOUEVO TNC ATOTANEWUNS Xol
e TUXVOTNTAS. ALONEYOVTOG [t = 2* BLONEYOUUE CUVETE TNV VEX TIOT| TOU GTEW)YVEL TNV
oToyaoTr Sladwacia oty BENTIOTN TEOYLA.

Y noloylwopodg vEou 6pou TdoNg

H eni\uon tne 4.18 iooduvayel oty yeylotononon tng G(z)e_%sz 6mou G elvol 1) amoTOXLGUEVT
amOTANPWUR Tou dixondpatoc. Kabde o mapdyoviac amotoxiopol e "L etvan o otadepd,
UTOPOUUE Vo TNV aryvorficoude 6To TedPAnua Beltiotonoinone pac o va Béoovpe G(z) =
[S — K|*. Enione, apxel va Néfoupe unddv pac 1o onyela émou G(2) > 0 — S > K onou
xan 1 G elvon aparywylowun.

TN tic ouvbRxes Tp®TNE Tédéne, toporywyilovue Ty

[S— Kle 2% *
xou B€touye ooV pe To uNdév, malpvoviog
oS
e — Klz: =
aZj [S ]Z] 0

X0l XENOWOTOLOVTOS TWE TO cUVNIES oy ua SLaxELToToNoNS €Y0UUE
25 1 i 0S(ti
aZj N m — 8zj

i=j

XATONYOVTOG €TOL 0TS oLVBNXES TPMTNG TdENS

Yot o/t —tim1S(t:)

K mG(z)

= %Z U\/ti - ti_lS(ti)
=]

xa xofe Bewpolpe woanéyovta onuelo 6Tov dEova Tou xeévou, e h =t; —t;_1 , TpoxinTEL:
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J¢M2i§+KX %+F:%_OXE%§X j=1,...,m—1 (4.19)

zZ1 =

Aoopévne e tuhc e G(z) unopolye vo tpoodlopicovye v z. Ilo cuyxexpwéva, av y =
G(z) propolpe péow tne 4.19 va utoloyiooupe TV 21, Y€ow ToL oyHUaTOS dlaxpltonoinong
v S(t1) xou Eovd amd v 4.19 TV 29, %.0..x.

T %8B tétolo Swodixacio, 1 y opilel wa tpoxid S(ti,y), ¢ = 1,...,m. H enilvon twv
oLVIMXUOY TEWTNG TAENS AVAYETAL OTNY EVEECT) TNG ¥ Yt TNV OTOl 1) ATMOTANEWUY, GTO
S(tl,y),...S(tm,y) elvou mpdryuatt Ny, dnhadh avdryeton otny ebpeon e Abong g e€lonong

1 m
NSt ) — K —y =0
mél<ww y

Y10 [6] avogpépeton 6TL Tor optBunTind amoteNéopoto paivetar var delyvouv 6Tl 1 Tapamdve
e€lowon €xel por povadx Noan. Auty n Noon unopel vo Beebel ebxola péow wag uovodids tatng
avalTnong.

I tepioobtepec TANPoYoplec oxetd ye v derypatorndioa oroudubdtntos deite [5] (oeN.
255-275).

4.4.3 Tlapddevypa

Av xau oty enduevn evétnTa, 6moL Bor amotiuricouue aptbunTnd Actatind Sixandpota oy opd
yenoworoldvTag TNy xhaowxn uébodo Monte Carlo xan Tic uedodoug tne MetafAnthc EXéyyou
%ot TV AvTifetindv MetofANT®V Ye 6X0mo VoL ENATTOCOVUE TNV BlAoTORd TV EXTIUHCEWY,
oev Bo exteNéoouue amotiunon yenotwornowdvioe Acvyyotoandla Xrnovdadtntag. Qotéco,
otnv cuvéyeta Bo dooupe éva TopddeLyUa Ylot TO Twe ot 1) LEBodog unopel va uhomondel
X0 YOl TNV OmMOBOTIXOTNTA TNC.

Ocwpolue So = 100,7 = 0.05,0 = 0.2, K = 200, T" = 1 xou 671 6ENOUUE Vo AMOTLUHCOUUE
éva and Euponoixd Suxalwpa oyopds.

Y10 mo xdte yednua avanaploTavian ol tpoyiéc n = 10000 mpocouoldoswy NS xvnomng
Brown nou povtehonolel o ypedypapo e T npoavapepbeices tapauétooug.
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225
200 -
175 1
150 1

Stock Price

Ané o mopoamdve umopel xoavelg ebxora vou 8eL OTL 1) TUTUXY T TOU YEEOYEAPOU BEV PTAVEL
o strike price cTov xpbévo welyavorng.

Av emiyepriooupe va exteécouye Ty omht uébodo Monte Carlo, xofng oe auth| v nepinTtwon,
ol mAeloTeC TWES TV AmOTANELUdY (av byl dXeg) Bo elvon undév xou Bo odnynbolue oe
AovBaouévn anotiunon. Kabog to mapdywyo ondvia Ba xotarryel in the money, Qo €yet
eniong HEYANT BLoTORd 1) EXTWATELAL HAC.

INo voo Nocoupe owtéd to mpoPAnua extelotue Acvyuyatorndio Ynoudoudtnrag, uéow evog
petaoynuatiopol Girsanov (dnhady) urtoloyilovtag to tniixo mbavopdvelos/napdywyo Radon
Nikodym). Autéc o petaoynuatiopos o pac dwoet évo vEo 6po tdone Tou o ompdyyvel To
TUTULXO JOVOTIATL TNG OLadxaclog TOU UOVTENOTOIEL TO YEEOYEUPO OE UL CNUAVTIXY) TEQLOYN
(in the money).

Cameron-Martin-Girsanov

‘Eotw {W; : t € [0, T]} xivion Brown otov (2, F, P. IIporyUdToTOWOVTAS TOV UETOOYNUATIONS
(PX\éne 6.4)

-

dP

n {W; : t € [0,T)} ue Wr = W; — Bt eivon xivnon Brown ovov (Q, F, Q).

Yy neplntwon mou Bu Sel€ouye xou 0To Tapddelyua o TNV cuVEELR, BENoLUE Vo uToXoyicouue
e

Ep[(Sr — K)*] = Ep[(Soe!" 77T — K)7]

001600 €youpe éva way-out-of-the-money option, dnh\adr Sp t.0.

P[SpetTToWT > K] < 1



4.4. AEII'MATOAHWIA YIIOYAAIOTHTAY 39

Kdvouue tov utoloyioud we e€ig

EIP’[(ST _ K)+] _ EP[(SOe(u—i—aﬂ)T—s-oWT . K)+]

~ 2 ~
— EQ[e—BWT—%T(Soe(H-FGﬁ)T-&-UWT — K)*]

Anhadn avTl Vo TPOCOUOLOCOUUE UL YEWUETEWXT xivnon Brown St ue mopduetpo p xan vo
Tépoupe Tov Péco 6po twv (ST — K)T Unopolue Vo TpocoROLOGOUYE Wio YEoUETEXY xiviom

- 2
Brown ye nopduetpeo (p + o) xou vor mdpoupe tov péoo 6o twv e‘ﬁWT—%T(ST - K)*.

Arotipnon

‘Onwg unogeite va deite oto A'.6, unolomololue Tov aXyopluo mou mepLyEdPETUL and TOUg
Boyle, Broadie xou Glasserman oo [2]. Autdc o akydpibuoc teprypdpeton we e€hc:

1. H ad&nomn tou drift ulomoielton Serypotornmradvtag and uio petatomouévn Koavovixy
xatovopry avtl and wa tutonomuévn Kavoviood xatavouy, (eueic ewprioope 1 = 0.6.

2. ¥to téNog e cuvhboug Bladixaciag TEOCOUOIWoNE TWV TEOYLWY Xl TOU UTONOYLOUOU
TV ATOTANPOUGY TNG x40 TeoyLde, N amomAnewur o tabuiletan yio vo BKOEL TIg GO TES
ATAVTACELS GTO CWOTO oG TEOBANUAL.

3. To nopandvew emtuyydveton TONNATAACLALOVTAUC XADE TEOCUOLWUEVY ATOTANEWUY| UE TO
nAixo mbavogpdvelog

s s ey vy

ratio = e

Exteldvtag Ty anotiunon naipvouue wa tr C' = 0.13, 61og avorypdgeTtal o 0 TO TopoxdTe
Yedpnuo 6nou uropel xovelc Vo 0L XaL TIC TROYLES TNC VEUS TROCOUOINONS, OTOU XATUPEQUUE
VO OTIPWEOVPE HE TNV OANAY MG TNV TuTx)) Teoytd in the money.
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EU Call Price: 0.123 (error 0.048)




5 AplBuntixd Anotelecpato

5.1 3Xx0moOg %Kol OYEOLACTUOC TOV NELPAALTWV

EX0TOC TWV APLOUNTIXGY UTONOYIOUMY TTOU EXTENEGOUE HTAY 1) ATOTIUNCT ACLUTIXGDY SIXUWUATWY
oy 0pAE XalL 1) CUYXELOT) TOV dLapoewY HEBOBWY ENATTWONE BlaoTopdc. Aev EXTENECUUE TELOQUATO
yioe TNV omoTiUNom AcLaTin®y SXoUwPdTmY TOANoNS, xabng Ta anoteNéopata eivol TapduoLo
%o Umopel €0XONA XAVEIC UE ULOL UIXET] TROTOTIOINGT TWV CLUVIPTHCEWY ATOTANPWUNS O TOUG
XWOOLXES OV UNOTIOLNOUUE, VoL Ta TPAEEL UE EUXONLAL.

I var tethyouue autd ToV 0%0T6 Bol AMOTIUNCOUUE Ta BLAPOEAL DIXOUWUINTA, KETOCHLOTOUDVTUG
dlapopeTinég uehodoug, SlatnEMVTag Ko TO00 XdToleg oTabepés:

1. IIdvto mparypateuduac e Pe éva Ypedypapo Ye ploxo ue apyxr T So = 100.

2. OewpolUE OTL TO ETTOXIO TOU YEEOYEAPOL dveu ploxou eivon r = 0.15.

AotnedvTog Tor Topamdve o Tabepd, EXTENOVUE TIC TROCOUOIWOELS X0t UTONOYILOUUE TIC TWES
TWY (PEOY PPV YiaL SlopopeTnES TYES Twv o xou K. Tuyxexpwéva taipvouye o € {0.15,0.20,0.25,0.30}
xou K € {90,100, 110}.

[N Tov uTOAOYLIOUS TV TWEY TOV TLO TEAVE BIXUOUATOY, Bd XENOLLOTOCOVUE XATOLES and
Tic mpoavagepbeloeg uebobdoug, pe oxomd Ty cUyxplon Touc. ‘Exouue emNé€el tig e€nc:

1. A\ uébodog Monte Carlo.
2. MéBodog MetafAntddv EXéyyou.

3. MéBodoc Avtbetinic Aevypotondiog.

41
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5.2 Aaxplrtonoinom

H Xoon e XAE tne T Tou unoxelyevou ypeoypdgpou pe pioxo (underlying asset) etvou:

o2
St = Spexp <(r - 7)T + 0\/?2)

ALoXELITOTOLOVUE YENOWOTOLOVTAS TO XAaoxd oyfua Euler, xowpllovtag to (povixd didotnua
[0,T] og m to TA\HBoc vnodaothuata pe uhixoc At = T'/m. Ildvw oe xdbe vrodidotnua
[t,t + At] npocopoidvoupe to Briua epopudlovtac to daxpltd oyfua Euler

S(tj1) = S(t) exp (Ir - %]At +oVAIZ)) (5.1)

onov oL Z1, Za, ... Zpy civan ave€dptnTeg LoOVOUES T.u. Tou axoloubBolv tnv tumxy| Kovovixr
HATOVOUT.

5.3 Ilpoocopoilwon

ITpocoyolhoaye TpoyLég ToL LTOXEUEVOL aryalBol xou GTNY CUVEYELL BIVOUUE XATOLES YRAUPLXES
Tapao TAoEL; Tou emPBePoucdvouy xdmota and o YVwotd and Ty Bewplo uéyel Thpea.

ITio xdtew prnopolye va BOVUE TO LOTOYRAUUUO TWV THWY EVOS YEEOYRAPOLU 6To poviého BSM
ue So = 100, = 0.05,0 = 0.25 xou T" = 2 70 omolo npocoyowcaue n = 10000 @opéc xan
6mou 1 Soxprronoinom éyve yweilovtac tov dZova tou yedévou [0,T] oe m = 1000 twoprixn
Tpuota. And to 1o TodYpauue uropolue va emPefotroovpe bt n T auth axoloubel lognor-
mal xatovour: (BAéne xdixa A'.1)

350 1

300 1

250 1

200 1

Freguency
B
=} =]

=

50 100 150 200 250 300
Stock Price

ITo xdtw divovton xan xdmoleg and tic n = 10000 TpoyLés Tou yenoomotinxay To Tdve:
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Stock Price

5.4 Anr\6 Monte Carlo

5.4.1 Kowodiuxoc

ITio %o nopabétoupe Tov xOdixa oe Python mou uvhonoooue xon exteNécope €101 HOTE VoL
EXTENECOUUE TA TELAUATA UE TIG TUPAUUETOOUS TIOU AVAPEQOUE TOUEATAV® Yial TNV am\Y) u€bodo
Monte Carlo.

Listing 5.1: Koweg - Anhé Monte Carlo

def price_naive(gbm, r, T, K, n):
disc_payoffs = [np.exp(-r*T) * max(np.mean(path) - K, 0) for path in gbm]
results = {
"price": np.mean(disc_payoffs),
"se": np.std(disc_payoffs) / np.sqrt(n),
"y": disc_payoffs
}

return results

def aa_mc_basic(params: dict):
"""Price arithmetic Asian Call options using basic Monte Carlo."""
SO0 = params.get('SO"')
T = params.get('T')
M = params.get('M')
params.get('n')

n
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sigmas = params.get('sigmas')
r = params.get('r')
strikes = params.get('K')

workbook = Workbook(FileFormatType.XLSX)
worksheets = workbook.getWorksheets()
sheet = worksheets.get(0)

cells = sheet.getCells()

first_row = f"r= {r}, S(0) = {S0}, T = {T} and n = {n} (number of
simulations)"

cell = cells.get(0, 0)

cell.putValue(first_row)

results_names = (

[}
B

'Strike Price',

'Call Price',

'Estimator Error',
'Execution Time (secs)',

for i in range(len(results_names)):
cell = cells.get(1, i)
cell.putValue(results_names[i])

row = 2
for sigma in sigmas:
cell = cells.get(row, 0)
cell.putValue(sigma)
for K in strikes:
start_time = time.time()
res = price_naive(generate_gbm(SO, r, sigma, T, M, n),
r, T, K, n)

call = res['price']
call_se = res['se']
end_time = time.time()

results = (
str(K),
str(round(call, 4)),
str(round(call_se, 4)),
end_time - start_time
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# write to excel

for i in range(1l, len(results) + 1):
cell = cells.get(row, i)
cell.putValue(results[i-1])

row += 1

workbook.save('aa_mc_basic.xlsx')

5.4.2 AmoteléopaTa

ITio xdtw umopeite var delte oV Tivaxa TOV ATOTENECUETWY TOU TROEXVYE Amd TNV EXTENEDT)
TOU O TAVE XWOLXAL.

NAIVE MONTE CARLO
r=0.15, S(0) = 100, T = 1 and n = 10000 (number of simulations)

o Strike Price | Call Price | Estimator Error | Execution Time (secs)
0.15 | 90 15.4085 0.0809 30.52

100 7.5555 0.0702 30.33

110 2.5666 0.0459 30.41
0.2 |90 15.6486 0.105 30.38

100 8.4471 0.0902 30.65

110 3.5294 0.0636 30.32
0.25 | 90 16.1312 0.1289 30.43

100 9.365 0.1094 30.81

110 4.604 0.0827 30.34
0.3 |90 16.4768 0.1488 30.35

100 10.1275 0.1281 30.33

110 5.7855 0.1046 30.08

5.5 Monte Carlo pe petafAnteg eléyyou

5.5.1 Kowdixoc

ITio xdto nopabBétoupe tov xwdxa o Python mou uhomowjooue xou exteNécoue €ToL OO TE
VO EXTENECOUUE TOL TELPAUOTA UE TIC TUPAUUETEOUS TIOU AVUPERUUE TORUTAvVe YLt TNV uébodo
Monte Carlo pe yprion petafAnTedv eXéyyou.

EB¢ yenowonoiiooue wg LeTafANTH EXEYYOU TNV T EVOS YEOUETEIXO0) AGLUG TIXOU BIXOULMOUATOS
ay0pdg, TOU OTMG EXOUUE TROUVAUPEREL UTOPOVUUE VO ATOTULAGOUUE AVONUTIXAL.
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Listing 5.2: K®dwxee - MC Metafintéc EXéyyou

def ga_analytic(SO, K, T, sigma, r):

tau = T / 3

1 = ((np.log(S0) / K) - 0.5 * (r - (sigma **x 2 / 2)) * T / (sigma *
np.sqrt(tau)))

dl = -1 + sigma * np.sqrt(tau)

d2 = -1

b =1 - 0.5*%r*T - (1/6)*T*sigma**2

val = SO * np.exp(
(b-1r) *xT
) * norm.cdf(dl) - np.exp(-r * T) * K * norm.cdf(d2)

return val

def price_control_variate(gbm, SO, K, T, sigma, r, n):
arithmetic = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
geometric = [np.exp(-r*T) * max(gmean(path)-K, 0) for path in gbm]

analytic = ga_analytic(S0, K, T, sigma, r)
control_variate_estimator = [
aa + (analytic - ga) for aa, ga in zip(arithmetic, geometric)
]
results = {
'price': np.mean(control_variate_estimator),

'se': np.std(control_variate_estimator) / np.sqrt(n)

se !

return results

def aa_mc_control_variate(params: dict):
"""Price arithmetic Asian Call options using Monte Carlo with control
variates."""
SO = params.get('S0')
T = params.get('T')
M = params.get('M')
n = params.get('n')
sigmas = params.get('sigmas')
r = params.get('r')
strikes = params.get('K')

workbook = Workbook(FileFormatType.XLSX)
worksheets = workbook.getWorksheets()
sheet = worksheets.get(0)

cells = sheet.getCells()
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first_row = f"r= {r}, S(0) = {S0}, T = {T} and n = {n} (number of
simulations)"

cell = cells.get(0, 0)

cell.putValue(first_row)

results_names = (

LI}
B

'Strike Price',

'Call Price',

'Estimator Error',
'Execution time (secs)',

for i in range(len(results_names)):
cell = cells.get(1, i)
cell.putValue(results_names[i])

row = 2
for sigma in sigmas:
cell = cells.get(row, 0)
cell.putValue(sigma)
for K in strikes:
start_time = time.time()
res = price_control_variate(
generate_gbm(SO, r, sigma, T, M, n), SO, K, T, sigma, r, n)

call = res['price']
call_se = res['se']
end_time = time.time()

results = (
str(K),
str(round(call, 4)),
str(round(call_se, 4)),
end_time - start_time,

# write to excel

for i in range(1, len(results) + 1):
cell = cells.get(row, i)
cell.putValue(results[i-1])

row += 1

workbook.save('aa_mc_control variate_final.xlsx')
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5.5.2 Amoteléopata

ITio xdtw umopeite va delte oV Tvoxo TOV ATOTENECUATWY TOU TROEXVYE Amd TNV EXTENEDT)
TOU O VW HOBLXA.

CONTROL VARIABLE MONTE CARLO
r= 0.15, S(0) = 100, T = 1 and n = 10000 (number of simulations)

o Strike Price | Call Price | Estimator Error | Execution time (secs)
0.15 | 90 14.1635 0.0028 30.99

100 7.4809 0.0029 30.99

110 0.7433 0.003 33.33
0.2 |90 14.2041 0.0044 31.60

100 8.1718 0.0045 31.33

110 2.0862 0.0048 31.26
0.25 | 90 14.5222 0.0064 31.01

100 8.9456 0.0067 31.25

110 3.3211 0.0069 31.14
0.3 |90 14.9769 0.0089 31.52

100 9.7524 0.0093 30.70

110 4.4503 0.0094 31.19

5.6 Monte Carlo pe aviifstixég petaPAnteég

5.6.1 Kowodiuxoc

ITio xdtw noapabétovpe tov %o o Python mou ulomowjooue xou exteNécaue €Tl OOTE
VO EXTENECOUUE TOL TELPAUOTA UE TIS TUPAUUETEOUS TIOU OVOPERAUE TORAUTAvVR YLot TNV pébodo
Monte Carlo e xerion avtifetinmy yeTafAntody.

Listing 5.3: Kooweg - MC Avtifetier; Aevypatorndla
def generate_gbm_antithetic(SO, r, sigma, T, M, n):

nnn

"""Geometric Brownian Motion.

dt =T/ M
gbml = []
gbm2 = []

for i in range(n):
S1, S2 = np.zeros(M), np.zeros(M)
S1[0] = S0
s2[0] = S0
for j in range(1l, M):
z1l = np.random.standard_normal ()
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z2 = -2zl
pointl = S1[j-1] * np.exp((r-0.5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z1)
point2 = S2[j-1] * np.exp((r-0.5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z2)
S1[j] = point1l
S2[j] = point2
gbm1.append(S1)
gbm2. append (S2)
return [list(gbml), list(gbm2)]

def price_naive(gbm, r, T, K, n):
disc_payoffs = [np.exp(-r*T) * max(np.mean(path) - K, 0) for path in gbm]
results = {
"price": np.mean(disc_payoffs),
"se": np.std(disc_payoffs) / np.sqrt(n),
"y": disc_payoffs
}

return results

def price_antithetic(gbms, SO, K, T, sigma, r, n):
resl = price_naive(gbms[0], r, T, K, n)
res2 = price_naive(gbms([1], r, T, K, n)
sample = np.divide(np.add(resi['y'], res2['y']l), 2)
results = {
"price": 0.5 * (resl['price'] + res2['price'l]),
"se": np.std(sample)/np.sqrt(n)
}

return results

def aa_mc_antithetic(params: dict):
"""Price arithmetic Asian Call options using Monte Carlo with antithetic
variates."""
SO = params.get('S0')
T = params.get('T')
M = params.get('M')
n = params.get('n')
sigmas = params.get('sigmas')
r = params.get('r')
strikes = params.get('K')
dt =T/ M
c =[]

workbook = Workbook(FileFormatType.XLSX)
worksheets = workbook.getWorksheets ()
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sheet
cells

= worksheets.get (0)
sheet.getCells()

first_row =
simulations)"

cell = cells.get(0, 0)

cell.putValue(first_row)

results_names = (

[}
B

'Strike Price',

'Call Price',

'Estimator Error',
'Execution time (secs)',

f'r= {r}, S(0) = {S0}, T = {T} and n =

KEPANAIO 5. APIOMHTIKA AIIOTEAEXMATA

{n} (number of

for i in range(len(results_names)):

cell = cells.get(1, i)

cell.putValue(results_names[i])

row = 2
for sigma in sigmas:
cell = cells.get(row, 0)
cell.putValue(sigma)
for K in strikes:
start_time =

time.time ()

res = price_antithetic(
generate_gbm_antithetic(SO, r, sigma, T, M, n), SO, K, T,

sigma, r, n)

call = res['price']
call_se = res['se']
end_time = time.time()

results = (
str(K),

str(round(call, 4)),
str(round(call_se, 4)),
round(end_time - start_time, 2),

# write to excel

for i in range(1l, len(results) + 1):
cell = cells.get(row, i)
cell.putValue(results[i-1])
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row += 1

workbook.save('aa_mc_antithetic.xlsx')

5.6.2 Amoteléopata

ITio xdtw umopeite var Selte OV Tvaxa TOV ATOTENECUSTWY TOU TROEXVYE Amd TNV EXTENEDT
TOU O TAVE XWOLXAL.

ANTITHETIC VARIATES MONTE CARLO
r= 0.15, S(0) = 100, T = 1 and n = 10000 (number of simulations)

o] Strike Price | Call Price | Estimator Error | Execution time (secs)
0.15 | 90 15.4279 0.0084 57.05

100 7.6018 0.0204 61.46

110 2.4698 0.0265 55.78
0.2 |90 15.6327 0.0193 55.92

100 8.3924 0.0324 55.80

110 3.5771 0.0372 55.58
0.25 | 90 16.0055 0.0316 55.89

100 9.2827 0.045 55.65

110 4.6665 0.0482 55.90
0.3 |90 16.4803 0.0447 55.77

100 10.2429 0.0588 55.70

110 5.6776 0.0597 68.66
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5.7 XUyxpion AROoTENECUATOV

Ané ta anoteléopata oTov mivaxa 5.4.2 unopolue e0xola Vo Bloxpivoupe Tic aduvouies Tng
am\fc ueBddou Monte Carlo, cuYXELTIXG PE TOL AMOTENEGUATO TOV TWVEXWY 5.5.2 xou 5.6.2.

ITpw e&etdooupe tov Ypbvo extéleomns Tov pebBddwY eXdttwone diaomopds, apyxd (oo
EVOBLAUPEPOUT TE YLoL TNV OUYXALOT) TwV HEBOBWV) TEénel Vot Tic oLy Xpivouue BAom TV GQONUATOY
TOV EXTUNTELOV.

Ané toug mivaxeg 5.5.2 xan 5.6.2 ynopolue dueca va amogavbolue Ot 1 xeron Tne WG Tou
YEWUETELXOU ACLUTIXOU BIXoUMUATOS WS PETABANTY ENEYYOU amoPEépel XaNDTERH ATOTENECUATA
and Ty xehon Avubetnrc Aevypotorndiog.

‘Ooov agopd Toug ypdvous extéreons (xpovixh ToAuTAoxdTNTa), ot Vo uébodol (MetafAntdv
EXéyyou xon Avtibetinric Aerypoatorndiog) éxouv mopdpolo xpbvo exténeorc.

"Eyovtoc unody pog to mapandve, unopolue vo xotahEouue 6Tl 1 uébodog Twv MetafAntoy
EXéyyou elvar xatodAn\otepn oe olyxplon ye auth g Avtlbetixic Aerypatondloc.

ITo xdte napaBétouye Eval Lo TOYRAUUUA TOV TV EVOS OOLUTIXOD BIXALWUATOS oyY0RdS, OTIOU
So = 100,r = 0.15,0 = 0.2 xu T" = 1, 070 onolo avamaploToVUe To anoteNéopata 200
AMOTACEWY UE YeYiom TNe amirc pebddou Monte Carlo oe avtinapdfeor ye to anoteéoyorta
200 amotwroewy pe TV yenHom e uebddou twv MetafAntdv EXéyyou:

175

150

125

7.75 8.00 8.25
Arithmetic Asian Option Call Price

EmnfeBarcdyvouue Nowmdv xon ontxd 6Tl 1 SlaoTopd ENXATTOVETAL Bpac TS UE TNV YeNoT NS
ueb6douv MetafAntdv EXéyyou. (xddixac: A'.3)
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5.7.1 XOyxiom

Yt endueva Ypdgnua avamaplo ToUUE yio dtdpopa € [1000, 50000] v Sevypatind| TuTxh
andxilon v TNy omAf) uébodo Monte Carlo xou yia 0 pébodo tng uetafAntic exéyyou
ue Sudpopec Twée Tou ouviereotn b (onv Quo xhlpoxo xan oe log-log xhipoxor yior vo
e&etdooupe xoN0TERA TOV PUBUS GUYXALONG).

Errors vs Sample Size - Arithmetic Asian Option

Errors vs Sample Size (Log-Log scale) - Arithmetic Asian Option

IMogoatneodue o e€hg:

1. Onwg avayévouue yevixd yio uedodouc Monte Carlo, ol 800 pébodotr cuyxhivouv pe
oubus O(n~1/2).

2. Trevhuuilovtag 6Tl 1 Hopph Tou Tumxo) cpdiuatog Yo uebddoug Monte Carlo etvan
Of/v/ I, amd T TAPUTAAVE YEAPHUATA ToEATNEOUUE OTL 1) péBodoc uetaPAntic eEXéyyou
pac Siver ToND XaNUTERO AMOTENECUATA OE OYEaN Ue TNV TNy anin uébodo Monte Carlo
AOY® TNG TOND UXEOTEENC BLOICTIOPAS TNG EXTUUNTELOG.
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6 Ocewploa-Anodeilelg

‘OXat o Bewpruorta xou ot amodelleic Tou tapoualdlovton G TNy GUVEXELX £XoLV Yivel Bdon Twy
onuetoewy [4].

6.1 To fswpnua Radon-Nikodym

OPIEZMOZX 6.1 (Iood0vopa yétpa mbavotntoc): Eotw (2, F) yetprioog yweoq.
Avo pétpa mbavotntoc P xow Q xahovvtan toodivopo (ouuf. P~ Q) av yioa xdbe A € F

P[A] =0« Q[A] =0
ONAadT, elvol LooBOVAUN OTAY CUUPEVOLUY G Tl GOVONA UETEoL 0.

OEQPHMA 6.1: Alo pétpa mbavotnrag P xan Q elvon 1cod0voyor o xou U6vo oy UndpyeL
Tuyodo peTaAnTh Z > 0 t.0. E[Z] = 1 xou

Q:E[ZlA]:/Zd]P’, AeF
A

‘Otav 10 péteo Q oplletan 6T Mopamdve, CUUBONIXA YEAPOLUE

_ dQ
-~ dP

xou 1) T.\. xonelton muxvotnTa Tou Q wg mpog to pétpo P 1| nopdywyoc Radon-Nikodym.

dQ = ZdP ¥ Z

6.2 Ocepeliwdn Oevprupata AnoTiwnong XenUoToOoLXOVOULX®Y
ITapaywywyv

OPIZMOX 6.2 (Métpa adidgpopa xtvdivou): "Evo uétpo mbavétnrac Q otov (2, F) xakeiton

HETPO adLdpopo xvdivou (¥ wétpo martingale) edv yio 1o xpedypago e ploxo S 1 anotoxiouévn

o&lo Tou oToV XEdVo weluavong ol PE TNV aEy X Tou alo, Bnhad:

S =Egle TSy

95
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OEQPHMA 6.2 (FTAP I): Av wo xpnuoatoowxovouxh ayopd yopoxtneileton and éva
YEEOYPUPO AVEL plOXOU HUE ETTOXIO T Xou €Val UETEO adldpopo xwdlvou Q 1wodihvauo cTo
puox6 UETpo TN aryopds P, tote dev emitpénel euxaupleg yio arbitrage.

Anbdeién. Bewpolue éva yaptopuadxio pe dwodixaota ofiog Vi, t € [0,T] o xwpeic PPN
vevxotnrog ot Vg = 0. And undbean, 1 aryopd pog yapaxtneileton and €vo yétpo adldpopo
xwvdovou Q. Av Q elvon éva yétpo adidpopo xwvdivou xou Vy = 0 téte npénet, xdtw and To
uétpo Q avopevouevn Ty 1 anotoxiouévng dadxactoc atlag V' atov yxpdvo welpavong va
toolTon pe 0, dnhodn:

0= EQ [G_TTVT] = B_TTEQ[VT]

Twpa Bewpodye 6Tl xdtw and 10 P 1 mbavoTtnTo T0 HOETOPUAIXIO VoL ETLPEREL ATWAELEG GTOV
xpovo weluovong ebvon 0, dnhadh 6t P[Vp < 0] = 0. T to Q yvwpilouye dtL extodc and to
yEYOVOS OTL elvar UETEO adldpopo xvdlvou, elvan xat toodivauo tou P, dpa cuugpwvoly ota
cUvora pétpou 0, xaL GUVETKC

P[Vr < 0] =0=Q[Vr < 0]
Ko duoc e "TEg[Vr] = 0 xau Q[Vr < 0] = 0 tpénel avoryxaotixd vo 1oy Vel
QVr>01=0
yrott ed\de B propovoaye va éxoupe e T Eg[Vr] > 0 = Vi xou téte 0o nopaPiélope tny

unébeon 6T to Q elvan Y€tpo adLdpopo xvdLVoU.

Yuvenoe énetan 6tt, agol Q ~ P ioyler P[Vr > 0] = 0 xou éneton 61t 1 otpotnywh V' dev
uropel va elvon arbitrage. O

OPIXMOZX 6.3: M ypnuotooixovouxn aryopd xaXelton TAeNne av xdbe mapdywyo umopel
vo amotnBel xon xdbe ploxo unopel va avtic tofulotel.

OEQPHMA 6.3 (FTAP II): Mo ypnuoatooxovouxy| aryopd e évo ypedypopo dveu ploxou
UE EMTOXO 7 xou PETPO adldpopo xwvdlvou Q ~ P elvar mirpec av xou puoévo av 1o Q eivan
HOVOLXO.

6.3 To =x0Betixd martingale
‘Eoto By uwa tutxd xivion Brown. Téte xokolue tnv dadixacio

Z§ = exp(EB; — €%t/2)

exbetixd martingale (exponential martingale). Auté mou Béouye va Seifoupe eivon bt 1 Zf
elvar 6vtog martingale xan ot prnopel va elvon war topdywyoc Radon-Nikodym.
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6.3.1 Radon-Nikodym nopdywyog

I v propet to exBetind martingale vo etvan o topdywyoc Radon-Nikodym, npénet (touldytotov
i x3dmoto t)

1. Zf >0, xou

2. E[Z°] =1

H mpddtn ouvbrxn ebvan mpogavrc. Twpa unohoyilovye TNV avauevouevn TN E[Zf] xou
BéNoupe va detgoupe 6TL loovTow pe 1:

(2] = Elexp(€B: — 51)] = Elexp(6B) exp(—551)] = exp(~ 5 Elexp(¢B,)

I Ty tumixy) xivnorn Brown By yvwpiloupe 6t By = 0 xau 611 oL tpocavinoeic By, — By elvon
Kovovixd xataveunuéveg pe yéon i 0 xou dtaonopd u—s. Yuvenme By = Bi— By ~ N (0, t).

Eoto tépa X ~ N (1, 02), tote eX ~ log N'(1, 02) xou E[eX] = erto?/2

Suverde agol EBy ~ N(0,£2t) éneton 6L exp(EB;) ~ log N'(0,£2%t) xau dpa Elexp(EBy)] =
exp(0 + £2t/2) xou xaTaNfyouue 6T

2 2
B2 = exp(~ ) exp(S) =1

YLVETHE, xavorololvTol ot dUo emBuunTéc BLOTNTES.

6.3.2 Martingale

Tpa B Set€oupe 6Tt To exbetind martingale €xet tnv WOLOTNT martingale yio va emiPePardcovye
OTL elvan dvtwe martingale.

ITPOTAXH 6.1: I xdfe § € R 1 diaducacio {Zf}tzo elvon €va Detind martingale wg npog
™V dNnon {Fiti>o

Anddeisn. Oewpolue 800 ypovixég oTiyués t, s > 0. Oéhouue va del&oupue OTL
E[Z§+s|]:5] = Z§

‘Eyoupe ta e€ic:
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E(Z5, | F.] = Elexp(EBiss — €2(t + 5)/2)| F]
= Elexp({Bs — ‘525/2) exp(§(Biys — Bs)) — 5275/2’]:3
= exp({Bs — 525/2)E[6Xp(§(3t+8 — B;) — §2t/2)|.7:5]
= Z5E[exp(&(Bits — Bs)) exp(—wi’t/2)|Fy]
= Z§ Elexp(§(Biys — By))] exp(—€7t/2)
Lognormal avoyevéuevn Ty
= 75 exp(€°t/2) exp(—£°t/2)
=1

=75

s

6.4 To fswpnua Cameron-Martin

To Bepnua Carmeron-Martin yog emitpénel vo xTlooOUUE Wial GUVOECT) AVIUECA T TNV YEWUETEIXT
xivnon Brown xou o tnv tumixy| xivnon Brown. Me Bdor autd to Bedpnua urtopolue, Bacilouevol
oe plo yewueTtew| xivnon Brown xdtw and éva yétpo P, va Beodue éva diho pétpo Q xdtw
an6 1o omolo auTh 1 dladxacio Bo cuuTepipépeTan cav TuTx xivnorn Brown.

Avatpéyovtog ota 60a Tpoavapépaue Yo To exfeTixd martingale, mapatnpolue 6Tt yior xdbe
£ € R xaw xdbe T > 0, 7 pr elvan wior Betinr) Tuyodor YETABANTY UE OVOUEVOUEVY TWN
EP[Zé] = 1. Auté ouvemdyeton, OTWC TPOAVUPEPUUE, OTL TNV Z% unopel va xenowwonoinbel
¢ wo topdynyoc Radon-Nikodym.

Oétovtag Pe xou Eg va elvon 1o uétpo mbavdtnTog xon 0 TENECTAC AVUUEVOUEVNE THHS TOU
oplletan amd TNV TUXNVOTNTA Z% otov (2, Fr) éxovpe 6Tt v xdbe A € Fr xou xd0e un-
apvnTinh) Fr — uetpriown T.u. Y oylel

Pe(A) = E[Z514], Ee[Y] = [Z5Y]

nou

P(A) = E¢[(Z5)'14], E[Y]=[(Z5)7'Y]

To Bedpnua Carmeron-Martin (nou givon wia eldn| nepintwon touv Oewpruoatoc Girsanov)
yopaxtneiler v xatavoun g dwdixacioc {B:}i>o (tumixf xivnon Brown) xdto and to
wétpo Pe.
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OEQPHMA 6.4 (Cameron-Martin): Kdtw ané 1o uétpo Pg, n Swdwaocia { B}y (tumxd
xivnon Brown) éyet tnv S xotavopr ye outh wog dtodixaoctac { By + Eto<i<T *8tw and to
P.

Amddeién. Oewpolue wa T.4. U = By xdtw and 1o Pg, mou elvan 1 mpocadinon uiag Tumxhc
xivnone Brown (agol Bewpotye By = 0). Xwpic PAaPn e yevixdtnrag Bewpodue T = 1.
INa xdfe y € R, éxoupe

Pe(U < y) = E[Z1u<y]
Elexp(§U — 5/2)1U<y]

| ewteu—e = exp(—u/2)du

+¢
+/: \/Lexp v?/2)dv
=PU-£<y)

To nopandvw cuvemdyetan 6T, xdtw amd t0 Pe, n t.u. U = By €yel tnv (Bl xatovoun ue tny
B1 + & %dtw and 1o guowd péteo P.

I vae éxoude war oNoXANpouévn anddelln, meénel va det€ouue oL o 0 <ty < ¢ < -+ <
t, =T 1 and xowvol xatavouy| Twv tpocavéhoewv ABy, ABs, ..., AB, clvou 1 Bia, %xdtw
and 10 Pe, ue auth tov ABy + (AL, ABy + {Aty, ..., AB, + {At, xdtw and o P, émou
AB; = By, — By, ,

Elvar yvooté 6Tl av €y0uue BU0 xaTUVOUES Yid TS OTIOLEC OL POTOYEVVATELEG UTEEY 0LV, OL 500
XOTAVOUES LOOUVTOL OV XL UOVO AV OL VO POTOYEVVATELES €lval oL (Bleg.
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Be[exp (3 A8B,)| = E[Zexp (S 20B,)]

k=1 ) k=1

E|exp(¢By, — €%/2) exp (Zn: AABy ) |
k=1

=E :exp <Z()\k + §)ABk) exp(—thn/Z)]

k=1
= exp(—£2t,/2) H lexp((Ak + &) ABy)]
k=1 log N
= exp(—£&2t,/2) H exp((Ax + €)* Aty /2)
k=1
T A2 AL, HENA
kl;[lexp ( k* te +EXN, tk)
= E[exp (Z()\k(ABk + fAtk))ﬂ
k=1

OTIOU OTNV * YPAPOLUE TOUS OPOUC TNG EXPEACTC UG UE TETOLO TEOTO DO TE VO UTOPOVUUE VAL
Cavaryvploouye o€ pior H€om Ty, TWeo XATe amd To U6 uéteo P. O

6.5 To povtélo Black-Scholes-Merton

Yto povtého Black-Scholes-Merton (BSM), 1 oUUTERLPORE TV TYLOV GE Lol YENATOOLXOVOULXA
ayopd povtenomoleltar oe ouvey yeovo. To yoviého Oewpel 6TL otV oryopd umdpyouv
otabéoipa yior évory EMEVOLTY Tar axONoLDA YENUATOOLXOVOULXS EpYoNela:

1. Eva ypedypapo dveu pioxou SP pe emtédnio 7 (cuveyh avatoxiopd), Tou omoiou 7
CUUTERLPORY LOVTENOTIOLELTAL (G
dsp = rSpdt

Epeic fewpolpe o0 e€hc 611 S§ = 1 xu ouvendre SY = e

2. 'Eva ypedypogo pe ploxo (m.y. uetoxh) we twwh Sy tnv xpovixf owyps ¢ Tou onolou
MOVTENOTIOLOUUE TNV CUUTERLPORE WS UL YEWPETEWXY xivnon Brown

dSt = uSidt + 05:d By (61)

omou i € R, 0 > 0 xan By elvon wiar Tumixy) xivnon Brown.
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To povtélo woybel yia éva xpovixd ddotnua [0,7] émov t = T xaleite ypbdvoc wpluavorng.
Emnpbcbeta, Oewpolue dTL OXN 1 TANROQORIa Y10l TNV XATAC TACT] TNG Ay ORAC TEQLEYETAL O TNV
puox SLWOANOY ToL TaEdyYETOL omd TNV YEWUETEWXT xivnon Brown S; (cuvende xou and v
puowxt doAnon e By), dnhadh Fi := o (S, 1 u < t)

IMapatrenomn 4: And v eliowon 6.1 xou epapuodloviac to Afupa tou Itd oty log Sy
UTOPOVUE VAl TIPOLYE TNV oVOAUTIXY TNG NDON:

Sy = Spexp ((,u - J;)t + O'Bt> (6.2)

6.5.1 OewpRpota AvVAToEdo TACNS

Yy ouvéyela dlvoupe 8Vo Bepehinddn Bewpruato ta onola amoutodvTon YL v pBdcouue o TNy
an6delln tou Oewpruoatog Black-Scholes-Merton, to omolo pog Siver to epyokelo yio Ty
ATOTIUNGCT ToEAY WY WV.

OEQPHMA 6.5 (Ochpnua Avaropdotaone Ito): Eoto F € L2(Fr,P). Téte undpyet
wat povadixy| npocapuoopévn dtadaoia fi(w) (tpocopuoouévn: fi € Fi, Vi € [0,T] ) t.0.
E[fOT ffds] < 00 %o
T
Fw) =EIF) + | flw)dBi)
0
onou By ebvan wat tumixr xivnon Brown.

Do epdig, auth 1 teTpaywvind oNoxnewown T.u. F Ba elvon to mapdywyo, 1 xa\bTepa, 1)
CLVEETNOY ATOTANEWUNG TOU TOEYYYOU ToU BENOUUE VoL ATOTIUACOUUE.

To Bedpnuo mou axorouvbel elvon xalplag onuacioc yio vo epyactolue pe Brownian martin-
gales. ©a 10 yenowwonoicovpue 6to Oewpnuo BSM yia va emfefoncdcovpe 6TL umopolue va
XATUOHEVUACOUUE L0l G TROTIYIXT] AVATOQOY Wy S VLo TO TORSy Wy o oL BENOUUE VoL ATOTIUHCOVYE.

OEQPHMA 6.6 (Ochpnua Avarnapdotaone Martingale): "Eotw { M;}yepo 1] éve tetparyovixd
oXoxAnpwotyo martingale o¢ mpog v SWNNoN {F}ejo,r.  Tote umdpyer wo povodix

TEOGApUOCUEVN Sladixaota {0y i) T-0. E[fOT 0sds] < oo, xou

t
Mt:Mo—i—/ 0,dB, o.p. Vtel0,T)
0

onou By elvan wat tumxr xivnon Brown.

Anbdeisn. Tvopilloupe dtuav {0y }icpo, ) sbvou pio tpocappocpévn Stadixacio xou E [ fOT f2ds| <

00 toTE 1) BLodxaaio {f(f 0sdBs} elvar évo TeTporywVIXd oXoxAnphoo martingale, undevixd
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otot=0.
O¢tovpe t = T, F = M; xou and 1o Oewpnua Avarnapdotaone 1t6 éxouvue 6TL yior xdbe ¢,
UTdpyEL Lot Lovadixr Stadixacto e (w) € L*(Fr,P) 1.0.

t t
My (w) :]E[Mt]+/ hgt)dBS:E[M0]+/ r0dB,
0 0

‘Eoto thpa 600 ypdvol t1,te ue 0 < t, < ta. 'Exouvue ot

to t1
My, = E[My,|F,] = E[Mo] + E[ / hgt2>st|ft1} = E[M] + / h{2)dB,
0 0

Ioybel duwe xan o axdXouvbo
t1
M,, = E[Mo] + / h{dB,
0

Ané o mopamdve cuvendyeton 6T Rt — pt2) o.B. v %&b (s,w) € [0,t1] x Q, cuvenne

unopoUue va oploouye v dradixaota ds(w) yia (s,w) € [0,00) X £ Bétovtog
0, =h™, sel0,N]

ralpvovtog €tol

t t
My = E[M] +/ hdB, = Mo+/ 0,dB,, Vt>0
0 0

6.6 To Bswpenua Black-Scholes-Merton

Mo otpatnynh 6to woviého BSM ebvon it Fy mpocappoopévr duadixacta 0; = (69, 60,) € R?
6mou 09 xon Oy elvan oL TOGHTNTES TV YPEOYPEPMY GVEL ploXOL oL TOU YEEOYPEPOL e ploxo,
avtloToya, 0To YapToQUNAXIO TNV Yxeovixh oTiyun t. H Swdixaocio alag Tou yopTo@uIXiou
elvon

VP =V, =0)S) + 6,5,
Ye ouveyr| xeovVo, EVal YUETOPUASXIO XANE(TOL aVTOYEUATOB0TOVUEYO oLV

dVi = 69dSP + 6,dS;

ON\adY) €dv oL aNNayég oy adior TOU AETOPUAUXIOU OPEINOVTOL UOVO GE ONNXYES OTIC TWES
TWV XEEOYREAPWY XU OXL O AMOCUECT 1) ELCAYWY T XEQUNUWV.
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BOcewpolye enlong ot
T T
/ 109t | +/ 02dt < 0o o.p. (6.3)
0 0

T0 onolo e€ocponilel 6TL oL TOGOTNTES

T T
/ 09ds) = / 0)retdt
0 0

T T T
/ QtdSt = / ,uSthdt + / rGtStdBt
0 0 0

o

elvon xohdC oplopévec.

OPIEZMOZX 6.4: M otpotnyd 0 mou ixavornoel v 6.3 xot T.0.
t t
0952 4+ 6,S; = 0350 + 0.y + / 09dS0 + / 0,dS, o©.p. Vte[0,T]
0 0

oVOUALETAL QUTOYENUATODOTOVUEVY) G TEATIYIXY.

Ynpeiloon 1: And thpa xou oto e€hc tonobetolue mdve and Sadixacies/TocdTNTES TO
olpPoro ~ yia va cupforicouue Tic avtioTouxeg anotoxioueveg tooodTnTeg. ['ar mapdderypa

‘/;9_ — e—T(T—t)‘/te_
ITPOTAXH 6.2: 'Ecto 0; o tpocappoouévn otoyao tixd dladixacia otov R? mou xavorotet
v 6.3. Tote n 0, opilel yiar aUTOYENUATOBOTOVUEVY CTRATIYIXT AV XL UOVO OV

~ A Y t ~
ve=vy +/ 0,dS, o.p. Vte[0,T]
0

"Eyouye ta amoapoaitnta epyaheia yLo vo dei&oupe ott, doouévou evic yhpo mbavotntac (§2, F, P)
umdpyel éva uéteo mbavotntag loodivauo tou [P, xdte and to onolo 1 amotoxicuévn dladixactio
NG THWAS TOU YPEOYEAPOL UE ploxo, dnAadY 1 Sy elvan évar martingale.

Yy ouvéyeta Bo ddoouue Ty amddelln tou Oewpruatoc BSM 1o onolo pog emitpénel Ty
ATOT{UNON TUEAY WYV UECK EVOS XARTOPUAAXIOU aVATApAY0Y NS, WG TOCO TEOTOU TO XAVOUUE
autd B BOOOLYE AATOLOLE OPLOUOVE X EENYNOELS.

Arnotoxilovtag tny e&iowon
dSt = ,uStdt + O'StdBt

ToU TEPLYEAPEL TNV Xlvnon Tng TS Tou Xpeoypdpou Ue ploxo Aaufdvel xavelg
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dgt = St«/l, - T)dt + O'dBt)

(“;r)t, umopoLuE va yedhouue

Av topa Bécovue Wy := By +

dSt = StO'th
, , . . . ()t . , ,
A6 1o Oewpnua Cameron-Martin-Girsanov, av 0écouvue § = “———, undpyel éva uétpo
mhavotnTag Q ~ P, xdtw and onolo n Wy elvon pio tumix xivnon Brown. Téte, xdto and to
1oodivapo Yétpo Q, n Sladuacto

Sy = Sy exp(aW; — 0%t/2)

elvon éva (exBetind) martingale.

Kétw ané 1o Q, n Wi wg xivnon Brown elvon martingale, xou cuvenoe xou to exfetind
exp(oW; — 0%t /2) ebvau enione martingale. Y auth TV mepintwon 1 anotoxiopévn dodixaoto
Sy eivon éva (exBetind) martingale TONNATAACLACUEVO UE (Lot oTolepd So dpat émeton 6L ou 1
S, elvon martingale.

Auté ovuvendyeton enione 6t to Q elvon to YéTpo adLdPopo xvdivou (160duVao PéTpo mar-
tingale), xafdc authd eivan axpBde To uéteo x¢te and to omolo Sy civow martingale, ue d\Not
NoyLo ebvon o Pétpo xdte and to onolo 1 anotoxiouévn afio Tou Ypeoyedpou e ploxou eivon
Olxouo mouyvidL.

INa va tpoyweniooupe otny anotiunon tapaydywy, TEENEL Vo 0plooupe TL eival auTd amd Lo
mhovoxpatinr oxomid.

OPIZMOX 6.5 (Xpnpatoowovouxd Iopdywyo): Evoa mopdyoyo eivon pior un-apvntixi
Tuyaio yeTot BANTA YETEROWY WS TEOG TNV QUOLXY) BLOANCT TOU ToEdyETHL omd TNV dladLxacio
St, f 10odlvoua and TV uolxr SLOANCT Tou TapdyeTal and TV By Auth Ty T.u. oty
TedEN v 0pllovpe WS Pl CLYVAETNGCT TOU Si, TNV CUVAETNOY ATOTANEOUNS.

OPIZMOX 6.6 (Anodexth otpatnywd): Eva xaptoguidao (1 otpatnywe) (0)ejo,n
xane{ton anodextéd (admissible) av elvar autoypenuatodotolyevo, VY9 >0 yio xdbe t € [0,T]
xou

sup

t€(0,t]

elvol TETEAYWVIXE ONOXATIPOOWN ¢ TTeog To péTeo Q.

OPIXMOX 6.7: 'Eva mopdywyo XoNETol ovanaporywy(oWo ov 1) ATOTANeoUY] TOU GTOV
YEOVO WplUAVONS LGOUTAUL UE TNV TENIXT] TUUY| ULUC ATOBEXTAHS O TRATNYLXAC.
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OEQPHMA 6.7 (Black-Scholes-Merton): ¥to povtého Black-Scholes-Merton, éva onolodrinote
Tapdrywyo h, To omolo elvon gLt UN-aevnTIXY, TETEAYWVIXA ONOXNTEWOT XATK OTo TO UETEO

Q xou Fr petphown tuyado petafAnts (wa cuvdpetnon tne Tuic Tou Xeeoypdpou e ploxo

S), eivon avamapaywylonuo and wa arodext otpatnywy. Ernione, n tuh evéc onooudhnote
yapTopuNaxiou avtiotdduong ¢ divetan and

VY = Eq [e*“T*t)hyft]

Amdbesn. Oewpolue 6L to Tapdyeyo h elvan avamopaywyiowo, dnhadf undpyel pia amodexth
otpotnyeh 6 = (67, 0;) 1 onola avamopdryet To Tapdywyo. Tnv xpovixh otiyun t, n dodixaoio
a&lag Tou yapTopulaxiou elvon

VP =V =000 + 05,

xan a6 TNy undbeon €xovpe 6Tt Vr = h. Oewpolye thpa TNV anotoxiouévr Swadixacta a&log

V; = e "V, dn\adAR v ) i
Vi =67 + 60,5

Kaboe to yapTo@uidxio elvon autoyenuatodotoluevo, Loy lel Ot
Vi=W +/ 0.,dS, = Vo +/ 00, SydW,, (6.4)
0 0

Kétw and to adidgpopo xvdivou pétpo Q, yvepiloupe 6Tt T0 supeo ) Vi elvon tetparyovind
ONOXATIPOOLULO, BEBOUEVOL OTL 1) CTEATIYIXTY Log Vol AmodeEXTY.

Emmpbcbeta, n éxgppaon 6.4 cuvendyeton OTL 1) anotoxiopévr dladixactio aéiog Tou yapTopulaxiou,
Vi, ebvan éval otoxaotind ohoxifpwuo tng Wi, n onola xdtw and to yétpo Q elvon puor Tumxy
xtvnorn Brown.

Yuvenog éneton 6Tl N V3 elvon €va TETpory wvixd ooxAnpdaoido martingale xdtw amé to Q, xou
dpot

Vi = Eg[Vr|Fi] = Vi = Eg|e " T~Vh|F)

Suverhe, To xapTopuIdo (69, 60;) avarapdyel To Tapdywyo h.
I va ohoxAnpddcouye Ty anddelln tpénel var 0elEouuE OTL €Val TETOLO (UPTOPUNAXLO UTIAOYEL,
Onhadh vor detlouue 6T M amomAnewun A elvon avomopoywylown. Apxel va Bpolue 800
OLadixaoiec 9? xou 0; T.0.

00y + 015, = B e~ (T-0M7]

Kéto ané o Q n ddwactio My = Egle " h|F;] elven évar TeTporyovind oNoXxANpdoio mar-
tingale. YXnuewdvoupe 6Tl N Quow Swinon F; tng By elvon enlong 1 guoixy| SlOnon tng
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Wi. To Bewpnua avarapdotaone martingale e€acponilel v Onopdn ULoC TEOCUPUOCUEVNS
otoyaoTxhc ddixacioc { Kty T-0. Eq [foT KSQdS] < 00, X

t
M, = MO+/ K dW,  o.p., Vtel0,T]
0

H opotnyt 0 = (69, 60;) ue 6) = M;—65S; xou 6; = Tth elvol TOTE Lol UTOYENUATOBOTOVUEVT
t
oteaTnyw xan 1 dladuacta akiog Tne dlveton amod

VP = My = Bg e nl 7|

H nponyoluevn éxgpoacn poag Aéel OTL 1) Vté elvon piar un-opvnTIXh T.U.  UE SUPyc(o,7) Vté

TETPUYOVIXG ONOXANPMOLLO X4Ttw and To pétpo Q, xow T.0. VI = h O]



A’ Kmowxec

ITio xdte divovton ol xwdixeg oe Python mou yenoionoinxay yia Tic TEOCOUOLOCEL X0l
Toug aEWUNTIX0NE UTONOYIGUOUC.

Koatd v dudpxewa tng epyaociog, omou €youv nopaybel aroteléopata ye Bdorn toug mo xdte
HWOOXES, AVAPEQETOL TO OVOUL TNG CLUVAPTNOTNG TTOU EXTENEC TNXE.

A’.1l Ilpocopoiwon Teoyiwv

Listing A".1: Ilpocopoinon Teoxuwdy

S0 = 100 # starting/current price

r = 0.05 # constant interest rate

sigma = 0.25 # volatility

T = 2 # maturity

n = 10000 # size of sample

M = 1000

dt = T / M # Euler method step

S = np.zeros((M + 1, n)) # initialization

S[o] = s0

for t in range(1, M + 1):
S[t] = S[t - 1] * np.exp((r - 0.5 * sigma ** 2) * dt
+ sigma * np.sqrt(dt) * np.random.standard_normal(n))

plt.hist(S[-1], bins=100)
plt.xlabel('Stock Price')
plt.ylabel('Frequency')
plt.grid(True)
plt.plot(S[:, :100])
plt.xlabel('Time')
plt.ylabel('Stock Price')
plt.grid(True)

67
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A’.2 Arotipnon Aoctatixedyv ALXAUOUATOV

Listing A".2: K®owxee - Aptbunund Iepdyuota

nnn

Monte Carlo Simulations.

Qauthor: Carlos Mavros
Q@email: carlosmavros@gmail.com

Thesis:
Analysis and pricing of path dependent Financial derivatives
using Monte Carlo methods.

nmnn

import numpy as np

import time

import matplotlib.pyplot as plt

from scipy.stats import norm

from scipy.stats import gmean

import jpype

jpype.startJVM()

from asposecells.api import Workbook, FileFormatType

params = {
'histogram_and_paths': {

'sS0': 100,
'r': .15,
'sigma': .25,
'"T': 1,
'n': 10000,
'M': 1000,
},
'aa_mc_basic': {
'SO0': 100,
'r': .15,
'sigmas': (.15, .2, .25, .3),
'"T': 1,
'M': 1000,
'n': 10000,
'K': (90, 100, 110),
},

def confidence_interval(value, se):
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"""Return confidence interval tuple."""

z = 1.960

lower = value - z * se
upper = value + z * se
return (lower, upper)

def histogram_and_paths(params: dict):
"""Plot histogram and paths."""

T = params.get('T')
M = params.get('M')
n = params.get('n')

sigma = params.get('sigma')
r = params.get('r')

dt =T/ M

S = np.zeros((M + 1, n))
S[0] = params.get('S0')

for t in range(l, M + 1):
z = np.random.standard_normal (n)
S[t] = S[t-1] * np.exp((r - 0.05 * sigma **x 2) * dt
+ sigma * np.sqrt(dt) * z)

plt.hist(S[-1], bins=100)
plt.xlabel('Asset Price')
plt.ylabel('Frequency')
plt.savefig('asset_price_hist.png')

plt.clf O

plt.plot(S[:, :100])
plt.xlabel('Time"')

plt.ylabel('Asset Price')
plt.grid(True)
plt.savefig('asset_price_paths.png')

def aa_mc_basic(params: dict):
"""Price arithmetic Asian Call options using basic Monte Carlo."""
SO = params.get('SO")
T = params.get('T')
M = params.get('M')
n = params.get('n')
sigmas = params.get('sigmas')
r = params.get('r')
strikes = params.get('K')
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dt =T / M
c =0

workbook = Workbook(FileFormatType.XLSX)
worksheets = workbook.getWorksheets()
sheet = worksheets.get(0)

cells = sheet.getCells()

first_row = f"r= {r}, S(0) = {S0}, T = {T} and n = {n} (number of
simulations)"

cell = cells.get(0, 0)

cell.putValue(first_row)

results_names = (

[}
B

'Strike Price',

'Call Price (Basic Monte Carlo)',
'Estimator Error',

'Execution Time (secs)',

for i in range(len(results_names)):
cell = cells.get(1, i)
cell.putValue(results_names[i])

row = 2
for sigma in sigmas:
cell = cells.get(row, 0)
cell.putValue(sigma)
for K in strikes:
start_time = time.time()
for i in range(n):
S = [so0]
for j in range(M):
z = np.random.standard_normal ()
S.append(S[-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z))
avg = np.mean(S)
c.append(max(avg - K, 0))

call = np.mean(c) * np.exp(-r * T)
call_se = np.std(c) / np.sqrt(n)
end_time = time.time()

results = (
str(K),
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str(round(call, 4)),
str(round(call_se, 4)),
end_time - start_time

# write to excel

for i in range(1, len(results) + 1):
cell = cells.get(row, i)
cell.putValue(results[i-1])

row += 1
workbook.save('aa_mc_basic.xlsx')

def ga_analytic(params: dict ):

"""Pricing Geometric Asian Call Options analytically.

SO = params.get('SO")

K = params.get('K')

T = params.get('T')

sigma = params.get('sigma')

r = params.get('r')

tau =T / 3

1 = ((np.log(S0) / K) - 0.5 * (r - (sigma *x 2 / 2)) * T / (sigma *
np.sqrt(tau)))

dl = -1 + sigma * np.sqrt(tau)

d2 = -1

b =1 - 0.5%r*T - (1/6)*T*sigma**2

val = SO * np.exp(
(b-1r) *xT
) * norm.cdf(dl) - np.exp(-r * T) * K * norm.cdf(d2)

return val

nnn

def aa_mc_control_variate(params: dict):
"""Price arithmetic Asian Call options using Monte Carlo with control
variates."""
SO = params.get('SO"')
T = params.get('T')
M = params.get('M')
n = params.get('n')
sigmas = params.get('sigmas')
r = params.get('r')
strikes = params.get('K')
dt =T/ M
arith_c = []
geom_c = []
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workbook = Workbook(FileFormatType.XLSX)
worksheets = workbook.getWorksheets ()
sheet = worksheets.get (0)

cells = sheet.getCells()

first_row = f"r= {r}, S(0) = {S0}, T = {T} and n = {n} (number of
simulations)"

cell = cells.get(0, 0)

cell.putValue(first_row)

results_names = (
] 1
'Strike Price',
'Call Price (Control Variate Monte Carlo)',
'Estimator Error',
'Execution time (secs)',

for i in range(len(results_names)):
cell = cells.get(1, i)
cell.putValue(results_names[i])

row = 2
for sigma in sigmas:
cell = cells.get(row, 0)
cell.putValue(sigma)
for K in strikes:
start_time = time.time()
for i in range(n):
S = [s0]
for j in range(M):
z = np.random.standard_normal ()
S.append(S[-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z))
arith_avg = np.mean(S)
geom_avg = gmean(S)
arith_c.append(max(arith_avg - K, 0))
geom_c.append (max (geom_avg - K, 0))

zipped = zip(arith_c, geom_c)
ga_params = params
ga_params['K'] = K
ga_params['sigma'] = sigma
cv_estimator = [
a + (ga_analytic(ga_params) - b) for a, b in zipped
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call = np.mean(cv_estimator) * np.exp(-r * T)
call_se = np.std(cv_estimator) / np.sqrt(n)
end_time = time.time()

results = (
str(XK),
str(round(call, 4)),
str(round(call_se, 4)),
end_time - start_time,

# write to excel

for i in range(l, len(results) + 1):
cell = cells.get(row, i)
cell.putValue(results[i-1])

row += 1
workbook.save('aa_mc_control_variate_final2.xlsx')
def aa_mc_antithetic(params: dict):
"""Price arithmetic Asian Call options using Monte Carlo with antithetic

variates."""
SO = params.get('SO"')

T = params.get('T')
M = params.get('M')
n = params.get('n')

sigmas = params.get('sigmas')
r = params.get('r')

strikes = params.get('K')

dt =T/ M

c = 1[I

workbook = Workbook(FileFormatType.XLSX)
worksheets = workbook.getWorksheets()
sheet = worksheets.get(0)

cells = sheet.getCells()

first_row = f"r= {r}, S(0) = {S0}, T = {T} and n = {n} (number of
simulations)"

cell = cells.get(0, 0)

cell.putValue(first_row)
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results_names = (

L}
B

'Strike Price',

'Call Price (Antithetic Variates Monte Carlo)',
'Estimator Error',

'Execution time (secs)',

for i in range(len(results_names)):
cell = cells.get(1, i)
cell.putValue(results_names[i])

row = 2
for sigma in sigmas:
cell = cells.get(row, 0)
cell.putValue(sigma)
for K in strikes:
start_time = time.time()
for i in range(n):

S1 = [S0]
S2 = [S0]
S = [s0]

for j in range(M):
z1 = np.random.standard_normal ()
z2 = -z1
S1.append(S[-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z1))

S2.append(S[-1] * np.exp((r - .5 * sigma **x 2) * dt +
sigma * np.sqrt(dt) * z2))
avgl = np.mean(S1)
avg2 = np.mean(S2)
avg = (avgl + avg2) / 2
c.append(max(avg - K, 0))

call = np.mean(c) * np.exp(-r * T)
call_se = np.std(c) / np.sqrt(n)
end_time = time.time()

results = (
str(K),
str(round(call, 4)),
str(round(call_se, 4)),
round(end_time - start_time, 2),
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# write to excel

for i in range(1l, len(results) + 1):
cell = cells.get(row, i)
cell.putValue(results[i-1])

row += 1

workbook.save('aa_mc_antithetic.xlsx')

def main():
"""Ruyn."""
histogram_and_paths(params['histogram_and_paths'])
aa_mc_basic(params['aa_mc_basic'])
aa_mc_control_variate(params['aa_mc_basic'])
aa_mc_antithetic(params['aa_mc_basic'])

if __name__ == "__main__":

main()
jpype - shutdownJVM()

A’.3 XUOyxpion MeB6dwv

Listing A".3: X0yxpion Mebodwv

import numpy as np

import matplotlib.pyplot as plt
from scipy.stats import norm
from scipy.stats import gmean

S0, r, sigma, n, M, K, T = 100, .15, .2, 3000, 500, 100, 1

def generate_gbm():
dt =T/ M
gbm = []
for i in range(n):
S = np.zeros(M)
S[o] = so
for j in range(1l, M):
z = np.random.standard_normal ()
point = S[j-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z)
S[j] = point



76 ITAPAPTHMA A'. KQAIKEY

gbm.append(S)
return gbm

def price_naive(gbm):
disc_payoffs = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
price_naive_result = np.mean(disc_payoffs)
return price_naive_result

def price_ga_analytic():

tau =T / 3

1 = ((np.log(S0) / K) - 0.5 * (r - (sigma *x*x 2 / 2)) * T / (sigma *
np.sqrt(tau)))

dl = -1 + sigma * np.sqrt(tau)

d2 = -1

b =1 - 0.5%r*T - (1/6)*T*sigma**2

val = SO * np.exp(
(b-1) *T
) * norm.cdf(dl) - np.exp(-r * T) * K * norm.cdf(d2)

return val

def control_variate_vs_naive(gbm):
arithmetic = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
geometric = [np.exp(-r*T) * max(gmean(path)-K, 0) for path in gbm]

ga_analytic = price_ga_analytic()
control_variate_estimator = [
aa + (ga_analytic - ga) for aa, ga in zip(arithmetic, geometric)
]
price_naive = np.mean(arithmetic)
price_control = np.mean(control_variate_estimator)

return price_naive, price_control

gbms = [generate_gbm() for i in range(200)]
gbm = gbms[0]

naive_prices = [price_naive(path) for path in gbms]

bins = np.linspace(5, 10, 100)
plt.hist(naive_prices, bins, alpha=0.50, label='naive')

plt.legend(loc="'upper right')
plt.ylabel('Ocurrences')
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plt
plt
plt

plt.

.xlabel('Arithmetic Asian Option Call Price')
.rcParams["figure.figsize"] = (20, 16)
.x1im([7, 10])

show ()

Listing A".4: X0yxhion

S0, r, sigma, M, K, T = 100, .15, .2, 100, 100, 1

def

def

def

def

generate_gbm(n) :
dt =T/ M
gbm = []
for i in range(n):
S = np.zeros(M)
S[0] = 80
for j in range(1, M):
z = np.random.standard_normal()
point = S[j-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z)
S[j] = point

gbm.append(S)
return gbm

price_naive(gbm):

disc_payoffs = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
price_naive_result = np.mean(disc_payoffs)

return price_naive_result

price_ga_analytic():

sg = sigma/np.sqrt(3)

b=0.5% (r - 0.5 % (sgx*x2))

dl = ( (np.log(S0/K) + (b + 0.5%(sg*x2)) * T) / (sg * np.sqrt(T)))

d2 = dl - sg

C = SO0 * np.exp((b-r)*T) * norm.cdf(dl) - K * np.exp(-r*T) * norm.cdf(d2)
return C

price_control(gbm, beta):

n = len(gbm)

arithmetic = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
geometric = [np.exp(-r*T) * max(gmean(path)-K, 0) for path in gbm]

ga_analytic = price_ga_analytic()
control_variate_estimator = [
aa - beta * (ga - ga_analytic) for aa, ga in zip(arithmetic, geometric)

]
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price_control = np.mean(control_variate_estimator)
error_control = np.std(control_variate_estimator)/ np.sqrt(n)
return (price_control, error_control)

def price_naive(gbm):
n = len(gbm)
arithmetic = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]

price_naive = np.mean(arithmetic)
error_naive = np.std(arithmetic) / np.sqrt(n)
return (price_naive, error_naive)

def main():
Ns = [i for i in range (1000, 50001, 250)]
betas = [1, .8, .6, .4, .2]

all_samples = [generate_gbm(n) for n in Ns]
results = {

'x': Ns,

'naive': {'beta': Nome, 'errors': []},

'controlO': {'beta': 1.0, 'errors': [1},

'controll': {'beta': 0.8, 'errors': []},
'control2': {'beta': 0.6, 'errors': []},
'control3d': {'beta': 0.4, 'errors': []},
'controld': {'beta': 0.2, 'errors': []},
}
results['naive'] ['errors'] = [price_naive(gbm_sample) [1] for gbm_sample in
all_samples]
results['control0'] ['errors'] = [price_control(gbm_sample,
results['control0'] ['beta']) [1] for gbm_sample in all_samples]
results['controll'] ['errors'] = [price_control(gbm_sample,
results['controll']['beta']) [1] for gbm_sample in all_samples]
results['control2'] ['errors'] = [price_control(gbm_sample,
results['control2'] ['beta']) [1] for gbm_sample in all_samples]
results['control3'] ['errors'] = [price_control(gbm_sample,
results['control3'] ['beta']) [1] for gbm_sample in all_samples]
results['control4']['errors'] = [price_control(gbm_sample,

results['controld'] ['beta']) [1] for gbm_sample in all_samples]
return results

fig = go.Figure(
data=go.Scatter(x=results['x'], y=results['naive']['errors'], mode="markers",
name="naive"))
fig.add_trace(
go.Scatter(x=results['x'], y=results['control0']['errors'], mode="markers",
name="b=1")
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fig.add_trace(
go.Scatter(x=results['x'], y=results['controll']['errors'], mode="markers",
name="b=0.8")
)
fig.add_trace(
go.Scatter(x=results(['x'], y=results['control2']['errors'], mode="markers",
name="b=0.6")
)
fig.add_trace(
go.Scatter (x=results['x'], y=results['control3']['errors'], mode="markers",
name="b=0.4")
)
fig.add_trace(
go.Scatter (x=results['x'], y=results['controld']['errors'], mode="markers",
name="b=0.2")

fig.update_layout(
title="Errors vs Sample Size - Arithmetic Asian Option",

font=dict(
family="Courier New",
size=12,
color="RebeccaPurple"
)
)
fig.show()

x, y = np.log(results['x']), np.log(results['naive']['errors'])
slope = round(np.polyfit(x,y,1)[0], 4)
fig = go.Figure(
data=go.Scatter(x=x, y=y, mode="markers", name=f"Naive (m={slope})")

)

y = np.log(results['control0']['errors'])
slope = round(np.polyfit(x,y,1)[0], 4)
fig.add_trace(
go.Scatter (x=x, y=y, mode="markers", name=f'"Control (b=1, m={slope})")

)

y = np.log(results['controll']['errors'])
slope = round(np.polyfit(x,y,1)[0], 4)
fig.add_trace(
go.Scatter(x=x, y=y, mode="markers", name=f"Control (b=.8, m={slope})")

)

y = np.log(results['control2']['errors'])
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slope = round(mp.polyfit(x,y,1)[0], 4)
fig.add_trace(
go.Scatter (x=x, y=y, mode="markers", name=f"Control (b=.6, m={slope})")

)

y = np.log(results['control3']['errors'])
slope = round(np.polyfit(x,y,1)[0], 4)
fig.add_trace(
go.Scatter (x=x, y=y, mode="markers", name=f"Control (b=.4, m={slope})")

)

y = np.log(results['controld']['errors'])
slope = round(np.polyfit(x,y,1)[0], 4)
fig.add_trace(
go.Scatter (x=x, y=y, mode="markers", name=f"Control (b=.2, m={slope})")
)
fig.update_layout(
title="Errors vs Sample Size (Log-Log scale) - Arithmetic Asian Option",

font=dict(
family="Courier New",
size=12,
color="RebeccaPurple"
)
)
fig.show()

A’.4 Monte Carlo ITagdderypa

Listing A’.5: Monte Carlo ITopddetyuo

from math import sqrt

from random import uniform
import pandas as pd

import plotly.express as px

def inside(a,b):
return sqrt(a*x*2 + b*x2) <= 1

n = 10000 # sample size

# create points

sample_x = [uniform(-1,1) for i in range(n)]
sample_y = [uniform(-1,1) for i in range(n)]

points = [(a,b) for a,b in zip(sample_x, sample_y)]
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# label points that belong in the circle
label = [inside(p[0], p[1]) for p in points]
data = {

1 L

x': sample_x,
y': sample_y,

'label': label

# calculate estimate and plot

df = pd.DataFrame(data)

n_inside = len(df[df['label']])

estimate = 4 * (n_inside/n)

fig = px.scatter(df, x='x', y='y', color='label', title=f"Estimated value of
{estimate}")

fig.update_yaxes(scaleanchor="x",

fig.write_image("figl.png")

scaleratio =1)

A’.5 Tlapdderypa Acsvypatoindioag XntovdalotnTag - Way
OTM Call Option

Listing A".6: Acevypatorndia Ynovdaiotntog - Hopdderyua

import numpy as np
import time
import matplotlib.pyplot as plt
from scipy.stats import norm
from scipy.stats import gmean

S0 = 100

r = 0.05
sigma = 0.2
K = 200
T=1

n = 10000

M = 500

def generate_gbm():
dt =T/ M
gbm = []
Z = np.random.standard_normal ([n,M-1])
for i in range(n):
S = np.zeros(M)
S[0] = SO



82 ITAPAPTHMA A'. KQAIKEY

for j in range(1, M):
z = np.random.standard_normal ()
point = S[j-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * Z[i][j-11)
S[j] = point

gbm.append (S)
return gbm

def price_option_naive(paths):
disc_payoffs = [np.exp(-r*T)*max(np.mean(path)-K, 0) for path in paths]
return np.mean(disc_payoffs), np.std(disc_payoffs)

paths = generate_gbm()
price, error = price_option_naive(paths)

x = np.linspace(0, 1, M)
for path in paths:
plt.plot(x, path)
plt.axhline(y=K, color='r', linestyle='dashed')
plt.ylabel("Stock Price")
plt.title(£"EU Call Price: {round(price,3)} (error {round(error,3)}")
plt.show()

def generate_gbm2():

dt =T/ M

gbm = []

mu = 0.6

sd = 1

Zs = np.random.normal (mu, sd, [n,M-1])

for i in range(n):
S = np.zeros(M)
S[ol = so
for j in range(l, M):
point = S[j-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * Zs[i] [j-11)
S[j] = point

gbm.append(S)
return gbm, [Zs, mu, sd]
def calculate_ratios(data):

Zs = datal0]
mu = datal1]
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sigma = datal[2]

n = Zs.shape[0]

M = Zs.shape[1]

dt = T/M

ratios = []

for i in range(n):
Z = Zs[il[:]
suml = np.sum(np.square(Z))
sum?2 = np.sum(np.square(Z - mu*np.sqrt(dt)))
ratio = np.exp(-0.5 * (suml - sum?2))
ratios.append(ratio)

return ratios

def price_option_importance(paths, ratios):
disc_payoffs = []
for i in range(len(paths)):
path = paths[il]
ratio = ratios[i]
¢ = np.exp(-r*T)*max (np.mean(path)-K, 0)
disc_payoffs.append(ratio*c)

final_prices = [path[-1] for path in paths]
return np.mean(disc_payoffs), np.std(disc_payoffs)

paths, data = generate_gbm2()
ratios = calculate_ratios(data)
price, error = price_option_importance(paths, ratios)

x = np.linspace(0, 1, M)
for path in paths:
plt.plot(x, path)
plt.axhline(y=K, color='r', linestyle='dashed')
plt.ylabel("Stock Price")
plt.title(£"EU Call Price: {round(price,3)} (error {round(error,3)}")
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plt.show()

A’.6 Kodwxeg napovoioong

Listing A".7: Anotiunon pe Amhé Monte Carlo

S0, r, sigma, n, M, K, T = 100, .15, .2, 3000, 500, 100, 1
def generate_gbm():
dt =T/ M
gbm = []
for i in range(n):
S = np.zeros(M)
S[0] = 80
for j in range(1l, M):
z = np.random.standard_normal ()
point = S[j-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z)
S[j] = point
gbm. append (S)
return gbm

def price_naive(gbm):
disc_payoffs = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
return np.mean(disc_payoffs)

gbms = [generate_gbm() for i in range(200)]
naive_prices = [price_naive(path) for path in gbms]
plt.hist(naive_prices, bins, alpha=0.50)

plt.show()

Listing A".8: Avautixr) Anotiunon I'ewpetpixol Actatinod Awxonmuotog

def price_ga_analytic():
sg = sigma/np.sqrt(3)
b=0.5% (r - 0.5 % (sg)**2 )
di = ( (np.1log(S0/K) + (b + 0.5%(sg)**2)) * T) / (sg * np.sqrt(T))
d2 = d1 - sg
C = S0 * np.exp((b-r)*T) * norm.cdf(dl) - K * np.exp(-r*T) * norm.cdf(d2)
return C
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Listing A".9: Mébodoc MetafAntric EXéyyou

def control_variate_vs_naive(gbm) :
arithmetic = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
geometric = [np.exp(-r*T) * max(gmean(path)-K, 0) for path in gbm]

ga_analytic = price_ga_analytic()
control_variate_estimator = [
aa + (ga_analytic - ga) for aa, ga in zip(arithmetic, geometric)
]
price_naive = np.mean(arithmetic)
price_control = np.mean(control_variate_estimator)

return price_naive, price_control

Listing A".10: Edpeon Béxtiotou b*

S0, r, sigma, n, M, K, T = 100, .15, .2, 3000, 500, 100, 1
def generate_gbm():
dt =T/ M
gbm = []
for i in range(n):
S = np.zeros(M)
S[o] = so
for j in range(1l, M):
z = np.random.standard_normal ()
point = S[j-1] * np.exp((r - .5 * sigma ** 2) * dt +
sigma * np.sqrt(dt) * z)
S[j] = point
gbm.append (S)
return gbm

def check_beta(gbm):
arithmetic = [np.exp(-r*T) * max(np.mean(path)-K, 0) for path in gbm]
geometric = [np.exp(-r*T) * max(gmean(path)-K, 0) for path in gbm]
plt.scatter(x=arithmetic, y=geometric)
plt.xlabel("Arithmetic Asian Option Prices")
plt.ylabel("Geometric Asian Option Prices")
plt.rcParams["figure.figsize"] = (16, 12)
plt.x1im([0,10])
plt.ylim([0,10])
plt.show()
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Listing A".11: X0yxpion MeB6dwv

results = [ control_variate_vs_naive(path) for path in gbms]
naive = [r[0] for r in results]
control = [r[1] for r in results]

bins = np.linspace(5, 10, 100)

plt.hist(naive, bins, alpha=0.50, label='Naive Monte Carlo')
plt.hist(control, bins, alpha=0.50, label='Control Variate Monte Carlo')
plt.legend(loc='upper right')

plt.ylabel('Ocurrences')

plt.xlabel('Arithmetic Asian Option Call Price')
plt.rcParams["figure.figsize"] = (20, 16)

plt.x1im([7, 9])

plt.show()
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