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EYXAPIXTIEX:

Oa Hieha va euyaplotion Tov emPBAénovta xadnynTr ,xOpo Muyarh AouAdxn
Yot OAEC TIC OUUPBOUAES TOU HOU E€DWOE XATA T DIIEXEW TNG EXTOVNONG TNG
epyaoioc. Eniong o Hleia vo euyapiothiom tny owxoyéveld uou xan Toug piloug
HoU Tou UE €Youy oTNElEel GAa oUTA ToL YPOVLAL.
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ITepiandn
e aut) TNV epyaocio Ya aoyorndolue pe to TEOBANUA ATOTUNONG HUEQLXOVL-
XOV OoUwUdTwy. BTNy apyn Yo arodellouue 6TL uTdpyel BEATIOTOC YPOVOC
OLOXOTIAC X0 OTT) CUVEYELDL ETELDT) OEV UTGPYEL TUTOC XAEIG TS Hop@hc Vo exTL-
unooupe TN Ao ToL TEOBAAUATOSC PEGE XATOWWY aELiuNTIXGY UeVOdwY. AuTég
elvor TO BLwYUUIXG UOVTENO, TIEMEQUOUEVES Blapopeg xan 1) Monte Carlo.

Aé€eig xAeLdLd:Bértiotn Bloxonr|,tpofhfuata eAeuiépou oplou, yenUATOOXOVOULXA
pordnuorTixd, aeptovixd duxonmuata, wovtého Black-Scholes,duwvuuixd povtélo, tenepoouéveg
olpopeés , Least Square Monte Carlo.
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Abstract

In this thesis we will deal with the problem of pricing american options. First
we will prove that exists an optimal stopping time and then because there
is no closed-form formula we will estimate the solution of the problems by
some numerical methods. These are the binomial model, finite differences
and Monte Carlo.

Keywords:Optimal stopping,free-boundary problems,financial mathemat-
ics,american options,Black-Scholes model,binomial model, finite differences,Least
Square Monte Carlo.
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1 Kegdhowo 1

1 Kegpdiao 1

1.1 TI'evixég €vvoieg ot Yewpela [TI¥avotRtwy

e autd 10 xePdhono Yo yivel Ui amAt| avopopd e dudpopeg Evvoleg xa Yew-
erarta tou Vo yeetas oLy oe OAN TNV epyacia. O anodellelc Tov Yewpnudtwy
xou ot évvoleg mou Yo avantiouue undpyouv ota (1] ,[2],[3],[4],[6].

1.1.1 Baowég €vvoleg xaL oplopol

H tpudda (2, F,P) ovopdleton yodpoc mdavdtnrag 6mou 2 o Serylatoyhpog
,0nAad1| To oUvoho twv Thavey yeyovotwv.To F elvan wa o-dhyeBpa utoou-
VOV Tou ) Tou TepLEyEl 6Aoug Tou TovolC GUVBLUCUOUS TV YEYOVOTWY
2 xou P 10 pétpo mavétntog mou Oetyvel méco moavéd eivan vo oupPel va
YEYOVOC.

Aujdnon etvan o owoyévela amd o-dhyefpec F; vl Tic onoleg woylet s < t =
Fs < Fi xan ooy Fy €vvooUUE TNV TANeogopio Tou yveweilouue U€ypl TNV yeo-
v otiypr £ Mia onuovtd xotnyoplo yedvwy ebvar ol ypdvol dlaxorrg. (2g
YeOVO dlaxomig w¢ Teog uio StRinon Adue Ty Tuyala UETABANTA T yia TNV oTo-
looyler {7 <t} € F, Vt € I ,6mou 10 [ elvon éva 6Ovoro Betidv. Anhadh
yioe Vo glvon vV YeOvog YeOVog DLUXOTHC 1) ATOQAUCT) VO O TUUATACOVUE 1) O)L
Yo meémel vor e€opTdTon YOVo amd TNV TAneogopio Tou Yveplloude uéypet Thy
Yeovixh) oTiyn ¢ xou Oyt amd To UEANOV.

Av oe éva ywpo mdavotnrag (2, F,P) npoctécouye yior Siidnon tote 1 Te-
60 (2, F, (Fi)i=0, P) xaheiton otoyootins Bdon.

H axohoudio t.u. {X = X her oe éva yopo mavotnroe (2, F,P) xoke-
{tor otoyao Ty dradixacio. Mo otoyac Tty dtadacio Yo Aéue ot elvon
TEOCUPUOCHEVY oTY duinon F; av xdie X, etvan Fi-uetenoyn,onhadn 1 ewxova
¢ xdie Tuyaiag peTofAnthc X; avrixel otn o-akyeBpa F. 3TNy Teplntwon tou
1 o-dhyePBpa ebvan 1) uixpdTeEn yioe Ty ontola 1 Xy elvon yetpown Vo Ty cuy-
BoriCouye pe o(Xy).

Tpo Yo opicovye xdmoleg TOAD GNUAVTIXESC GTOYUO TIXEC DladXaoies.

Oplouwog 1.1. :H dwdikaoia X = X, ,6mov X; mpaypatikég kar oAokAnpdor-

pes (E[X;] < 0o ) t.u. kat elvar mpooappuoopévn otny F; kakeizar martingale

supermartingale 13 submartingale) av E|X;|F,| = (< 1 >)X; yia s <t
) ) Y

Oplopog 1.2. M dadikaocia ovoudletar kivnon Brown ,1j 6wadikacia Wiener
, By ywa Ty omofa 1wy vovr ta axdlovla :

(1) o1 Tooy1€S TG oUrEYElS

(i49) o1 By, By — Buo, - - ., Bin — Bin—1 ave&dptnreg



1.2 Ytoyaoctixy AvdAuvor

(iv) yia s <t ot t.u. By — Bs~ N(0,t—s) .

Oplowog 1.3. Ma noAvdidotatn kivnon Brown Oa eiva pia otoyaotiki dwa-
dikaoia B = (Byy, ..., Bay) 6nov ot Byy, . .., Bqy avebdptnres kivrjoeig Brown.

Téhoc Yo avapepiolye oe plor Tépo ToOh) onuavTixy| WIoTNTa Tou Yo YEeELUo TOo-
Oue oto Vewpnuind xoppdtt Tne epyasiag, Ty wotnta Markov.

H wwtnto Markov Acel 6t yio var xdvouue extiunon yio 1o eAov Jiog dia-
ouactog 6ev ypeetdletan va Yvoplloude OAN TNV "TAnpogopia’ TNg oTo TopeAdiov
OANG UOVO TNV xatdoTaoT oty onota Beloxetat, dnhad

Py(Xs, € B|F,) = Px,(X, € B) (1.1.1)

war To yenown wopy| Tng tvar 1
E.[f(Xo)|Fs] = Ep,[f(Xi—s)] ;s < t. (1.1.2)

‘Ornou éyouue v otoyactxy Bdon (Q, F, (Fi)izo0, P) ,Evo petpoo yweo
(E,€), B € &, n X, npocappoocyuévn otn dtAdnom (Fi)eso xon 1 f ue pporypévn

cuvdpTnon.

Av topa avth yio VIEQTEUVIOTING YeOVO T 1oy VEL oL Yiar EVal Ypovo Blaxomig
T T6TE €YoulE TNV Lo LEN BLoTN T Markov.Ou Swidixaociec yio Tic omoleg
oyVel n wiottae Markov 1 n woyver| wiotnta Markov héyovton dlodaoteg
Markov ¥ woyveec dwadixacieg Markov avtioTtorya.

M Sradwacio mtou €yel v woyuer| wotnta Markov cbvar n YEWRETEWXN
xivnomn Brown (GBM)[1]. Ou Solue otn cuvéyeto 4Tt 1) YEWUETEXY xivnon
Brown etvan pior Sadixacior tou xavorolel Ty otoyacTtixr dlopopint| e€lowon

d
DS _ it + 0dB,

t

1.2 3Xrtoyaoctixry Avdiuon

O tpdmog e tov omoio Yo HOVTEAOTOLAGOUUE TO WS PETUPBAAAETOL Ylal G TOY -
ot Stadxaocta( oty tEpinTeot| Hog To unoxeluevo teotdy ) Ya yivel pe Ty
Borewa tng otoyacTinig avdhuong.Ia autéd Yo ypetootel var opicouue xdmoleg
TOA) BOCIXES EVVOLEC OTIC TO GTOY UG TIXO o)\ox)\ﬁpwpoc(ﬁ ohoxhpwua Ito ).



1.2.1 Ytoyactixd ONoxArpwua

1.2.1 Xroyaoctixé OhoxArpwua

Ou Mye 6Tt wor atoyac Tixn Swdoctio f(t) = Z? Oln]]l[t 1]t Elvon Doduxar-
oo Auatog , omov a =ty <ty < ... < t, = b dowépion Tou [a, b] xou n; T.u.
ov omoleg eivan JFy,-petpriowee xou E[nf] < oo.Emione we Hi([a,b]) Yo cuuBo-
AMCoupe 10 0UVoLo TETOUWY BLadLxact)Y 6To [a, b).

Ogiwopoc 1.4. (OrokAnipwpa Ité ):'Eotw éu éyoupe pua dadikaoia Brija-
0§ [ toTe T0 oTOYaoTIKG oAokArpwua Ua efvar to

b n—1
/ f(ydB, =Y ni(By,., — Bi). (1.2.1)
a ]:0

Ou hépe ot drodixaoia f avixer H?([a, b]) av elvar tpocoppoouévn ot di-
fomon Fr = o(Bs), s <t xu toylet ]E[fab |f(1)]? dt] < .

Oedpnua 1.5. Vf € H? vrdpyer pua axolovdia dadikacicyv PHHATOS fsiepn

T..

b
i 17(0) = faenn (O] = i B[ 1F0) = Fupa®Pde] =0 (122

n—inf

Oplopog 1.6. Fotw f € H? .To olorxAnpwpa 1td opiletar ws:

n—inf

b
:/ f(t)dB; = hm [fstepn ‘= lim / fstepn ABy (1.2.3)

[516tntec otoyaoTnol ohoxhnpwuatoc:'Eotw X, Y € H?

(H)E[I(X)] =0

(13)1 (aX+bY) —aI(X)+B( )a,be R

(131) |f XdBt = f | X (t)|* dt] (Ioopetpia 1t0 )
(iv) H f f(t) dB; etvar martingale

(U)f f dBt = [T f(t)dB; + fcbf(t) dB,

1.2.2 Xroyaoctixéc Awxpopixéc Eiocwoeig

Topa Yo LAROOUUE VLot TIC OTOYACTIXES OLaPopXéS EELOWOELS TTOL Efvol TOAD
ONUOVTIXES OTA YENUATOOWOVOUXS hadnuaTtd ,yiatl e tnv Bordetd Toug xa-
TAOXEVELOUPE To LOVTEAA TOU YEELCOUAOTE



1.2.2 Yroyactixeg Awagopixeg ESowoeig

Oplowpocg 1.7. :H otoyaotnikn dadikaocia elvar Sradikaocia Itd dtay éyer tn
Hopgn)

t t
X, =Xo+ / u(s,w)ds + / v(s,w) dBs (1.2.4)
0 0

ka1 10y Vel fot lu(s,w)| ds < o0 fotv(s,w)Q ds < 00

0 6poc u Méyeton auviing tdon (drift) xon o dpoc v xaheiton didyvon (di f fusion)

‘Evo oA onuavtind epyaleio oty otoyacTixr avdiuor ue tn fordeld Tou o-
To{oU UTOPOUUE Vo AUGOUUE G TOY A0 TIXE OMOXATPGUATA, Efvar To Bidonuo Afuua
Tou It6 (¥ T0mog Toulto ) .

Oedhpnua 1.8 (Afupa It ). Eotw g(t,x) € CH? ka1 Xy qua dwudikaoia Ito
T0TE 10 Vel

t dg dg 1 ,0%g L g
t,X;) = g(0, X — +uz= 4+ v’ =)d —dB, (1.2.5

g(t, Xi) = g(0, 0)+/0(8S+u8$+208$2) S+/0U8x ( )
Optowodg 1.9. Yroyaouxés Awapopiés ECiodoeas (X.A.E.) Oa AMue ng -
TWOES TS HOpPrS -

dXt = b(t, Xt)dt + O'(t, Xt)dBt (126)

omov By ya m-didotatn kivnon Brown kai o, b puetpnoues mpaypatikég ov-
vapTnoes

Abon e X.AE Ya etvon o Sradueasio [86 mou v ixavornotel

Ocedenua 1.10 (Troupine xar Movaddtnroag). :Av ya b,o s YAE 1-
oxvowv ot

(6) (ypaysparn) asEnom):o(t, =) *+o(t, 2)[ < (1 + [a])?

() (vomxd Lipschitz):|b(t,z) — b(t,y)| + |o(t,z) — o(t,y)| < K|z —y| Va,y
Téte n YAE éyer Ao kar avtr) eivar povadikn

IMopdderypa 1.11. (Tewyetpinh xivnon Brown):T'o v eZiowon

dsS, ds,

?: = dt+UdBt:>/?tt :Mt+UBt
Twpa pe v Poryela Tou tomou Tou Itd Vo Beoldue to
[ty X, = In(S;) woyder 6t

ds,
St



1.3 Tevixd yia BEATIOTN Sraxony|

s, 1 -1, .., dS, 1,
X, = — —_(— -
AXo = 2t + (g (s = 5t = ot =

1
X = Xo = (= 50°)t + 0B, = 5, = Spelt 37

IMopdderypa 1.12. (Ohoxhipwon xatd uéen) ‘Eotw bt éyouye 2 dradixaoieg
Ito X,,Y; tote yio autég toyler ot

d(X,Y;) = X;dY; + YdX; + dX,dY;.

[ vo to Sei€oupe autd apxel va eqapudéoouue o Afupa tou Itd yior v
Q(Xt7 Yt) = XY

"Apo Yo €youpe

dg 0g dg 1 0%
d(X:Y,) = =dt + —dX; + =dY; + - (—)dX,dY;
(XeY) ot +8£B t+8y t+2(azy) .
= X dY; + YdX; + dX,dY,;

1.3 TI'esvixd yia BEATIOTN SLaxony

Ed¢ Yo avagepdolue oe xdmoteg Pacixég €vvoleg mdve ot BEATIO TN Blaxo-
7 ;0o opicouye Tov ywpo otov onoio Yo SouAédoupe Vo BOCOUNE TN YEVIXT
Hop@Y| evOg TEoPBAAUNTOS BEATIOTNG Slaxomrc , Yol amodElEOUNE (Lol IXavT) Xou Lot
avaryxodar suvdrxn yioe T Omaedn BEATIoTOU Ypedvou Slaxomhc xou Ho SLcou-
UE €Val YEVIXO CUUTEQUOUN Tdve TNy OTapdn Tou yedvou autol . Ievixd to
TeoBhAuaTo auTd BloxpivovTon avdhoyo oy efval 0 GUVEYT Xou BLaXELTO YEOVO
xau oy Yo yenowonotooude TNy martingale tpocEyylon 1 v papxoliavy .
Enedy| oe authy v gpyacio Yo aoyornbolue uovo ue 1o tpdBAnuo TWordyn-
O™ TOU OUERXOVIXO) BIXOLOUNTOS THOANONE TO 0To{0 ECUPTATOL A6 Lol UETOYT
TOUL €lvol Lol YEWPETEIXY dtadxacion Brown otnyv onola Loy Vel 1) Loy ueT| WOLOTN-
T Markov 9o avahOGOUUE TNV TERITTWOT TOU GUVEYT YEOVOU UE HoexofLovT)
TEOCEYYLOM,ahAd TpwTa Yo BOCOVUE XaL TNV TEOGEYYIoT martingale oe dia-
%p1t6 ypovo. H dewplo mou Yo yenowonotoouue xan ot anodeilelg Beloxovton
ota xepdhona 1,2 tou BiBhod [6].

1.3.1 Awaxpitog Xpovog:Ilpooeyyion martingale

‘Eotw G = (Gy)n>0 o axohoutdio and tuyaies yetofiritéc oplopéveg ot oto-
Yoot Béon (2, F, (Fn)n>0, Px). Enlonc n G da eivor tpocapuoouévn ot



1.3.1 Awaxpitog Xpovog:llpooéyyion martingale

fn)nZO'
H owoyévela 0Av Twv yedvwy dlaxonig Yo cugfoiileta ue M, xou og

MY ={reM:n<7<N} (1.3.1)

omou 0 < n < N. T Adyoug amhotntog Yo Vécouue MY = MYy M,, =
M2 . To mpdPinua BéErTioTtng dloxonrc etvon To €€Hg

V. =supE[G,] (1.3.2)

omou Va meEnel va Bpolue To BEATIOTO YPOVO T, OTOV OTolo EMTUYAVETOL TO
supremum ot vo. utohoylcouue to V.
Mo vo undpyer E[G,] Yo npénet vo toyber 1 e€ng ouvdrixn

E[ sup |Ggl|] < (1.3.3)

n<k<N
X0 YENOLOTOLWVTAS TOUG GLUUBOAIGUOUS Yiol TO /\/lfy Yo €youpe

VN = sup E[G,] (1.3.4)

n
TeMN

omou 0 < n < N. T Adyoug amhétntac Yo Yécouue VN = VDN WV = V2 xou
V = V§* 6tav to supremum mdve oe GAoug Toug Ypovoug dlaxorhc T oto M.
[t vor Mocoupe to mpofBinue pag Yo yenowonotcouue T uedodo Tng Teog
ToL TOW EMAYOYAS TOU OGS Loy Vel uovo otay N < 0o. Av €youue Tn un me-
TEPAUOMEVY TEPIMTWOY) UTOPOVUE VA YpnouloTolooupe T uédodo tou essential
supremum nov undpyet oo [6].

o n = N Jo npénel va otoapatricouue xou To x€pdog Jog Yo eivoan G = S%.Fta
n = N — 1 Ja mpénet vo eA€yEouUe av YOG CUUGEREL VO OTUUAUTACOUNE 1
oyt Av otopoatriooude Vo €youpe x€pd0og S]]\\,[_1 = Gn_1 xou av ouveyioouue
SV_1 = E[SN|Fn-1]. Apaov Gy_1 > E[SN|Fn-_1] otopatdpe otnyn = N—1
oaAE Tpoywedue. Avitiotowya mpdttouue Y n =N —2,...,0 .

"Apa Yo Srroupyndel 1 mopodte oxorovdio and tuyaieg ueToAnTég

SN=Gy ,n=N (1.3.5)
SN = maz|G,,E[SY4|Fa)] sn=N-1,...,0.

Yo £YOoUUE TOV YEOVO BLaXOTNS

N =inf{n <k < N:SY =Gl (1.3.7)



1.3.1 Awaxpitog Xpovog:llpooéyyion martingale

Ocedenua 1.13. Eotw to npdfAnua BéAnotns duxonnis (1.3.4) kar wyve
n (1.3.3) . Téte ¥n € [0, N] éyoupe

SN >E[G,|F.), TeM (1.3.8)
SY = E[G,~|F,)- (1.3.9)

EmmAéor , av 0 <n < N Ja éyoupue :

(i) o xpdvog daxonis T etvar fértiotos oo (1.3.4).

(i1) Av 7, etvar évag Bé\tiotog ypdros Sukornnis oto (1.3.4) wére 7Y < 7, P,-
op. .

(44i) H axolovdia (S{ )n<k<n €ivar to eAdyioto supermartingale mov kuprapyel
(Gr)nsken -

(iv) H otapatnuévn axodovdia (SY,

, ‘
kATTJLV)kSngN efvar martingale .

Andoaén. T apyr| Yo amodeiouye tic oyéoelc (1.3.8) xou (1.3.9) pe ) yerion
e emaywyhc yion =N, N —1,...,0.

[ n = N autéc ot dVo oyéoelc toylouy and v oyéon (1.3.5).

‘Eotw ot woybouy xaw yon = N, N —1,... .k yio b > 1 xou owty) Yo elvon 1
emorywy utddeon. Ltn cuvéyeta Yo detloupe 6T Vo toydet xon yion = k—1.

(1.3.8.): 'Eotw T € MY | xan T=tVk. TéoteT € MY | xan {7 >k € Fr_1}.
‘Apa €youue
E[G,|Fi_1] = E[l(T = k — 1)Gj_1|Fr_1] + E[L(T > k)G+|Fp_1]

=1(r =k — 1)Gy_1 + L(7 > k) E[E[G+|Fi]| Fiomr)- (1.3.10)

Agol T € M} t6te Ya oy el o1 E[GH| Fi—1] < SYY. Emmhéov and v oyéon
(1.3.6) éyoupe 6Tt Gio1 < SN, xou B[Sy | Fr—1] < Sp' ;. Apa 1 (1.3.10) Vo
vivel

kE—1)SY, +1(r > k) E[SY|Fr_i].

E[G,|Fr_1] < 1(
. M (1.3.11)

(

‘Apa 1 (1.3.8) amodeiynxe yon =k — 1

T =
T =

(1.3.9):Tw v T amodetZoupe Yo n =k — 1, éoto 7 = {7, xou anéd (1.3.7)

=7 bty {7, >k} . Aré v (1.3.10) vy T = 7Y, éyoupe

E[Gr,_ | Fia] = Ly = k = 1)Groy + L7, > k) E[E[G x| Fy] | Fri]
= IL<TI£V—1 =k — 1)51?[—1 + IL<TI£V—1 > k)E[S]iVL]:k_l]

= ﬂ(ﬂi\il =k — 1)5571 + ﬂ(Tlgvfl > k)Sli\il = Slivfl' ( )
1.3.12



1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

Apa 1 (1.3.9) anodeiynxe yon =k — 1

(4): Av mépoupe ) péon T otic oyéoeic (1.3.8.),(1.3.9) Ya éyouue E[SY] >
E[G,| V 7 € MY xau napvovroc to supremum éyouvue E[SN] > VN A-
6 my (1.3.9) éyoupe E[S)] = E[G.n~] nou debyver 6n E[SY] < VN, Apo
E[S)] = V.V %o agod E[SY] = E[G,~] Yo woyver ont V;¥ = E[G,~] xou aro-
detfape 6Tt 0 ypdvoe 7Y Béltiotoc oTo (1.3.4).

(44):Twr vo ebvon Péltiotoc o 7, Vo woyver 6t SY = G, o.f. Eotw 6t dev
1oy VeL autd dpa amd (1.3.5),(1.3.6) éyoupe 61t SY > G, pe P(SY > G,.) >0
‘Apo amd 10 Vedpnua EMAEXTIXAC 6TdoNG, TV supermartingale WwWLOTNTA TNG
(SziVATgy)nSkSN xou ané Ty wdTTe ov deiaue oo (i)

E[G..] < E[SY] <E[SN]=V]F. (1.3.13)
To omolo elvon dtomo yatl av woylel n awoTnen avicoTNTA TOTE T, OEV elvon
péntiotoc. Apa SN = G, xou and tov oplopd tou T Vo toyler ot T < T

(i41): Ané tic oyéoeic (1.3.8),(1.3.9) éyouue 6L (SPY)n<k<n ebvon supermartingale
o 6T xuptopyel T (Gr), <pc - BT 611 (Sk)neren éva @0 supermartingale
mou xuptapyet TV (Gi), cren- Me TV yphon e enayoyhc Yo detfoupe
6 (SN) < (Sy). Twk = N oy veL and ™y (1.3.5) . 'Eotw 6u LGXL')SL
yio k= N —1,...,0 ye I > n+ 1 t6t¢ and v (1.3.6) Yo €youpe 6t
SN, = maaj(Gl_l, [S |Fi—1]) < maz(G_1, E[S|Fi-1]) < S . ‘Apa 0
omodeioye.

(iv)Twn <k <N —1yvwotd xu otadepd Eyoupe

= H(Tév S k)SiiVATN + (Y >k + 1)E[S(]\1£+1 prty [ Fi]
= ]]'( é\/ < k)S ATN + I]'(Tk > k + 1)SI<:/\TN Sk/\TN

‘Apo Sei&ope OTL 1 oTAPATNUEVN axoroudia (S/,cA N)kSnSN elvar martingale. [

1.3.2 Xvuveync Xpoévog: MoapxofBiavy ntpocéyyion

‘Eoto wo ioyver MopexoPiovy| dwdixacta X = (Xt )0 o010 (Q, F, (Fi)i=0, Px)
ou madpver Tée oo (E, B) petpfiowoc ywpog 6mov E = R B = B(RY).Tu
wovordtia e X elvon 0edid xou PLOTERA GUVEYHC TAVL GE YPOVOUS BLoXO-
mhc.Eniong n 8tidnon (Fi)i>o mpémer vo elvon 0e€id ouveyric. Téhoc Yo umo-
Véooupe 61t (€2, F) toolton e tov xavovixd yopeo (B0 BI0)) ¢ro1 hote o
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1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

teheoThc petatdmone By Q — Q vo etvon xahd opropévoc péow tou B (w)(s) =
w(t +s) Yo w = w(s)ssp € 2, xau t, s > 0.

‘Eotw pa petpriown cuvdptnon G: E +— R 1 onola covomolel Ty mopaxdte
ouviinn (ue G(Xr) =0 eav T = 00)

E.( sup |G(Xy)|) < (1.3.14)

0<t<T
Vo € E, €youpe to mpofBinuo BEATIOTNG OLoxoThg

V(z) = sup E.(G(X,)) (1.3.15)

0<r<T

omou 10 € E xou t0 supremum To TofpVOUUE Tdve OE OAOUC TOUS YEOVOUC
olxonhic 7 tou X H V elvon n ouvdptnon ollag xaw n G' 1 cuvdptnon xée-
douc.I'iot var AMooupe to mpdPinua Bértiotne Swaxonhic oto (1.3.15) ornuaivel
oVo mpdryuatollpwtov Yo mpEmel va Bpolue Evay BEATIOTO YEOVO BLaXOTHC T
oTov omoio nafpvouye To supremum.As)tepoy vo utoloyllouue TNy okia V(X)
vz € E 600 mo avarutid yiveton .H draduacta X etvon yapxofiave, dnhodt
0V pag amaoyohel TL Exel Yivel 6To TapeAI6V AL UOVO GTNY TEAXT| XUTAG TOoT)
mou ebva.I'toe awtd v édpoupe Ty Tpoytd t = Xy (w) yio doouévo xar otadepd
w xou umoloyioouye 1o G(X(w)) tote Vi unopolye vo anogocicovde BERTIoTOL
va cuveyloouye TNy Bradixaocta 1} var Ty o tauathooude. Etol ywplleton o ydpog
xTa0 TdoEWwY I ot éva 6Uvolo cuveytong C xon o€ €vol GUVOAO G TOUATATNLOY
D.

Aev Va ypeetaotel va mdpouue eywploTéc TEPITTWOELS Yo 1T = 00 xou 1" < 0o
amAd ylor Ty epintwon nenepacpévou opilovta (10 < 00) Yo vnodécoupe bt
n Xy = Zi(t, X;) xou 1o mpéBhnuo Yo yivel

V(t,z) = sup E;,G{t+ 7, Xitr). (1.3.16)

0<r<T—t
[N to medPAnua (1.3.15) 1o ohvolo cuvéytong Ya eivan to
C={zxeE:V(zx)>G(z)} (1.3.17)
%0l TO GUYOAO GTOUATLOV
D={zeE:V(z)=G(x)} (1.3.18)
xau Yo oploouue cav yedvo Sloxomic Tp

™ = inf{t > 0: X, € D}. (1.3.19)

9



1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

Oplowocg 1.14. : M petprioun owdptnon F': E — R eivar vnep-apuovikn
av
Er(X,) < F(2) (1.3.20)

V xpdvo dwakorng o ka1 x € E.

ITpbétaon 1.15. : H F eivon unep-opuovixty av-v (F(X;))i>o etvon eid-
ouveyfc supermartingale uné P, Vo € E

Me Foxdrw-nuouveyhc xan (F(Xy))e=o ebvon opotouop@o ohoxknedotun.

Ocdenua 1.16. : Eow I Péluotos ypévos dwxonns T, oty V(x) =
sup E[G(X,)], Vo € E .Téte éyouue

(i) HV eivar n eAdyiotn vrep-appovikn ovvdptnon mouv kupiapyel tny G oo
E.

Erions n V' kdtw-nuoweyns ka1 n G dvo-nuowveyns. Tote éyovue

(i1) O BéAtiotog xpovos dakonnis Tp ikavonolel Tp < 1, Py — o.. Vo € E ka1
elvar Pértiotos oto TpoPAna.

(i13) H orapatnuévn dwdikacia (V(Xinrp))eso €ivar 6e&id owveyris martingale
Uro to P, Vx € E.

Amndoeaén. (i) I va 8ei€w 6tLn V' unep-opuouixr] ,omd oy uey| hapxoflavr 1oL-
OTNTA £YOUUE :

Eo[V(25)] = Ex[Eo|G(27,)]] = Ex[Ea[G(2r.) © 05| Fo]]
= Eu[G(201700,)] < supl, (G(a7)] = V()

, V xpdvo dwxonic o , Vo € K.

Auto anodewxviel 6Tt 1 V' unép-apuovix

‘Eotw n F o dhhn unép-apuovixry mou xuplapyel tny G nédvw oto £ . Tote
eyouue E[G(z,)] < E,[F(z,)] < F(z), V ypévo dwxonhc T xou Vo € E.

Av 1opa mhpoupe To supremum mdvek o XAUE T OTNY Amd TAVE oVIGOTNTA

161 VY €youpe 6L V() < F(x) dnhadn n ehdytotn Lnép-apuovix.

(1) Ané tn otrypr tou 7F BéATio tog ypbvog dtaxoniic Tote V(X +) = G(X 7+ ). ANhidde
av {oyve 61t P(V(X+) > G(X;-)) > 0 t61€ agod V' unep-appoviny| Yo €you-

ve 6n B [G(X+)] < E.[V(X;+)] < V(X) /Atono yiotl 7 Béhtiotog,xon Vo

loyVel 6t Tp < T, omd optoyd tou Tp xa ool V(X)) = G(X7-).

Topo yio va del€ouye 6TL Tp BéATIOTOC.

10



1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

H V etvar éva 6edid ouveyée supermartingale ool umepapuovixy| xaL amd
Véwpnua emhextinic otdong éyovue E, [V (X;)] < E,[V(X,)] émou 1,0 ypdvol
OloxoTAC T.0. T < O

‘Apa yioo 7p < TF

Apa V(X)) < EI[G(XTD)] < V(X) xol Ex[G(XTD)] = V(X) del€ape 61t mp

BEATIOTOC YPOVOG BLUXOTHC Yol TO TEOBATIOL
(i17) "Amo Vv oyuet poExoPovi e TNToL

Eo [V (Xrprp | Fsnrp] = B [Einr, [G(Xop)|| Forry)

x[ x[ TD)Oet/\—rDLFt/\rDH]:s/\—rD]
[E

[

E

E.[E. (G

EL[E. [C(X0) | Finrs) | Finey)
E

E,

T G TD)‘-FS/\TD]
G(XTD)] = V(XS/\TD)

S/\TD [

NVO<s<t,VxeF,
étol oelloue 6Tl elvon martingale xou 1 della cuVEYEL €meTon amd TNV dela
ouvéyeto Tou (V(Xy))i>o. O

Ocedenua 1.17. : Eoww to tpdpAnua fértiotns duaxoris V(X ) = sup E, [G(X,)]
ka1 wyvel 6 B[ sup |G(X})|] < oo .Ag vnoféoouue dnr vndpye e/T\dXzarn
0<t<T

vrep-appovikr; V- mou kupiapyel tny G oo E.Ag urodéoovue 6V idto-
nuiovvexris kai G dvo-nuoweyns 9étovtag D = {z € E: V = G(z)} xm
Tp = inf{t > 0: X; € D} .Téte éyoupe :

(i) Edv Py(tp < 00) = 1Yz € E =V =V xa1 7p Bé\uiotos

(ii) Edv Py(tp < 00) < 1 ywa xdrowo x € E = B BéAtiotos ypdvos draromis
pe mbavétnta 1 ya to npdPAnua pas.

Anédaén. : Toogavie agol V unép-apuovih éyouue B, [G(x,)] < B [V(X,)] <
V(z) Vo € E , ¥ ypévo Swxonic

Hoipvovtac 1o supremum oty E, V(X;) < E, V(X,) do éyoupe G(z) <
V(z) <V(x)VeeE.

(i) Todpo Yo amodeiouye 6Tt V. = V xou 61t 7p PéATIOTO 0NV TERITTOON

11



1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

omou G gporyuévo.l'ia Ty tepintwon mou dev ebvan ppaypévo 1 amddelln uTdio-
el oo [6] otn oehida 45.

[o e > 0 Yo €youue
Co={zcE:V(z)>G(x)+e}
D.={z e E:V(z)<Gx)+e}
xou 7p, = inf{t > 0: X, € D.}.

Arnd v woyuer| wotnta Markov Yo €youue ot

~

V(X7p,) 0 05| Fs]

[V(XU+TD5°60)] =E, [V(XU+TDEOGU)]
V(X-p,)]

EJC EXa [‘A/(XTDG )]

E, Ey
Ey Ey
E,

IN

POy 1% UTIER-QipUOVIXT) XU Tp, < 0 + Tp, © 8.
‘Apa 1 anedvion x — E. [V (X7, )] ebvon unep-appovix.
‘Botw ¢ = sup(G(x) — B, [V(X,,,)]) xou

zelR

G(z) < c+E.[V(X,,.)] Vz € E.

Etown ¢+ B, [V(X,,,)] enlone unép-apuovid xau and opiouéd e V

~ A~

V(X)<c+E,[V(X;,.)],Vr e E

[Na d € (0,€] emhéyo x5 € E tét010 HOTE

G(z5) = Eo[V(Xrp)] 2 ¢ =6

Ané tic 800 mopandve oyéoelg

A ~

V(Xg) <c+ Emé [V(XTDE)] < G(X(s) +6< G(Xg) + €.

Avuto detyver 611 X5 € D, xan 7pe = 0 o710 P,

~

'ApO( c—0 S G(X(;) - V(X(;) S 0.

N

‘Otav 6 4 0 éyoupe 6t ¢ < 0 anodetxviovtac 61t G(X) < E,[V(X,,.)].
Ané tov oplopd e V oxan o = E [V (X, )] unép-apuoviny| anodexvieton To
E V(X )] = V.

12



1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

Téhog ané B[V (X,,.)] = V noipvoupe 6t

~

V(z) = E,[V(pe)] < Eo[G(Xy,)] + € < Vi(z)+e

Vo € E yenowonowdvtag 6t V(X,p,) < G(X,,.) +€ agol V xdro-nuouveyhc
xaw G dve-nuiouvey g xan xodwg € L 0 Yo éyovpe 6L V <V =V =V
xu V(z) <E,[G(X,,.)] + €V € E.

Topa Vo deiloupe 611 7p BéRTIOTOC YPOVOC BlaxOTHC.

‘Otav € L 0 w0 De | D xan 7pe T 79 610U T0 Tp YeOVOS BLOXOTAC TETOLOG WOTE
: 7o < 7p. A6 10 yeYOovoc ot Vo xdtw-nuiouveyic xow G avew-nuiouvey g xou
and Tov oplopd Tou Tpe toylel 6t V(X ) < G(X,,,) + € Ve > 0. Apa otov
10 € | 0 éyoupe 61t V(X)) < G(X,,),0000 X eivon aptoTepd GUVEYHS T8Ve OE
yeovouc Swaxonhc.Apa V(X)) = G(X,,) xou 19 > 7p = 79 = Tp. Acioye 611
xadwe 1o € L 0 to Tpe T .

Me v Bordeia Tou Afuparoc Fatou oty B, [V(X,,,)] = V éyouue 6m

V(X) <limsupE,[G(X;,.)] < E,[limsup G(X1p)]
€l0

< EX,[G(limsupX,, )] = E,[G(X,,)]
el0

Apa 7p Bértiotoc. To (i) tou Vewphuatog Byaiver and to (i) Tou mponyo-
OuevoL VewpruaToq. O]

Ocwpnua 1.18. :

(i) (Heptrtwon drepov opilovta) Eyouue to npdpAnua Bédtiotov otapatnuol

V(z) = sup E,(G(X;)) kat wyva éu E,( sup |G(X)|) < oo .Eoww éu V
0<r<T 0<t<T

kdtw-nuiowexns kar G dvo-nuioweyns. Edv P(tp < o0) =1Vx € E = 1p

Bé\tiotog ypdvog daxorris .Av P(tp < 00) < 1 ya xdmow x = P Bédtiorog

Xpovos daxorns pe mavétnra 1.

(i1) (Ilepimtwon memepaopévov opilovta) Ia s 161és vnobéoes éxyoupe 6t to

Tp PéAtioTog ypdrog drakomrs.

Arndoein. : To (ii) anodexvietar 6mwe to (7) ahhd avti yio Xy — (¢, Xy).
V' petpiowun dpo xou 1 amewdvion V(X,) = sup E,[G(X,)] ebvar yetprioyn V

YEOVO BLOXOTHAC 0 ToL Efval YVWoTOS xat o Tadepodc.
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1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

Ané woyvpt| papxoflovy WieTnTa £youus

E,[G(X)] EL[G(Xoiron, )| Fo] ¥V ypdvo Slaxomic 7 xou z € E.

Ané to mapandve €youde OTL

V(X,) = esssup E,[G(Xoiron, )| Fo) und tnv P, 610U & € E yVvwot6 %ot oTo-

Vepod.

Topa Y€houue va Bet€oupe 6TL UTdEYEL plar axoloudior YEOVWY BLloxoTg {t, :
n > 1} ttow dote

V(X,) = lim E[G(Xorr o0, )| Fo] (1.3.21)

n—oo

6mou 1 axohoudio E, [G( Xy yr,00, )| Fo] Vo eivon abZouoa

Auté Ya to xdvoupe deiyvovtog 6t 10 6Ovoro {E,(Xyirop,): T YpdVOS Blaxo-
mhc } ebvan dvew-xateutuvouevo , dnhadn yia Tuyaioug ypdvoug Btaxomic pr,ps
UTIBRYEL YPOVOS BLaxOTNS p TETOLOC HOTE

]Er[Xp|fa] = Ew[Xplu:o] \ Em[sz‘]:cr]-

‘Eotw 71, T3 ypdvol dlaxomrig otodepol xaw yvwoTol xan Y€Touue py = 0 + 71 ©
Op.p2 = 0+ 1200, xu B={E,[X, F,| >E,;[X,,Fs]} xu 10 B € F,.

Toéte p = pilp + pelpe Vo elvon ypdvoc daxonrc.Agol B, B¢ € F, tote
xu 1o {p <t} € Fi.

Enionc av 9éoovpe A = {Ex,[X,,] > Ex,[X,]} = A € Fo,B = 0,(A)
xan Yo €youue OTL

pP= (U+7—1 0‘90)]13 + (U+TQ Oea)ﬂBc
=0+ ((11060,)(1a00,) + (T200,)(1ac 06,))
=0+ (Tl]lA -+ TQ]lAc> (@) 90

Apa p =0+ 700, ,6mou T = 1114 + Tolae.Enlong mdht unopolue va 5o0ue

OTL T Ypovog dlaxomhg ,onhadh 7 < t € J, Y eNOHOTOW)VTAS TO YEYOVOS OTL

Ae Fy CF.

Apaoylet 6t E, [ X, | Fo] = Eu[ X, | Fo] VEL[ X, | Fo] %ot 10 60voro {Ey (Xoirep, ): T
YEOVOC BLoOTNG } etvon dve XUTEVYUVOUEVO.

Téhog 1 (1.3.21) woyder xou pe v Bordeto Tou Vewplatog HovoTovng GUYXAL-
omng €YOUUE OTL

B[V (Xo)] = lim Eo[G(Xoir,00,)[Fo] < VI(X)

n—oo
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1.3.2 Yvuveyng Xpovog: Mopxofiavy npoceyyion

Ve € B,V ypbévo dlxonhc o
‘Apa 1 V' UTER-0pUOVIXT) X0 YENOWOTOLOVTAS TO TEOTNYOUUEVO VEMENUOL TEAEL-
OVEL 1) AMOOEIET O
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2 Kegdlawo 2:Bacuxég €vvoleg 0Ta (ENUATOOLXOVOULXD

2 Kegdiowo 2:Bacixeg €vvoleg oo Yenua-
TOOLXOVOULKA

2.1 Ewaywyn

Y10 xepdiono 2 Yo avapepolue YLol TO YENUATOOOVOUIXO XOUUITL TNS EQY -
oluc.Oa opicouye ta topdywya(derivatives) xaw to dixanduarta(options).Oo o-
VopeEUOUPE OE BUO TOAD CNUAVTIXES EVVOLES YLOL TNV ATOTIUNOY) OLXAUOUETWY, TNV

S UIRLS pn-smm%aé‘mmg(no—arbritrage) xaL TNV Evvola NG TAReng ayo-
od(complete market ) xou 9o tig amodet€ouye yio to Black-Scholes povtéhoc. Téhog
Yo dwooupe Vv Black-Scholes Formula mou etvor évog T0T0C XAEWOTHS LOE-
@hc Yoo TNy o&lo EVOC ELPWTOIXO) BLXAUOUTOC.

2.2 Tlapdywya mpotovia

Yo Xprnuatooxovouxd o tapdywya npolévia (derivative securities) etvou
Toe ouufBérana TV omolwy 1 Tir e€upTdTon amd €va dAho TEOLOY TO UToXElUEVO
ayod6 (underlying asset) .To vnoxelyevo oyadd unopel vo eivon pio yeto-
YN,EVa OOROYO 1) xa Evar GAAO aryordo.

"Evo toipdderypa mapory@you etvon to npodeoutoxd ouBéhato (forward contract)
070 0T0l0 0 XATOYOC £YEL TNV LUTOYEEWTY] VoL oY OPAOEL TO UTOXE(UEVO TEOLOY
070 yeovo weluavong T oe | doxnone K.Ilepiocdtepo evdiagpépoy Eyouy ta
Sucondpartor ayopdc(call options) xou Suonduarta twinong(put options) yotl
OE QT 0 XATOYOG EYEL TO BLXALWUOL XOU OYL TNV UTOYEEWTT] VoL ayopdoeL Y
VO TOUAHOEL TO UTOXE(UEVO aryordo

A¥o Baoird ldn téTolwy dixanudtey civar 10 Eupwnoixold tinou duxo-
lwpo xat 10 Apepixavixd TOTOL Bixalwpa

To Evpwnoixd Sixainpa ayopdsg(h moAnong ) civor ua cudgwvio
oty omnofo €youpe To dixaimua var ayopdcoupe() VoL TOUMAGOUNE) TO UTOXEUE-
vo ayad6 oto ypovo weipavone T ue T doxnone K.Auté nou avouévouue
elvo 0 xATOY0C AUTOU TOL BIXUUWUATOS Vol TO AGKACEL UOVO AV TOV GUUPEQEL OT-
Aadh oty TepinTtwon mou n a&io Sy Tou utoxeluevou ayadol eivan peyahitepn (N
uxpdTepn) amd v Ty doxnong dnhadh maz(S; — K, 0)(4 max(K — S;,0))
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2.3 H apyn tTng N smLTNnostoTnTog

H Swgpopd tou  Apgpixavikol) Sixalduatog ayopds(r) THAnong)
ue ta avtioTolyo evpwmouxd elvon OTL TOEA 0 XETOYOC EYEL TO DLW VoL TO
QOXNOEL OE OOl YEOVIXY| OTLYUT| VEAEL Pyt Tov Ypovo weluavone T.Edw @a-
fveton To podnUATXG EVOLUPEROY TOU GUEQLXAVIXOU DXOLMUNTOS ,YioTi ot xdie
Yeovixt| oty Yo TeENEL 0 %dToy0g Vo arogacioel av Yo aoxoeL TO SLxalmuo
ONAGOY| oV 1) TWN S AVAXEL GTNY TEPLoy Y| OTopaTNUol D ,h oyt dnhadrh av 7
T S avixel oty meployry cuvéytone C. H duoxolla autod Tou tpoBirjuotog
BehtioTonolnone €yxeiton oT0 YEYOVOS 6Tl Var TEETEL Vo GUYXEIVOUUE AmELpES
OLOUPOPETIXEG TEPLTTMOOELS Yl Vo Bpole Ty BEATIOT.

Aoywo ebvar Moyw autig g dlapopomoinong 1 okiot TOU AUERIXAVIXOY DXL
OuoTog va efvan yeyaibTepn 1) lon and auThvY Tou EVpWTUX0V. 3TN GUVEYELX Vo
00UUE OTL YO TO OPEELXAVIXG OIxolwUa oyopdc To omolo OevV amodidel Uéploua
1 o&la Tou elvan {oN YE AUTH TOU EVPWTAIXOU Xou BEV UG CUUGEREL 1) TN
doxnorn. 2oTMOO Yl TO AUERLXOVIXG DXL THOANONE 1) Blopopd. auTH etvar
ornuovTXr) xou xokeiton early exercise premium.

2.3 H apyn tTng un emtndsiotnTog

Mo ToA) onpoavtind €vvola ot Xenuatootxovouxy| elvol ot TG Un EmTn-
detdotnroc (no — arbitrage) Emndedtnta Mue otL éyoude 6tay UTpyEL e
UNdeEVIXG ploxo olyoupo x€pBOoC.XTNY TEOYUATIXOTNTA UTopEl Vo UTdpEouy Eu-
xaupleg eMTNOELOTNTAS , oL omoleg Var 001 YHcoLY OUWS TNV ay0pd e LooppoTia.

Optowdg 2.1 (Autoypnuatodotodpevo yaptopuldxto). Eva yap-
toguAdkio O(t) elvar avtoypnuatodotoduevo av n a&ia tov V' eaptdtar pdvo and
TOUS TITAOUS amd Tous omoious arotedeital dnAaon

Vi) = V(0) + / Co(r) dr (2.3.1)

Ogwopoc 2.2 (Ilpotdv ywpic xivduvo). Ovoudlouue mpoidv ywpls kivéurvo
(risk — free asset) e otwalepd emwdkio v éva mpoidy tou omoiov n a&la peta-
BdAretar otov xpovo olupwra e Ty oxéon

So(t) = Sp(0)e"™. (2.3.2)

Ogwopoc 2.3. HpoekopAnuévn tury (discounted value) evés mpoidvtos eivar
n TN tov tolamaciaouérn pe Syt = exp (—rt).
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2.4 To wovtélo Black-Scholes

o mopdderypa N mpoelopinuévn T puac petoyhc etvon n S*(t) = Sy S (t).H
T S*(t) ebvan 1 Ty mou Yo mdpouye o yE6Vo t av TNV ToToVETAOOLYE OE
opohoya TNV yeovixh otiyun t = 0.

Ogwop6c 2.4. Eva avtoypnuatodotoluevo yaptopuddkio 9(t) elvar arbitrage
av V9(0) =0 ka1 VO(T) >0 0. ka1 P(V(T)) >0) >0 .

Oecwpnua 2.5. H Ayopd oev éyea arbitrage av vndpye pétpo Q@ otny F
tw. P=Q ka1 n {S*(t)}te[o,T} efvar martingale ws mpog to pétpo ().

To pétpo @ xahelton 1loodovopo pétpo martingale

Oplopog 2.6. Mia ayopd eivar mAnpns av yia kdOe ouvpfdraio timov dikai-
dpatog (option) vrdpyer éva avtoypnpatodotoUpero yaptopuddkio (t) tétoio
woTE

T
VIT)=A+ / 0(t) dS(t)
0
omov V(T') n anéboon wouv aupPoraiov tny oryun T, kar A évag mpaypatikis
aproucs.
Ocewpnua 2.7. Mia ayopd elvar TArjpes av-v to 1w0o0dUvauo pétpo martingale
Q eivar povadikd.

'Evag dhhog Tpomog yio v detoude 6Tl uior ayopd etvan TAeeS elvon pe T Bo-
fdeta Tou Yewpruatog avanopdotaong martingale xou Touv Yewpruatog Girsanov.H
an6delln undpyet oto [2].

2.4 To povtélo Black-Scholes

Avo onuoavTixéc epyaoiec TNy amotiunon Topoy@ywy etvor auth Twv Black xou
Scholes pe 6vopa The Pricing of Options and Corporate Liabilities(1973)xou
tou Merton Theory of rational option pricing (1973)ot ontolot xdvovtog xdnoteg
umo€oelc Bnoave Eva TUTO XAEWCTAC Hop@hc Yioe TNV amotiunoT Evpwrouxdy
SueotwudTov ,to povtého Black — Scholes ,(etvar ouyvé vo tpocétouy xon To
ovoua tou Merton oto TENOQ).

Trodéoec tou yovtéhou Black — Scholes:

(i) o emtéNI0 Elvon YVWOTO XU GTOERS

(i) To umoxeluevo mpoldy dev amodidel YépLoua

(i17) To mpOldY e pioxo oxoloviel wa YewueTpx xivnon Brown
(iv) Sev undpyel arbitrage

(v) Bev uTdpyEL EMTAEOV XOGTOC Yo TNV CUVOAAAYT| TWY UETOY WY
(vi

vi) évog eTeVOUTAC UTOREL VoL Ay OpdoEL 1 Vol TOUANGEL XOUUATL TNS METOYAC.
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2.5 ABidpopr %vdLVOL amoTiUN oY

‘Apat €YOUPE TO TUPAXATL GUOTNUO Yol Yo oryopd Ue 2 TpoibvTa éva Béfoto to
So xou éva tuyato S

dSo(t) = rSo(t) dt (2.4.1)
dS(t) = uS(t)dt + oS(t)dB;

70 omolo €yel Aoor

2.5 ASBwdpopen xvdodvou arotiunon

270 HOVTENX TTOL YENOWOTOLOUUE YOl TNV UTOTUNOT) ORI YKV BEV BOUAEUOL-
UE YE TO ‘mporyUaTid” Yétpo miavétntoag P, mou yila TNy VPECT) TOU YETOLO-
TOLOUUE EUTEIPIXES EXTIUNACES TWV TUPUUETEWY TOU HOVTEAOL. XENOWOTOI00UE
T0 PETPO adLdpopoL xvdUvVou Tou Yo To cuuBoiilouue ye Q . Av xau auTd To
uétpa elvon SLopopeTind VéAouue dums va etvar 1oodlvapa P = Q , dnhadt| va
OUUPWVOLY Tola evdeyoueva elvon Tiovd vor cupBoly xou ot OyL.

O tpodmog pe tov ontolo Yo xdvouue oty TNV oAloyY| u€teou etvar pe tn Pordela
Tou Vewprotog Girsanov. ‘Ouwe Vo meénel mpwta var avagepolue ot éva
dAho Vewpnua to Radon Nikodym.

Ocedpenua 2.8 (Radon Nikodym ). Eotw (2, F, P) ka1 2 10060vaua pétpa P
, Q.Tdte vndpyer pua oxeddv éBaia Yetikrj tuyaia petapney Z ue E[Z] =1
TETOW DOTE

Q(A):/AZdP VAeF (2.5.1)

n moootnTa Z xahettoan napdywyog Radon-Nikodym.

Ocdpenua 2.9 (Girsanov ). Eotw (2, F, P), pua npooappoouérn otoyaoti-
k1) dwdikaoia O(t) = (©1(t),...,04(t))
Tére opilovue

Z(t) = e~ Jo @B~ [§ 100 du (2.5.2)

t
B(t) = B(t) + / O(u) du (25.3)

0

ka1 éotw Ot 1) Vel
T
E[/ 16(w)|[2Z2(u) du] < oo (2.5.4)
0
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2.6 H Black and Scholes e§icwon

Tére E[Z] =1 ka1 to Q woltar ue

Q(A) = [, ZdP ka1 n dubikaoia B(t) evar d-Bidoatn xivnon Brown ka
martingale kdtw aro to pétpo Q. Emiong n B(t) éyel Tny 1010TNTA Avana-
pdotaong martingale ,6nkadn av to M, elvar martingale oto uétpo Q tote
undpyel ia TpooapooiLévn oToYaoTikn) 01adikaoia ¢ TéTola woTe

M, = My+ [, ¢,dB, t<T.

To Yewpnua Girsanov oy pévo yag divel Ty topdywyo Z Radon — Nikodym
oANG %o toco Yo aAAGEEL 1 xivnon Brown.

Lougwva ye to Yeodpnua (2.9) yio vo unv undpyet arbitrage oto Hoviélo Uog
Yo TEETEL Vo UTdEYEL loodUvopo uéTpo martingale. XNy TEpTTWOT TOU UO-
viehou Black — Scholes mou €youue T0 cUGTNUA

dSO = T’S()dt
dS = puS(t)dt + oS(t)dB
So(t) = e”
S(t) = S0eln=F o
Téte 1) npoeloghnuévn tur e S(t) do ebvon
§*(t) = S0elr= b
Ané ohoxhipwon xotd uépn €youue 6Tt
d(S*(t)) = (u—1r)e "'S(t)dt + oe " S(t)dB; = oe 'S (t)(O(t) dt + dB;)

,6mou O=F—.

And Yebpnua Girsanov éyouue 6t d(S*(t)) = e oS (t) B, 0 onoio xdtw omb
10 100d0VoHo Wéteo Q eivor martingale dpo and to Vewpnua (2.5) oto yovtéro
Black — Scholes dev undpyet arbitrage.

2.6 H Black and Scholes e&icwon

ES¢ Yo mdpe and 1o povtého Black and Scholes otnv Mepixry Awgpopuxr
EZlowon Black and scholes . T va o xdvouye autd Jo ypeelaoTolUe TO
Yewenua Feynman — Kac.
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2.6 H Black and Scholes e§icwon

Oplopog 2.10. O armepootikds yeveftopas piag xpovikd opoyevns owaodika-

olag Ito eivai:

t—0

,x € R.

82

Yy epintwon e GBM wylel 61t L = rs% + $0%s? 5.

Ocedpnua 2.11 (Feynman — Kac). Eotw éu éyouue to npéfAnua Cauchy

oV

V(t,z) € C*([0,00) x R")
V(0,2) = G(x)

H Xon V(t,x) tov napandve mpofAniuatog eivar V (t, z) = E, [eJo cX)ds (X))
Anédaén. H anddeiln undpyel oto [1]. O

Mt SrapopeTins Slotinworn Tou Ywehuatog etval

Oedpnua 2.12 (Feynman — Kac II). Eotw du éwouue to mpdfAnua
Cauchy

ov

V(t,x) € CH*(]0,00) x R™)
V(T,z) =G(x),0<t<T

HAdon V (t, x) tov napandvew npofArjuatos eivar V (t, x) = E, [eftT Xa)ds (X))
Anédaén. H anddeiln undpyel oto [1]. O

[ éva mapdywyo e ouvdptnon amominewuhic G(X) n T tov oto pétpo Q)
Yo etvon

V(t,z) = Eqle™™ G(X)|F] = Eqexle™™ G(X)|l.

Téte and to Yedpnua Feynman — Kac 11 Yo €youpe ot

oV ov. 1, ,0*V
- - — 2.6.1
5 +rxax+20xax2 rV =0 (2.6.1)

1 omola eivon 1 eplgnun eiowon Black — Scholes .
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2.7 Arnotipnon Evpwnaixold Awxoiopoatog

2.7 Arnotipnon Evpwnaixol Auxouodpatog

‘Eotw ot €youue éva BEuvpwnaixd dixalwua ayopds Cry Yyl To omoio Yo -
oyvet oto ypévo T' C(T, x) = max(X — K, 0) .Avixadiotodvrog otny e&lowon
Black — Scholes Yo €youue

oC oc 1., ,0°C

—_— — 4+ = — —rC =0. 2.7.1

8t+m8x+20x8:c2 r ( )
EOxola umopel vor 0el XAmOLOC OTL AV oV TIXTAG THOEL OTNY TRV €E(6waoT
6mou z = 0 Va Beer 61 C(t,0) = 0 ,Vt € [0,T] xou otnVv mepintwon mou To
X — oo Yo toyuér lim (C(t, X) — (X — e TTVK)) = 0.

T—r 00

‘Apa 1 Ao oty e&lowon (2.7.1) ye ouvoproxéc CLVIAXES TIC TOPUTAVE o
tehxr) ouvipen v C(T, X) = max(X — K,0) Yo eivar 1

C(t, X) = XP(dy(T —t, X)) — Ke " TDd(dy(T — t, X)) (2.7.2)
di(T =1, X) = A5 [X + (r+ 5)(T - 1)),
do(T — 1, X) = —A—[BX ¢ (r — Z)(T —1)]

xar @ 1 oLVEETNOT AATAVOUNC TNG TUTOTOLNUEVNC XAVOVIXAG XUTAVOURG.

AvtioTorya yio To Eupwmoixd dixalomuo noinong Yo toyvet ot

Pt,X) = Ke"T®(—dy(T — t,2)) — S ®(—di (T — t, X)).
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3 Kegahaio 3: Apepuxavixd duxalopa

3 Kegaiowo 3: Apespixavind duxolmuo

210 oAU amoTiuNoNg TOU AUERIXAVIXOU DIXOUMUATOS BEV UTEOYEL XATOLOG
xhelotoC TOTOC Yo vo Bpolue T Abom Tou, e eCalpEoT) XATOLEG EWBINES TiE-
EIMTWOoELS. AUTEC Elvol TO oEEXOVIXG Badwua TwANoNg ot drelpo opllovta
X0l TO OUEPLXAVIXG OXUUWUN oY0pdS OTAV TO UTOXEUEVO TEOLOV OEV UmOdLOEL

ugpLoya.
To Oeddpnuo 3.1 xau 1 omddeln elvon ano o [6]. Evd tor Ocwprjuata xat ol
amodeiZelc ota 3.2 xou 3.3 elvon and o [4].

3.1 Apepuxoavind dixalopo ayoeds

Ocwpnua 3.1. H alia evds apepixavikol dikaikduatos ayopds 6mov o utoke-
{uevo mpoidv dev amodidel péprojua efval i01a e aUTI) TOU avTIOTOLOU €UPWTALKOU.

Amdoeién. T va to dei€ouue autod apxel vo detloupe 6Tt 1 TEoeLoPAnUEV Tiun
S*(t) =e "G(S(t) = e "max(S(t) — K,0)

elvar submartingale.

H ouvdptnon max(S(t) — K, 0) eivar xupth, dSnhodn yroe A € (0,1) xou 0 < 7 <
T Loy VEL OTL

G((1 = XNz + Azg) < (1 = N)G(21) + AG(22). Xy nepintwon mou z1 = 0
t61€ €youpe G(Ax) < AG(x)

Fotw 0<oc<t<T 1ot 0<e "9 <1 dbrmour >0.

"Apa
Ele "G (S(1))|F,] > E[G(e =7 S(4))|F
xa amd avicotnTaL Jensen €youue
E[G(e"""7S(t))|Fo] = G(Ele™"*7S(1)|F,]) = G(e ™ Ele ™S (¢)|F,)).
H npoeZophnuévn Ty e " S(t) eivar martingale dpa
G(e" Ele "'S(t)|F,]) = G(e"e ™ S(t)) = G(S(t)).
"Apa
Ele"""9G(S(t))] = G(S(t)) = E[e "G(S(1))] = ¢ ""G(S(1))
xau ebvon submartingale. To t = T Brémouue OTL 1) TWwr Tou evpwTouxo) Yo

AUELIPYEL TNV EYYEVAC TOU OERLXAVLXOU. [l

[ot auTO OTaY €Y OUE AUEQIXOVIXG OLXAlmUO oyORdS BEV CUUGEREL VoL TO a-
OXACOUPE TEMUIA AAAL GTO YpoVOo weluavong 6mng Yo xdvaue pe 1o avtloToryo
EUPOTOUXO.

23



3.2 Apepuxavind dixalowpa TAnong - ‘Aneipog opilovrag

3.2 Apepuxavixd duxalwua toAnong - ‘Ancsipog o-
ellovog

XNy neplntewon mou o ypdvog weluavong T= oo unopolue va Bpodue avohuti-
%3 €vay ¥AEIGTO TUTO Yo TNV a&lar EVOC AUERIXAVIXOU BXAOUTOS TOANoTS.O
Aoyog mou cupfalvel autdg elvon apol T= oo dev pog anaocyolel n ypovixt
oty t oty omola BeloxduacTe aAAd Yévo 1 xotdotaon X otny onola Bot-
oxopaote. 'Etol og autd to npdfAnua ehediepou oplou dev meémel vor AOGoulE
wo MAE odAd piar cuving Suagopux| e€lowon mou eivon mo dxoho.

H no — arbitrage tiuf Tou auepXOVIXO) BIXOULMUATOS TWANONG Elvol

V(S) = sup Esfe (K — S)*] (3.2.1)

OTOU T YPOVOC dloxomhc, T To emtoxo xan S GBM

7 y) (3.2.2)

2
Sy = Spexp(oB; + (r — 5

loyVeL N loyueh WtdTNTa Markov ot €yel ameloooTind YEVEITop
XVEL T LOYET 1 X P Y P

0 5 02

Ls=71s EP +Z 8 5 (3.2.3)
Hopatnedvtog ™y (3.2.1) xou tnv (3.2.2) Brémoupe 6t oo 1 X mhnotdlel to
0 t600 Aydtepo mdavdy eivon va awéniel n G = (K — S(t))". Apa undpyet
woe tpn b € (0, K) tétota dote
tpy = inf{t > 0 : X; < b} va ebvan BéAtioTOC Yio T0 TEOBANUA BEATIGTNS Btoxo-
mhe (3.2.1).
Ané 10 yeyovog ot n S ebvan woyupr| dladixacta Markov €youuye 1o €€fg
TeoOBANUa eheepou oplou

LV =rV,s>b (3.2.4)
V(s)=(K—-5)"s=b (3.2.5)
V'(S)=—-1,s=0 (3.2.6)
V(S)> (K —-9)t,s>b (3.2.7)
V(S)=(K—-9"0<s<b (3.2.8)

omou Yéhouue va Beovue o V, b.
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3.3 Apepuxavind dixaiwpa twAnong - Ilenepacuevog opilovtog

Iapathenon:H edicwon (3.2.4) éneton and To YeEYOVOC OTL YENOWOTOLOVTOG
v oyveh) Wt Markov otov oplopd(2.10) tou amelpooTixol Telec T
Ls=LsV(t,S(t)) —rV(t,S(t)) undeviler o L xou Pyaiver o {ntoduevo.

H eZiowon (3.2.4) eivar wa Cauchy — Euler eZlowon
Dz*V" +raV —rV =0 (3.2.9)

ue D = "72 , Vo éyer Moon e poppric V(z) = aP xou Vo ndpoupe tny e&iowon
20u Boduol
P == 55 =0 (3.2.10)

n omola éyel Moeig p1 = 1 xa p, = —5. Apa 1 (3.2.9) Vo éyer Aoon v
V(I‘) =Cix+ CQI'_%.

‘Opwe agod x > 0 xou V(r) < K 1o C; = 0 xou av AV TIXATAC TY{OOUUE
V(z) = Cox™ D omc (3.2.4),(3.2.5) Yo éyouue éva olotnua 800 Elotoewmy
ue 600 ayvwotoug Cy b, 10 onolo Ya €yel Ao

D, K

C’2_7"(1

n ) (3.2.11)
K
b= (3.2.12)

‘Apa Yo €youue

D/ K )1+%S_% g Z b

xqsu»::{7g+?

(3.2.13)
(K — S(t)* 0<s<b

Ocedenua 3.2. H no-arbitrage tyurj s V(S(t)) and tny (3.2.1) éya timo
kAewoti§ popens tny (3.2.13) kar o xpdros dakonnis T, €ivar fértiotos oTo
mpdPANUd jias.

Anédaén. H anddeiln undpyel oto [4] oto xepdhoo 25. O

3.3 Apepuavixod dixalwupa twAnong - Ilenepacuévog
oeilovrog

‘Otav T' < 00 1 no — arbitrage TWn Yl T0 aueQXAVIXG Bixaiwuo Twinong Yo
elvon 1

V(t,s) = sup E;zle (K — Sp)t]. (3.3.1)

0<r<T—¢
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3.3 Apepuxavind dixaiwpa twAnong - Ilenepacuevog opilovtog

Ed8 agol 1 ouvdptnon xépdoug eivar n G = (K — S(t))" ouveyrc dpa amo
Kegdhowo 1 umdpyel BéATioTOC Ypdvog dlaxorrc tp. Ou €youpe 10 oOVOlo
CLVEYLONG

C={(t,s)=[0,T) x (0,00) : V(t,5) > G(t,s)} (3.3.2)
0L GUVOLO GTOUATNULOY

D ={(t,s)=[0,T) x (0,00) : V(t,5) = G(t,s)} (3.3.3)
o 0 BéltioToc ypdvoe Saxomrc Ya sivor

t5 = inf{(t, s) € [0,T) x (0,00) : V(t,5) > G(t, s)}. (3.3.4)

Ané tnv nepintwon tou drnepou optlovta eidoue 6Tl UTdpyEL Evag PEATIOTOC
yeovoc droxomnnc t, = inf{t > 0: S(¢) < b*} ,xou yia awtd Ghot tor onueta (¢, s)
6mou t € [0,T] xou s € [0,b*] Yo avAixouv 670 D. And autd xon to yeyovéc
6t owvdptnon s — V (1, s) eivon xupth yio t € [0, 7] undpyet o ouvdpTnom
b(t) ,to eheviepo Gplo,yior TV omola Vo toyler ot 0 < b* < b(t) < K o 10
ocbvolo C Yo 1oolTon Ye

C={(t,s) €]0,T) x (0,00) : s > b(t)}
o t0 D Ya ebvor o xhéiotuo Tou
D ={(t,s) € [0,T) x (0,00) : s < b(t)}.

H cuvdptnon t — V (¢, s) do eivon @iivouoa ,apol n G e€aptdrton pdvo omd to
8.
Enione n ouvdptnon t — b(t) Yo elvon ad&ouoa. Agol av tdpouue évo onueio
(t,5) € C xou évat <t Vo éyoupe V(t,s) — G(s) > V(t,s) — G(s) > 0 xa
Yo avrxer xou autéd oto C.
Tote Yo éyouue to e€nc TEOPATUA eheliepou oplou UE dyYVWOTES CUVAPTAHCELS
v V xo b

Vi+ LV =1V V(t s) > G(s)

(
Vit,s) = (K — S{t)" ,s=0(t) (3.3.6

Vi(t,s) =—1 ,s=0(t) (
V(t,S(t) > (K — St ,V(t,s) > G(s) (
V(t,S(t) = (K — S(t)" ,V(t,s)=G(s) (3.3.9

IMopatripnonOnwng xou oty tepintwon Tou dnelpou 0pllovta,ETol xou €66
oy Vet to Blo yioo Ty e&lowon (3.3.5) ahhd Tpo EYOupE TOV ATELWOCTING Te-
Aeoth Lg = %—‘; + LsV —rV.
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3.3 Apepuxavind dixaiwpa twAnong - Ilenepacuevog opilovtog

ITpbétaon 3.3. H ouvdptnon (t,s) — V(t,s) eivar ouveyrhc oto [0,7) X
(0, 00).

Arnédeaén. Oo neénel va delloupe ot
(i) s = V(t,s) ouveyrc oo s
(i1) t = V(t,s) ouveylc oto ty opolduoppa yio s € [sg — 6, So + 6.

To mp®to énetar amd 10 yeyovoe ot n V' xupty ato (0, 00).

‘Eotw t1,ts cxuﬂoapsm tow wote 0 < t; <ty < T, s € (0,00) , xu 7y
o Béhtiotog ypovog Y V(ty,s) xaw 7o = 1y A (T — 72). Aol t — V(t,s)
pdivouoa Va €youue

0 < V(ty,s)—V(t,s)
SEle(K = sXp,) ] - Ele7™(K — sXo,)]
<Ele (K = sX7)" = (K = sX5,)")] < sE[(Xr, — sX7,)"]

02
omou €youue Yéoel X, = eo Bt (r—5)t

Agol (K —2)t — (K —y)t < (y—2)" 2,y € R xou av Yéooupe

Y, = 0B+ (r— 2t

2 ,77. XTI
B[(X, — X,)"] = SB[ 0= F B 7 ] SB[, (11— 22|
T2
— SEXE(L - ") ] = o BXA Bl = _int Vet
— _ ; Yi) . _
= sE[X,,|E[l ogtlglg—ne | = E[X,]L(st — ty).

‘Otav 10 to —t; — 0 10 Xy — 0 xou dpot Lty —t1) — 0. Enopévec deiape 6t
0 < V(ty,s) = V(t,s) <E[Z,|L(st —t1) < se™ Lty — t1). O

H oyéon (3.3.7) ovopdletan Aela mpocapuoyy (smooth fit) xou Seiyver 6Tt ooy
n S ¢tdoel ot0 clvopo tou cuvdrou C IC, umalvel xatevdeioay 6T0 GOVOLO
D. Av 8ev yiver auto, (m.y. n S éyer dhpota ) 1ot 1N oUVIKN owTh Yiveto
Vlec = Glac (ouveyric npocapuoy).

ITgbétaon 3.4. H V ebva mopaywyiown oto s = b(t) xou Vi(t,b(t)) =
Gs(tab(t)) =—1

Anédaén. 'Eotww éva onpelo (t,5) € (0,7) x (0,00) xar s = b(t) . Téte s < K
apol s = b(t) xou € > 0 této10 dote s+ € < K. Tote

V(t,s+¢€) —V(ts) > G(s+¢€) — G(s)

€ €
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3.3 Apepuxavind dixaiwpa twAnong - Ilenepacuevog opilovtog

xo o THEOLUE To Opto Yo € — 0 Va €youue

EASE
ds —

Topo apxel va 6etovue to avtiveto.
‘Eotw mdAt € > 0 xau ypdvog dlaxonhc 7. o omolog ebvor BEATIoTOC Yiot TO

o2
V(t,s+€) xon éotw Sy = e7Bret =)t Aoy Yo éyoupe

V(t,s+¢€)—V(t,s) <Ele (K — (s+¢€)S..)"] —Ele"™(K — s5..)7]
SEle™™ (K = (s +€)8,)" — (K —58.)"1((s + €) Sy, < K))
E

[e7"7 (=€) 57 1((s + €) 5. < K]

And To Yedpnuo xuptaEyUEVNS CUYXMONE XaL TO YEYOVOS OTL T, — 0 xodidg
e — 0,000 b adlouca. Ou €youue

Ele™™ S, 1((s+¢€)S,. < K)] = 1

"Apa
V(t,s+¢€)—V(t,x)

€

< 1. (3.3.10)

xou Oeiope To {nTolduevo. O]
ITpbtaon 3.5. H ouvdptnon b(t) eivon ouveynic xou b(T') = K.

Amooeién. Tlpwta Yo dei€ouue v 6elid ouvéyela. Agol 1 b(t) abEouca 10
0216 bpto untdpyet xou Yo toylel b(t) < b(ty) . Emlong agod 1o D xheioto xou
(t,b(t)) € D yua t € (0,T] tote xou 10 (t4,b(ty) € D. And 1o yeyovoc 6t
t — V(t,s) gdivouoa , b(t) < K yiwt < T xou V(t,5) = G(s) = (K — s)*
oto D rnaipvoupe 6t b(tT) < b(t). Apo n b(t) 8elid ouveyric.

[ v aptotepd ouvéyela, 6mwe ety Yo €youpe b(t—) < b(t). Eotw 6Tt éyouue
onueio aouvéyetog oe xdmoo t* € (0,7) avdaipeto ,onhodn b(t,—) < b(t,). E-
nionc éotw t < t. xu R C C mou opileton and 1o onuela (t,b(t)), (., b(t.—))
, (e, 8) nou (', 8") 6mou s* € (b(t,—),b(t,)).

Eneidf n S éyer v woyvph wiotnta Markov n 'V da etvar C* ot0 C' xon
G elvor C* Xprowonowwviog 1o AZiwua twv Newton — Leibniz V(t,s) € R
€Y OUUE

V(t,s) — G(s) = /b; /b;) Vis(t,u) — Gys(u) dudv (3.3.11)
2
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3.3 Apepuxavind dixaiwpa twAnong - Ilenepacuevog opilovtog

Enedn nt — V(t,s) xa s —= V(t,s) gdivouoec ond tnv (3.3.4) Yo €youpe
Vsszﬁ(rv-%—mv&,) >c¢>0xu Gy = 0.
‘Apa and v (3.3.11) Vo €youpe

/ o !/ 2 ’ - 2
V(t,s)—G(s) > c(s 2b(t) > C(S 2b(t*) >0
6tav t 1 t,. Apa V(t,,s) > G(s') doa (t.,s) ¢ D
‘Atono xou b(t) = b(t—) xou 1 b(t) ouveync xou yiot, =T = b(T) = K.

]

Av tdpa yenorponotiooupe to Afuua tou It6 oty e "V (t + z, Spip) ou Ue
v Bordeto twv (3.3.7),(3.3.8),(3.3.9) , tou Vewpruotog emhextixic otdong
xou ywoo x = T — t nofpvouye v e&lowon

T—t
Vits) = OB GSWD) + K [ e Pau(Se £t + ) du
0
(3.3.12)

xon auTh ebvon 1) early exercise premium anewovion Yt = 0. O npwTtog 6pog
elvon To avtioTtoryo Eupwnouxd dualwua toinong xar o dedtepog dpog elvon To
early exercise premium.

[ s = b(t) xou xdvovtac Ayec mpdéeic Yo mdpouue tnv e&iowarn eheliepou
oplou

K-b(t):e—”—t/o @(0\/;__(log}é(_)z)—(r—%2)2(T—t))dz

T—t 2
B A L CI.
0

(log(5y) = (r = 5 )u)) du

a\/_ b(0) 2
(3.3.13)

omou @ elvon 1 CLVAPTNOT KUTAVOUNS TNG TUTOTOLNUEVNS XAVOVIXY|G XUTAVO-
uric . Tétotou eldoug e€lomoelg AéyovTon Un YeuuUiXES OAOXANEWTIXES EELCMOOELG
Volterra debtepou eldouc.

Oedenua 3.6. HAVon s eflowong (3.3.13) eivar to advopo eetlepou opiov
tou mpoPATipatos BéAtioTng dakomiis (3.3.1) kat eivar povadixry otny kKAdomn Twy
ouvexy avéovody ovvaptrioewy ¢ 1 [0, T — T nue 0 < c(t) < K vVt € (0,7).

Amndoaén. H anddeiln undpyel oto [4] xepdhao 25 cehida 386 O
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3.3 Apepuxavind dixaiwpa twAnong - Ilenepacuevog opilovtog

"Evag tpénoc ye tov onolo Yo unopolooue vo untoloylcouue Ty adio evoc ope-
ELavVIX00 BXUMUATOS THOANONG Vo Tay Vo Beloxape aprduntind tn cuvdptnon
ehelepou oplou amo TNy (3.3.13) xou yetd agou yvwplloude tnv okio Tou o-
vtiototyou Evpwnaxol Ya Beioxaue to {ntoduevo and ty (3.3.12). Evdeuctixd
utor epyaoio Tou To xdvel autod etvon 1 [8].

Euelc uwg Yo yenowonoicoude o cuvniioyeveg uedodoug yior voo AOoou-
UE TO TEOBANuUS pog. Autég elvon uédodol 6EVBEwV,UEV0BOL UEPIXMDY BLUPORIXWY
e€lowoewY xot u€Y080L TEOCOUOLOCEWY,TwV omoiwy TN Yewpla Yo dolue oto
ETMOUEVO XEPAALO.
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4 Kegpdiawo 4:Apduntixeg Medodol

4  Kegpdrowo 4:Aprduntixeg Medoool

Y10 xe@drono outd Vo avahlcoupe T PEYOB0US TOU UTOROUUE VoL YETOLUO-
TOLACOUKE YLOL VO OWOOUPE UId TEOCEYYLOTIXH AUoT Tou TEOPBAAUATOC. MTNV
evotnta 4.1 Yo dolue T0 Slwvuuxd Loviého xou mo cuyxexpwéva to Cox,
Ross , Rubinstein . Yty 4.2 o avardoouye Tic Ue000UC TEMEQUCUEVWY OLo-
popnv xou otny 4.3 Yo avapepYolue 0T0 TG UTOPOVUE Vo YENOYLOTOLCOUUE
uédodo Monte-Carlo yua aepuxovind dixonmuata. Avaiutixdtepa 1 dewpio Tou
o yenotponothoouue undpyet yio v 4.1 ot [5],[9] Ly Ty 4.2 ot [9],[10]
xou oo Ty 4.3 ota [9],[11],[12].

4.1  Awwvupixd povtélo

To o amAd HOVTENO TOU UTOPOVUE VO Y PTNOYWOTIOW)GOUNE Yo TNV anoTiunor ot-
HUOUGTLY EfVaL TO BIWVUIIXOG HOVTELO. 2TO OTolo CEXIVAUE oo Lo apy x| TiUn
So %o oTNY UECKG EMOPEVT Yeovixh) oTiypr auth 1 olio Yo .oolTon pe Spu 1)
Sod ya xdmoto mdavotnto p 1| 1 —p avtiotorya. Autd Yo oy e yio xdde x6uo
TOU DEVTPOU X0 GTY) GUVEYELXL AVEAOY X UE TO EIDOC TOU BLXAUMUATOS TOU EYOL-
UE UTOPOUUE VoL EQUEUOGOUNE TOV avTioToyo alydprluo anotiunone. (2oThoo
Yior vor xoTaevo\oOUUE xoAUTERa T Vewpiot Tou LovTéhou pag Yo avohdooulE
OTNV 0EYT TO OLWVUULXO UOVTENO LG TEQLODOL ot PETA Vo emexToolue GTO
UOVTEAO TOAAATAGY TEQLODMY.

4.1.1 AVUULXO LOVTENO WULOG TERLOBOUL

270 HOVTELO Wag TEPLOOOL UTdEyouY B0 Ypovixéc oTiypée nt =0 xan t =T
Oa Eexvdue pe apytx) T Sp xou Yo umtdpyouv 6Vo Tiovd eVOEYOUEVAL 1) Vol
ow&niel auTr 1 TWH XoTE Plal TOCOTNTAL U ,UE TWIAVOTNTA P xou Vot €yel T Sou
1 vo ewwdel xatd d, ye mdavotnta (1 — p) xon va €yel tph Sod. T var uny
urdpyel arbitrage Yo TEETEL Vo IOYVEL O TAUEAXATE TEPLOPIOUOC

d<et <u (4.1.1)

AvtioTorya n anédoon V' evog duonwuatog Yo umopel xon autd var TpeL 1) T
i V(Sou) = Vi, § V(Spd) = Vg pe tic avtiotoyyee mdavétntes . Opwg yu
VO TO TYWOAOYNOOUUE Vol TEETEL VO XATACKEUACGOUNE EVAL YUPTOPUALXIO amtd ¢
UéeT Tou TEwToYEVOUS TEOiGVTOS Xot P uéer and To Tpoldv ywelc ploxo. O
meenel N adion auToL TOL YapToguAuxiou oTo yedvo T vo oot e Ty olia
g anbdoone Tou dixaumpoatoc. Apoa V(Sr) = ¢ + ¢St xou Yo ndpouye autéd
TO YPUUUIXO CUCTNUA

$Sout+v =V, (4.1.2)
¢Sod + 1 =Vy
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4.1.2 Atwvupixd LOVIEAO TOAA®Y TEQLOBWY

%0 oy T0 AOCOUUE w¢ TRog ¢ o ¥ Yol Tépouue

Vu - ‘/d
. uVu - dVd
Y = e (4.1.4)

AvtioTorya 1o (B0 Yo mpéner va 1oy leL xan oty ypovxh) otiyury t = 0 . "Apa
€Y OUUE

Vo= ¢S+ e " (4.1.5)
WO AV TIXAIHOTOVTAC
Vo=e T (qVy+ (1 —q)Vy) = e "TEL[V(Sy)] (4.1.6)
61OV ) ST
¢=— (4.1.7)

O mocédtnteg ¢ xou 1 — g Yo ebvan o mbavoTnTe adLdpopou ploxou mou yenot-
UOTIOLOUUE YLoL TNV ATOTIUNOT) OLXAUWUATOY GTO DLWVUULXO LOVTEAO.

4.1.2  Awvopixd LOVIEAO TOAA®Y TEPLOBWY

Topo avti yio 800 ypovixée otrypés Yo éyouue o didotnua [0,T] to onolo Ha
T0 Olauepiooupe o UixpoTepa (oo BlaoTrdaTa amd Toug yeovoug 0 =1y < t; <
- <ty =T, 6nou t; = 0tj xou 0t = T/N. Emlone to mpoidv ywelc ploxo
Yo petadAieton ue otadepd puiud xatd et H apywery okior Tou uToxeluevou
mpolovTog Yo ebvan Sy xon TV yeovixr otiyur| t; Yo loobTon e

Sj == ijj,1 (418)

/ 7. /7 / 7/ / /7 /
omou 1 §; ebvan oxohoudio amd aveldptnteg Wodvoueg Tuyaieg METUBANTES Xou
loo0ToL [E

u, € mavéTnta
& = a D (4.1.9)
d, ue mavétnral —p
Tl Yo TEETEL VoL Loy Vel yiow var unv €youue arbitrage
d< e <u. (4.1.10)

‘Apa oe xdde x6pPo tou dévtpou (s;,t;) Ya €youe
SL]':SOUidj_i ,i:O,...,j,j:O,...,N
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4.1.2 Atwvupixd LOVIEAO TOAA®Y TEQLOBWY

Auto mou pag pével va xdvouue ebvar vor utohoylooude Tic TocOTNTES U, d, g.
OENoulE TO BLWYUUIXO UOVTEAOD Vo Vol Lol XOAT) TEOGEYYLOT) TOU UOVTEAOU
Black-Scholes

dS =rSdt+ cSdB;.

Av Zoxvhoouue and S; xou YeTE amd wxped 0t Vo €youpe OTL yior TNV Tuyaio
UeTHBANTY Seysr Vot Loy e

St+6t r—o?

log( S, )~ N(( 5 )ot, o2 ot) (4.1.11)

xou amd WiotnTee Tic hoyoptduic xotavourc [9]

]E[St+5t] _ bt (4.1.12)
St
o S
Var| gét] _ 627~5t(6025t —1). (4.1.13)
t

Ané 1o Suwvuuxd povtéro Va toylet Ot
E[St1st] = quS: + (1 — q)dS; (4.1.14)
xol
Var[Siysi] = E[SE 5] — E*[Siysr] = SP(qu® + (1 — q)d?) — S7e*™. (4.1.15)

E&io®vovTog Tic GYEELS Yiol TIC UECEC TYIES XAl TIC OYEGELS YL TIC DLUXUUBVOELS
Tadpvoupe 0o edlonoel. H tpltn Yo elvor 1 u = L 6nou xo o THEOUNE TO

d
uovtého CRR(Cox, Ross, Rubinstein).

Ané tic (4.1.12) xou (4.1.14)

erét —d

S,e™t = quS, + (1 —¢q)dS; = q=
u—d

(4.1.16)

xou oo Tic (4.1.13) won (4.1.14)

SthQrét(eaZét . 1) _ SE(un + (1 _ q)dz) . St2€2r5t
o0 Ot+2rot qu2 +(1- q)dQ
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4.1.3 ANyo6prdpog anoTiunong AREpXaviX®Y ALXOUOUATOY

VTG TOVTOC TO ¢ Yol TPOUUE

er&t_ ) erét_d u2€r(5t_u2d_|_ud2_d2€r5t
1— d? =
a—a Tl ) w—d
rét(,,2 _ g2\ __ _
_e (u? —d°) dud(u d):e“”(u+d)—ud
u_

X0 YENOWOTOLWVTOG U = é Yo xataAHEouue oTny Topaxdte eéiowon
2
u2€'r'6t o U(l + 627’5t+a' §t> — 67“5t — 0

OTou i TS Ao ebvan 1

(1+ €2r5t+025t> + \/(1 4 2rot+o?5t)2 _ ferdt

266'r6t

u =

uropoVe va dei&oupe[9] xdvovtac xdmoteg amhonotfoelg 6Tt Yo Tdpouue

:ea\/&
d=eV0

—6r5t_d
1= —a

Eneldy| to emtoxio 1 xou 1 UeTaBANTOTNTO 0 vl YVWo TEC ot o Tardepéc TocHTN-
TEC, O OYEON PE TOV YPOVO,Va TIC EQUOUOCOUNUE O OAO TO DLWVUILXO BEVTRO.
"Eva oo to peydha tAcovex Tidato authg Tng HeYodou ,extodg amd TNy anAoTnTd
e, ebvon 6Tl av Thpouue To N — 00 1) 6 TOY Ao TIXT| BLadtxacior Tou Yo Tdpouye
Yo ebvan par yewuetewy| xivnorn Brown ,6n\adn to povtého Black-Scholes [5].

4.1.3 AMyopripog anotiunong ApeptXavixmy AlXoUOUATOY

Agob €youpe oploetl Toug xOuBoug pag xou £youue Beel TIC TUPUUETEOVS UTo-
POUUE VOl XUTUOUEUAGOUUE TO BLwVLUXO 0évtpo. Emeidr) éyouue auepixavind
Ouxaiepo Yo meénel oe xdie xo6uBo xou oe xdde ypovixr oTLYUr| Vo EAEYYOUUE
YLOL TO OV HOG CUMQEREL 1) TIOWLUT] oXNOT| 1) Oyl ZEXVOVTISC antd TNV YPoVIXT
otyur| wetpavong 1" Yo €youpe

‘/;7]\[ = max(K - Si,Na O)

XN ouveyel Yo mpEmel TNyalvovTag TEog To Tow GTO YEOVO VoL GLUYXEIVOUUE
avadpoUxd Ty ey yevN ala Tou Bixaumduatog (dnhadh v o&io dueone doxnong)
ue v o&io ouvéytone. ‘Apa yia anueio (7, 5) Vo éyouue

Vij =maz(K — S;j,e " (qVig1 j1 + (1= )Vij1))-
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4.2 TlencpacUEVES BLALPOPES

4.2 llemepacuéveg SLopopEg

Mt dAAn TpocEyyion tng Aoong Tou TEOBAUUTOS ATOTUNONG OLXAUOUSTLY €-
tvan o apriunTney uedodwy ot UEPIXES BLapopég ECIOMOELS. TNV epyacia
outy| Yo acyorndolue e T u€Vodo TETEPUOUEVLV DLUPORMY.

YN ouvéyeta Yo avahboouE 3 BLUPOPETIXES UEVOOOUG TETEQUOUEVLY BLOPO-
ewv Tig: dueon Eupeot xou Crank-Nicolson. e autd Tou Slagepouy elvat 6TO
Twe Yo tpoceyylcouue oe xGUe Uia TIC UEPLXES TIOROY ()Y OUC.

Euelc Yo yenowonoicouue autés Ti¢ Tapaxdtey TeooeYYioel:

poc ta eumpde dragopd (forward difference )
oV Vip,; = Vi
or ox
Ipoc ta tiow Bragopd (backward difference )
oV Vi =Viay,
ox ox
Kevtpwt| dtopopd (central difference )
oV Vipy; = Vi
Ox 20x
[t Ty dedtepn Tapdywyo
PV Vigy; —2Vig+Vicay
or? (0x)?
[ uTohoyioTinoUg Adyoug Va yeetaoTel v pedoupe To TAEYUo 6To omolo Yo
dourédoupe. Apa Vo mpénet va Ppolue par T Spmax GEXETE UEYEAT OOTE 1|
S(t) vou unv umopet va Ty @tdoet oo didotnua [0, 7] ahhd xon oyt utepBolixd
ueydAn ol Yo urtoroyiCouue onueior Tou dev Vo ag evdlapépouy.
Ou éyoupe Y axdrouvldn diopépton yia o Théyua (S, 1)

S=idS, i=0,....M

t=qt, j5=0,...,N
Telury cuvinxn oto t =T Yo ebvan

Viy = max(K —i65,0), i=0,...,M
X0l GUVOPLUXES

Vo= Ke "W=9%t 5 —0 N
Vi, =0, j=0,...,N
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4.2.1 '"Apeon pédodog

4.2.1 ’Apeor pédodog

Xty dueon pedodo Vo yenoWOTOACOUUE TNV TRO¢ Tol Tow dLapopd yia TO
YEOVO t X0 TNV XEVTPIXY| YLl TO S .
‘Apo Yo €youye:

Vii—Vi Vier; —Vieyy 1 Vier; —2Vij+ Vi

J—1 . 2 ¢ o2
5 Lo v
5r TS gpg Tt 552 Vig

Enedr] n dpywe tun mou Yo éyouye oto mpoBinud pog Yo ebvon yior TV ypovixt
otwypny t =T xou Yo wyabvouue xde @opd mpog ta Tow.
‘Apa Yo Eeywplooupe tar V; xon tar Vj_q xon Yo ndipouye

Vijgsr=aiViea; + 51“/;,]‘ +%Vig; (4.2.1)
6ToU

1
a; = 5575(022'2 — 1)

1
ﬁi =1 §5t(02i2 +7")

Vi = %575(022'2 +7i)

‘Eva and tor mAcovexthwato tng Yedddou authc elvon 6Tl Yo vor uTohoyloouye
0 V-1 apxel va Aoooude Ty mopamdve e&iowon xo Oyt XATO0 YRUUUXO
oUCTNHO OTIWE TEETEL Yt Yt EPUEDT) HEY0d0.

Qot600 1 PEYodog Vo Véhape vo etvan eucTtadnc xan var €yel xoAt| axpifeta.
Yty dueon n evotdleta Bev 1oy el TAVTA XAl OTIC TEQLTTAOOELS Tou Loy Vel Yol
TEEMEL VL EYOUUE apXeTd xpd Brida 6t , 0s [9] yior va €youde xahn oxpifeto To
omolo elvor uTtohoytoTind axpy3o. o autd Vo tpoTiuricovue wa uuest) uEdodo.

4.2.2 'Eppeorn pédodog

XNy €upeon pedodo Yo yenoLIOTOWCOVUE TNV TTROS TA EUTPOS BLapPoEd Yol TO
YEOVO t X0 TNV XEVTPIXY| YLl TO S .
‘Apo Yo €youye:

Vije1 — Vi

Vierj —Vie; 1 Vier; —2Vij+ Vi

J 5 _'25 2 — -
AT Y- I U 552 Vi
‘Apo méht Vo Eeywplooupe ta Vi i1 e to Vi j Yo éyoupe
Vi + BiVij +7iViger; = Vijn (4.2.2)
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4.2.3 Mé9odo¢ Crank -Nicolson

OTIOU TP oL ToEAUETEOL Hog Va bvor

a; = —%515(02@'2 )
Bi =1+ 6t(c?* +7)

1
2
Qotwoo twpa Yo TEENEL 08 xdVe yeovixh OTLYUr| tj41 VLo VO ToUE OTN t; Vol
AOCOUUE TO TUEAXATE YEUUUIXO GUCTNUA

Vi = —=6t(c%® + ri)

Bo Yo %,j
ar B m Vi,

as B2 Yo Va,

ap—2 Bu—2 Ym-2 VM—Q,j
Qpr—1 ﬁMfl_ _VMfl,j_

Voj+1 aoVo,;
Vij+1 0
B Va1 :
Vi—2,j+1 0
| V1541 ] | Yavr—1Varj ]

H éppeon pédodoc eivan pror evotadric pédodog xou mapéyet o xoy| oxpifeta]9].
61600 o GAAT wedodog N omtolar ebvan xou auTH eusTAdfC XaL EYEL XOAVTER
oxpifBeta etvon 1 Crank -Nicolson .

4.2.3 MéJodoc Crank -Nicolson

H pédodog Crank -Nicolson eivar évag cuvduacudg Twv TEONYOLUEVGDY BLO.
IIo cuyxexpéva Yo tdpoupe TNy dueot uédodo TN yeovixr oTiyur| t; xow Ty
gupeon TN yeovxr) oTiyun ti—1 , Vo Tic TpocVEcoupE oo HEAT xon Yo Tdpoule

Vijg = Vig—1 | Vij = Vij o Viey = Vi o Virj-1 — Vicij
: : ’ ’ 0S : ’ 0S ’ ’
st T s 25 255
1, Vigerjo1 —2Vijaa+ Vi1 1. Vier; —2Vi; + Vi
- 552 5] 5] 5] - 2552 5J 5] 5]
by 552 Ty 532
=rVij1+1Vi (4.2.3)

& Yo €youue
—o;Vic1jo1+ L+ B)Vijo1 — viVigrjo1 = aiVicaj + (L + Bi) Vi + viVisaj
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4.2.4 EniAuoY YROUUUX®OY CLUCTNUATOY WE TN BoRdeia
EMAVAANTTIX®OY REVOSWY

oToL
Lo oo .
a; = Zdt(a i© — i)
1
Bi = —5575(022'2 +7)
1
Y = Zdt(a2i2 + i)

xon WAL Bor €youpe Evar yoauuxd cOoTNU VoL A\OGOUUE

AV = AV
1 Bo  —0 171 ‘/O,jfl |
- 1-=081 -7 Vij—1
—ay 1—=[2 7 Va1
—ap—2 1=Pu—2 —Ym—2 V2,51
i —Qp—1 1-— 5M71_ _VMfl,jfl_

(1+8  +% Vo,;
+or 1+01 4m Vi

tas 148y +7 Va

+apr_9 1+BM—2 +Ym—2 VM—QJ
tapm—1r 1+ Bu—1]| |[Va-1,]

4.2.4 Ernilvon yeouuxey cUCTNUAT®Y UE T7] foRdcia enava-
MTTXOY ReVOdWY

[ty emiAuom evog yeauuixo) GUG TAUATOS ,TO VL Y PTOULOTOLAGOUNE Uta pédo-
00 omwe 1 anorowpy) Gauss eivan apxetd oxp3d utoloyiotixd. [o avtd Yo
Yenotponotiooude eravalnrTixés pedodouc e popphc ot = G(2F) | otig
omolec yvwpeilovtag T ouvdpeTnon G xon LEXWVOVTAC A6 Lo ARy XY TYY x(O)
, emavohapBdvoupe T pédodo uéypet 1 dapopd xF T — ¥ var etvon apnetd pixph
1 av €youv yivel k emovarriders.

‘Eotw 611 éyouye o ypopuuxd cbotnue Az = b,6mou A évac m X n nivaxoc,q

eva 1 x n dudvuoua xan b Evar 1 X m SLévuouaL, xoL AVTIXATUC THOOUPE TOV Ttivaxol
A =M — N, 6mou o M évag elxoha avTio TREPYIOC TVorag YLor Vo YATWOOUUE
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4.2.4 EniAuoY YROUUUX®OY CLUCTNUATOY WE TN BoRdeia
EMAVAANTTIX®OY REVOSWY

umohoytoTxd yeovo. Tote Yo ndpouye
(M-—N)X=b=
Mz =(M—-A)z+b=
v=(I—-M"'A)x+M"'b
TOL oG OONYEL GTO TUPOUXETE ETAVIANTTIXG Ty U
2 * D = (1 — M A)z® 4 M

Av ¥éoovue B=1— M1A | z* tnv mparypotixd) Tif TOTE Yio T0 opdhUaL TNg
ued6oou Va oy el

e =g — 2" = Be* + D' — Ba* — D' = B(a* — %) = Be®

‘Apa

lim e® = lim B*e©
k—o0 k—o0

['vwptloupe 6TL yio vor toydet klim B* = 0 9a npéner p(B) < 1 [10], 6mou p
—00
1 gaouatxr oxtiva Tou mhvxa B. ‘Apa 1 emavoknmuixt| pédodog Yo cuyxivel

av-v p(B) < 1.

T drapopeTinég peodoug Tig Talpvouue Blahéywvtag Yo Tov M xdmowa oyéor
UETAED Tov Tvdxwv D.L.U mou eivon 0 Slaydviog ,0 auoTned XETe oL 0 ou-
oTNEd dve TEtYwvxog mivaxag tou A. Euelc Yo ypnowonotjcouus uio tpo-
romomuévn wopeh e uedodou SOR(Successive Overrelaxation) yio awtd Yo

SlohéZouue

M:lD—L
w

xan 1) pédodog Yo ylvel
D

k+1) _ (J — L)_l((é ~1)D +U)z™ + (g L)™'

2

xal To 1-00T6 oTtoyelo z; Vo elvon

i1 N

w .
xEkH) = a:E’“’ + a_n'(bi - ; aijajg-kﬂ) — ; aijxg-k)), i=1,...,N
Eniong, unopel xdmotog va Sei€et 11 1 pédodoc auth ouyxhiver yorw € [0, 2][9].
Euelc ouwe yio vor ehéyyoupue xdie @opd Yo memiun doxnon Yo yernoiuonot-
fooupe wo tpontontoinon tng SOR tnv PSOR( Projected Successive Over-
relaxation) ot Vo dovue ot cLVEYEL Twe TNY Vo TNY EPOPUOGOLUE YioL TO
OUEELXAVIXO DLXOLLUOL.
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4.2.5 E@opuoyn oto Apepixavixd dixaimpo

4.2.5 Egappoyr oto Apepixavixd dixaiwpa

[t Ty amotiunon Tou aueptxavixol Sxoumuatog Twinong Yo yenowonotioou-
ue ™ wévodo Crank -Nicolson . 261600 Aoyw g mewwng doxnong Yo npénel
oe x8e (s;,t;) vo ehéyyouue ov aliler va aoxfooUUE TO Bixodwyo TOTE 1 OYL.
Apa Yo éyoupe V;; = max]V;;, K —i0S]. ‘Ouwe otn Crank -Nicolson 9o
TEETEL Vo AUVOUPE e Qopd Eval Ypuuuixd GUGTNHA TO OTOlo UTOAOYIG T
elvon 036, Tmdpyouv apxetol TEOTOL YIa VoL TO AVTHETOTICOUUE aUTO OUWLG,
epelc Yo yenowonothoouue wor uédodo yohdpwone v PSOR ( Projected
Successive Overrelaxation),n onota eivor 1 pédodoc SOR pévo nouv xdie popd
Yo TEETEL VoL EAEYYOUUE Yol TEOLUT dOXNOT).

O Yécoupe we

Voj-1+ Vo
0

bj = Ag‘/] + op .
0
xan Yo €youue To Yeouuxd cvotnua A1V = b;.
Oa YEeNOWOTOLNCOUUE TO TAUPUXYTE ETAVAANTTIXG Gy U
" i-1 N
VI =VE =D eV =Y apV), =1 N
v j=1 j=1
xao EAEYYwVTG Xde popd yio TNV Tewydn doxnor Yo £youpe:

w
VST = maz(K, Vs + 1——50([)0 — (1= Bo)Vo; — Vi)

vyior=1,....,.M —1:

VAT = max(K —i6S, V5 +

w
Vi 175 (@ VEL, 4+ b — (1= BV =%V )

xou yo s =M —1

Vit = max(K — (M —1)6S, Vi,
w
+ m(aM—lvﬁtlz,j + b1 = (1= Bar-1) Vi)
Yy opyr| unodéoope 61t 1 dtopépton twv S trnudtwy [0, 17,[0, Spq.] Vo yiver
ue otodepd Bripa. Towe pio xahitepn TpocEyylon Yo HTo Vo YerNoLHOTOL0VCUUE
npocapuooTixd (adaptive ) Briuc tou Yo to Beloxouue Bdon xdmolou xprtnplou.
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4.2.5 E@opuoyn oto Apepixavixd dixaimpo

[a v oOyxhon tne PSOR, av xdvoupe Tic €€Ag avTixatooTioelc otny e-
¢iowon Black-Scholes :

2 2
S=Ke* t=T— *27 q:—z
o o
2T
V(S,t) =V(Ke", T — —) =u(z,7)
o
T 1
u(z,7) = Kexp{z — (7 + a)7ty(e, 7).

xau Yo mdipovue TNV eioworn Tng didyuone Tng YepuodTNTAC

oy _ Oy
or  0r?
xo 10 TEOBANUS uag Yo yivel:
& Ty g)=0
or o2V VT
0
( y32y>—07 y_g>0
T o

y(2,0) = g(x,0), 0<T7~
limy(z,7) = limg(z, 7)

OTOV

- ]_ 2 x s’
o) = erp{(C 21 4 dg)r) maxfeton) - o700 o)

Eqapuolovtag tnv Crank — Nicolson Yo €youue vo hocouue to e€rg mpofBinua
Ay—g>0, y>g, (Ay—b"(y—g) =0

Ue b Ti¢ cuvoplaxEg cuvITxeC.

Oevpnua 4.1. Eotw A € ROV*0=D gyietpinds ka1 Jetid opiopévog
tivaxag ka1 b, g € R™™! téte n axolovdia mov opiletar and tny uédodo PSOR
y*) quyidiver oty tpaypatikiy Aon tou rapardve tpoPARaTog

Anéoeitn. H anddeiln Beloxeton oto [14] O
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4.3 Mé9odoc Monte-Carlo

4.3 Mé&Yodoc Monte-Carlo

H teheutaia tpoceyylotind pedodog mou Yo dolue eivar 1) llpocouolwaon Monte-
Carlo . Xty mo amh\y| wopey| tng Yo meénel vo oplcouue 10 Yo oTov onolo
Yo BouAEPOLUE, Vo xAvOUUE Lo Tuy ol BELyHaTorNplor Téve GTO YWEO AUTO Xou
0TI CUVEYELX PE Tal BElYUATO TOU €YOUNE TIHPEL VoL EXTINACOUUE To {NTOVUEVO.
O Nouog twv Meydhov apriuamy yag eyyvdtor 6t 1 extiunon nou Yo Beodue
Yo ouyrhivel 0Ty TearypaTiX Ty , 6Toy aLEAVETAL O APLIUOS TV BELYUATWY.
Enfong, ané to Kevipind Oploxd Ocmpnua unopolue va Bpolue To o@dhua tng
exTlUnome Tou xAvaeE.

To evdiagépov pe tn uédodo Monte-Carlo etvar 6Tt eved TepLéyel TNy ‘TuYUOTN-
To , UTOPOUUE VO TN YPNOWOTOW|COUUE Ol YL VIETEQUIVIO TIXE TROBAYUaTL.
Apxel vo umopole vor o LETATEEPOUUE XATIAAT AL

‘Eotw 611 9€houpe va utohoyicouue T0 OAOXAHROU

[z/olf(a;)da:

and ) Vewpio MIdavothtwy yvweillovpe 6t I = E[f(U)] émou n U tuyaia
LeToBANTA Tou oxohoulel Ty opotopopen xatavour| oto (0,1). Tlapdyovtag pa
axohovdio {U;} amd ave€dpTnTo Tuyaior SElyHaTa TG OUOLOHOPYNS XATAVOUTS
UTOPOUNE VoL UTOAOYICOUUE TO BELYUOTIXG UEGO

Zf(Ui)

xau a6 tov Ioyupd Nouo twv Meydhwy Aprducv da €youue 6Tt

I, =

S|

I=lim I,

n—oo

Av 1 f elvon TeTpaymvind ohoxAnpwoturn xa 9écouue

o]%:/ol(f(x)—l)zdx

TOTE TO GPIAUN I, — I 9o axohoudel TPOCEY YO TG TNV XAVOVIXT] XAUTAVOUT |UE
uéon Ty 0 xon TuTiXY| amodXAoT) \U/—%

To peydro mheovéxtnua tne pedéoou Monte-Carlo etvan 6Tt pududg olyxhiorg
e elvon O(n_l/Q) xon Oev eCopTdTan amd Tr BidoTact Tou TpoPfAfuatoc. T
QUTO , EVG OF ATAL TEOBANUUTA WY DO TAOEWY UTOREL Vo evon TEOTLUOTE-
PO VO YENOWOTOWOOVUE GAAEG pedbddoug, oe mepimhoxa TEOPAAUNTA TOANGDY

42



4.3.1 Arotipnon Apepixavixol dixauwuatogc we Monte-Carlo

Sl Tdoewy etvar Toh) midovd 1 xahOTepn emhoyT) vo ebvon i uédodoc Monte-
Carlo .

Av ¥éhoupe va Bertiwcoupe T u€Bo66 Uag UTOEOUUE Vol aUEACOUUE ToV aptiuod
TWV BELYUTWY ,TO oTolo OeV elvol TOAD amoTEAEOUTIXG YiaTl OG0 AUEAVETAL TO
n 1600 Vo perdveton o puiude Pertiwone. Mo autd elvor TpoTpdTERO 1) Vot
UELWOOUUE TN a]% 07O OElyH UAC YPNOWOTOLOVTOS O €CUTVES TEYVIXES OELy-
wotohndiag 7 v yenowonotjoovue quasi Monte-Carlo . Apxetd avolutind
UTtdPY 0L Xat oL BVo TepttTwoel ota [9],[11].

4.3.1 Arnotipnon Apepixavixol dixauwpatoc ke Monte-Carlo

Ed Yo avahboouye tn pédodo mou mpdtewvay ot Longstaff xou Schwartz
uévodo ehaylotwy tetpayhveny Monte-Carlo (LSM-Monte Carlo).
‘Onwe xan o xde pédodo Monte-Carlo Yo mpémet oty opyr var dnutoupyicou-
ue To tuyabo wovordtia S, émou j =0, ..., M 1 dwuepion tou ypdvou xan Si;
Yo elvor 1 Ty TNV oTiyun tj oto povordti i = 1,..., N. ©<houye va unoho-
yioouue .

V;(S)) = maa[l;(S;), Ejle V1 (S41)15)]]

6mou 1o 1;(S;) = max[K — S5;,0].To npbBinuo mou €youue otar opeptXavL-
%4 Suconmpato efvon OTL OTaY PEIOXOUACTE TNV YEOVIXT| OTYUr| T; OE €va and
ToL MOVOTLYTLL \Sj DEV UTOPOUNE VO YENOWOTOACOUUE TANPOQPORIEC amtd UeANO-
viéc TWéc Tou povornatiol outol. Autd mou Ho xdvoupe euceic etvon dtL Yo
EXTYWHOOUPE TNV BeoUEVUEVT péon T pE TN Poriela xdmolwy cuVAPTACEWY
Béone i (S;),l =1,..., L. Eyeic Yo ypnotuonothoouue oav Baon to ToANUGVUHL
{1,5,. SG} Emn)\sov umopoUUe va SloAéEoupe To toAudvuda Laguerre , ta
Tco)\ucbvupot Hermite 1) Tory @VOUETEXES CUVUPTACELS Xt Vol TROUUE ToROUOLY
AMOTEREGUOTOL Y10 TNV TEQITTWOY) TOU OHERIXAVIXOU BIXAUMOUATOS Twinong[12].
‘Apa Yo €youpe

F(isty) = Ejle™V;41(S511)155] ZO%SZ '

To Bden oy Yo o uTohoyicoupe pe ) Borlela TN YU S TOAVDOEOUNONG
mnyadvovtag Teog To Tiow 6To YedVvo.

Trnv otyuhy t =T = Mot Yo €youye
Vn(SiN) = maz[0, K — S;y].
Autég ot Tipég Vo ebvon ou petaBintég amdxpeiong Y xon o snsinynpangég METO-

Bantéc X Yo ebvon ov Tipée S; v—1 TV ypovu otyun j = N—1. Qc Fy_1(i;t)
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4.3.1 Arotipnon Apepixavixol dixauwuatogc we Monte-Carlo

Yo elvon 1) TEoPAeTOUEVY TWH| amd TNV Tohvdpounor. ‘Apa Yo €youpe

L
—rit -1 .
e "“'maz(K — S;n,0) = E NSy 1+ €, 1E€IN.
=1

Aev ypedleton va Yenoluonololue xdde Qopd Gho Tal LOVOTETLOL OAAS UOVO olU-
6 ot omola o Sixoiwua TV otyur outh oyber 6t K > S (in the money
). O Aoyog mou eMAEYOUUE UOVO oUTE ToL LOVOTIETLOL Efval OTL GE AUTE €Y OUUE
vo. amogocicoupe av Yo aoxfooupe To dadwua 1 Oyt Evey ota ahhd dev pag
CUUPEREL VOL TO 0o iooUKE. AUTS TO XQELTHELO AéyETal moneyness xal BEATIOVEL
aEXETE THY ambdoon e wedddou [12] xon Yo ouufoiiCouye T0 UTOGUVOLO CUTO
ue to povordtia wg Iy—1. ‘Eyovtag Beet tn deoucupévn Yo T yio Ty Ypeo-
Vi) oTiyUY| ty—1 UTOPOUUE VU ATOQPIUCICOUUE oV G CUUPEREL VO AOKTCOUUE
T0 Owodwpa 1) Oyt oLYXEIVOVTOG TN THY QUTYH ME TNV TN TNG dUEOTS doxnong
ToU Yo xde povordtt To omolo etvar in the money . Enavohaudvouue tnv (dia
dadcacior Tyoalvovtog Tow 6To yedvo Uéyel Vo €Yl Tpocdloplo TEL yia xdle
HovoTdTL 1 BEATIO TN oTRUTNY WY doxnoNg O xAUE YpovixY| GTLYUr).

[ vo Beolue v o&ior Tou aep@aviXol Bixonmuatog Yo EEXVHCOUUE amo
™ yeovix) oty T uéyper vo cuvavticoupe o xdle YOVOTETL TOV TEMTO
YEOVO BLOUXOTAC X0 TOEVOUUE TNV TEOECOQPANUEVT] TWT Amd TN YEOVIXT CTLYUY
doxnong oto 0. Iafpvoviag 10 pEco 6po OAWY TWV YovoTatiwy Yo Peolue To
{ntolyevo.

[t obyxhion g Pedodou €youpe TNV ToEoXdTw TEOTACT.

ITpbtaom 4.2. I'a menepoouévn emhoyr) v M,A xa to didvuoua 6 €
RL=DaM 6, AVTITEOOKTEVOLY T oTadepEc Twv M cuvapthcewy Bdong oe
x&e and e L — 1 ouyuée npdiune doxnone xon LSM (w; M; L) ov tyuég
mou Yo mdpoue 6tay 1) adior dueonc doxnong Tou dxoumuatog etvon VeTinn xou
ueyohitepn # fon and v F(i;t;_1) . Téte oyeddv Béosa 1oyvet 6t

M
1
> lim — .
V(X) > lim — ; LSM (w;; M, L) (4.3.1)
Anddaén. H anddeiln undpyel oto [12]. O

Iapathenon:/Apa n olio ToU FUEEXOVIXOU BXAUGUATOE TOL Vol UTOAOYIGOUUE
ue ™ Bordeia Tng uevddou LSM Vo elvon médvto uixpdtepn 1) {on tng mearyua-
e o&log V(X). H yenowdtnra tne npdtacng elvor 0Tt pog diver €va avTixel-
UEVIXO xpLThpto Yo TNV oUyxAor. Me tn Borleld Tou unopolue v mpocdio-
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4.3.1 Arotipnon Apepixavixol dixauwuatogc we Monte-Carlo

plooupe TwV aEluOY TwV CLVAPTACENY BAoTC TOU YEELCOUACTE YLa VoL €Y OUUE
s o3| TeocEYYLo).

[t xahOTepn xatavonon tng uedddou umopel xdmolog va dta3doeL To Topddetyo
Tou dwoove oty epyacia Toug ot Longstaff xou Schwartz [12].

M o avohuTixy| TEpLYpopT| TOU YEVIXOU TEOBAAUNTOS ATOTIUNONG OUEQLIOVL-
AWV OLXAUOUATWY XU TG UTOPOVUE VoL BEATIOC0VUE T1) Yeodo oe mo Tepitho-
XEC MEPINTWOELS UTdpYEL oTo [11].

45



5 Kegdhaio 5: ApLunTixd anoTeEAECUATA

5 Kegdhowo 5: Aptuntixd anoTEAECUAT

Ye autd to xepdharo Vo cuyxpivouue T YeHOBOUG TOU AVUAUCUUE OTO Xe-
@pdrono 4. Ou yivouv e tn BoRdewa e yAwooag Python. To anoteléopata
mou Vo SoUUE TapaxdTey xou €L 1) ToyUTNTOL 0ETOVVTAL TOGO ATO TOV HWOL-
%o ToL €y0upE YedEL 660 X amd TOV UTOAOYLOTYH GTOV 0Tol0 EXTEAEGTNXE O
xwowoac. Etvor moAd mdovd vo undpyouy xahOTEEOL XWOOIXES amd aUTOVC TOU
Yo yenowonotfooude yior autd ebvon xahOTEEO var TOUUE OTL BeEV GUYXEIVOUUE
TIC UEVOBOUS , AAAGL TNV EQUQUOYT| TOUG UEGH ATO TOUS XWOXES AUTOUC.

‘Eva mpofinua mou €youde vo avTyletwnicoupe eivon 6Tt dev yvwplloude v
TQOYUOTIXT TWT) YLt VoL CUYXEIVOUUE TOL ATOTEAEOUOTA TV MEVOOWY UE AUTAY.
[ autéd Yo ypnowwonoicoupe cov T obyxptone (benchmark) to anote-
Aéopata mou Vo Thpoude amd To BLwVUPWXO YovTtélo yia N moAd peydho. O
Aoyoc mou Yo To xdvoupe autd ebvon Yol yvwpllovye 6t 6tay N — 00 10
SLwYuUIx6 pwovtého mpooeyyilel To poviého Black and Scholes .

5.1 20YxpLom TV ATOTEAECUATWYV

[ apyy| Yo cuyxpivouye Tor amoteAéopota TwV HEVOOWY Yia DIAPOPES TUIES
v tapopétewy S0,K xou 0. To SO Yo to ndpouye yia tic tpée {10,25} xou
yioe xéde o Ty Yoo tdpoupe dopopeTind K TETOW WOTE Vol DOVUE TIG TEQL-
ntwoerc K — S0 < 0 (out of the money), K — S0 = 0 (at the money) o
K — S0 > 0 (in the money). To o Yo to dolpe yo Tic Twée {0.2,0.4,0.6}.
[ mparypotin” Ty Yol YeNoULOTOLGOUNE TO AMOTEAECUN OO TO OLVUULXO
uovteho pue N=20000.

[a to Suwvuuxd povtéro Ya ndpovye N = 1000 Briyato v T0 yedvo,YLo
™ pédodo memepacuévey dlapopey N = 100 ot Slouéplon Tou yeévou xaL
M = 500 otn doépion tou S xou yioe T Monte Carlo 100000 emovahriderg
xaw N = 50. Auth n emdoyn v dlaucploswy xa Tov enavorfleny ebvor
oaudaipetn ,aAAd ot cuvéyela Yo dolue Tooo peydho Vo mpénel vor ebvon auTd
YL VO €Y OUNE Lol XUAY) TTROGEYYLOM,.

Iapathenon:Ou tiuéc mou naipvouue and 1N wédodo Monte Carlo etvan Tu-
yoiec xan xde popd Yo €youpe BLUPOPETING ATOTENETUAL.
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5.1 Y0YxpLon TwV ATOTEAECUATWYV

S0 K o CRR LSMC CN —-FD
aflo LGl NV afia oGl aflo S INTIe]

10 0.2 2.0 0.0 2.0 0.0 2.0 0.0
10 0.4 2.35533 -0.0003 2.35427 0.00103 2.35312 0.00218
10 0.6 2.95479 0.00002 2.95335 0.00146 2.90495 0.04986
10 10 0.2 0.57982 0.00006 0.57885 0.00104 0.5796 -0.01771
10 10 0.4 1.32939 0.00017 1.32068 0.00888 1.32823 0.00133
10 10 0.6 2.0773 0.00031 2.06926 0.00835 2.05533 0.02228
12 10 0.2 0.12494 -0.00006 0.12562 0.00074 0.12459 0.00029
12 10 04 0.73117 -0.0001 0.73451 0.00344 0.73035 0.00072
12 10 0.6 1.47139 -0.00019 1.46677 0.00443 1.46218 0.00902

20 25 0.2 5.0 0.0 5.0 0.0 5.0 0.0
20 25 0.4 5.88834 -0.00009 5.91557 0.02732 5.8833 0.00495
20 25 0.6 7.38697 0.00006 7.37174 0.01529 7.26364 0.12339
25 25 0.2 1.44955 0,00017 1.45166 0.00194 1.44936 0.00036
25 25 0.4 3.32346 0.00045 3.32344 0.00047 3.32135 0.00256
25 25 0.6 5.19325 0.00078 5.20052 0.00649 5.13976 0.05427
30 25 0.2 0.31236 -0.00002 0.31201 0.0002 0.31187 0.00034
30 25 0.4 1.82792 -0.00026 1.84118 0.01352 1.82684 0.00082
30 25 0.6 3.67848 -0.00048 3.69009 0.01209 3.65704 0.02096

ITivaxag 5.1: XUykpion twv tpidv dwagopetikdy pnelédwy ya éva apepikavico
dikaiopa twAnong ya didpopes tiués twv S0, K, 0 pe p = 0.06 ka1 T' =1.
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5.2 TayOtnta Twyv Kedodwy

HopatnedvTag o amoTeEAEOUATO UTOPOVUUE VoL CUUTEQEVOUUE OTL xal 1) U€dodog
Crank-Nicolson xou Least Square Monte Carlo npooeyyiCouv ixavonointixd
™V TporydoTer o&lo EVOC UERXOVIXOU BIXALOUATOC. §0TOCO EXTOC amd TNV
opiBeta Twv YeVHOmY pog evolapépet xat 1 Ty Ot ot autd yiar vor umopolue
VoL TIC 0LUYXPivoLUE 6woTd Vo TEETEL Var SoUUE GTOV (Blo YedVo TL arnoTeréoUaTa
Bydlouv.

5.2 Toybtntat Tewv puedodwy

Xy apyy| Yo dolue TG0 Yeryopa cuYXhivouy xou oL TeelC Yédodol oty ‘Teay-
wortuer] olor xou 0T cuvéyela Yo BolpE TOGO AAAALEL O YPOVOS oV AUEACOUUE
Tov aptlud TV Bnudtony 1 Twy emavalidewy. Ou €yel To dixalwua apytxr Tun
S0 = 50, ) aoxfoeng K = 50 ,otadepd emtono r = 0.1, petofAntoTnta
o = 0.4 x T=1. H "mporypatuey allo ioobton ye 5.979139420186129 xou tnyv
umohoylooue pe v Pordeia Tou diwvuuxol povtéiou ye N = 20000. T
™ wédodo Crank-Nicolson to ypnowonoijoovue w = 1.5 , tol = le — 5 xa
M = N. Evo yw tn Least Square Monte Carlo Yo €youue M=100000.

N ‘ CRR LSMC CN — FD

ofo Gpdhua Ypovog ofo oS Ypovog a&io oS Ypbévog
20 5.93829 -0.04085 0.00200 5.93573 -0.0599 0.43938 5.81416 -0.16498 0.02451
50 5.96193 -0.01721 0.00898 5.94144 -0.02684 1.20799 5.92568 -0.05346 0.11123
70 5.96743 -0.01171 0.02493 5.9259 -0.02205 1.66212 5.94278 -0.03636 0.18666
100 5.97088 -0.00826 0.05089 5.92451 -0.03903 2.96028 5.95437 -0.02477 0.31663

ITivaxag 5.2: Ta arotedéopata twr tpidy Oagopetikdy uedddwy ya éva auepi-
kaviko orkaiowpa nAnons pe tpés SO = 50, K = 50,7 =0.1,0 = 0.4 ka1 T' =1 yua
didpopes Tiuég twv N, omov to opdAua elvar n) dagopd (e Ty mpayupatikn’ Tun kal
0 Xpovos elvai o xpovos mov xperdletal yia va ektereotel n uéfodog .

[t pipée Twég Tou N onwe BAénouye and tov mivoxa 5.2 xon oL Teelg uédodol
€YOUV Lol GYETIX XoAT) axpifela xaL 0 YeOvog oL YEEtdCoVTaL Yiol VoL TOAY ok
Toromndolv xou ot Teewg eivon apxeTd uxpdc. ‘Ouwe 1 uédodoc Monte Carlo
pabveTan vou YeeldlETOL CUYXEITIXG UE TIC GAAEC DUO OPXETH TEPLOGOTERPO YPOVO
xow VoL ) TETUYodVEL par xohr) oepiBeta.
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5.2 Tay\tnTta Twv ®edodwy

Accuracy of the methods

6.02
6.00 4
@
(=]
£ 598 Fecrep==ofod======cokocootdoooooe oo o=
c 1 L
E —
: /;T
5.96 4 i
=== Real Value
5.94 1 —— Crank-Nicolson
Monte Carlo
—— Binomial Model

T T T
0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5
N steps(50:50:1000)

Yy 1: Metafoln) tng aiag evis apepikaricod Oikaidpatos twAnong oe oxéon
pe tov aprud Pnudtwv N oto ypovo. Me SO =50, K =50,7r =0.1,0 =04,T =1

Ko amd 1o téooepa oyfuata etvar Eexdiopo otL 1 xokltepn pédodog etvar to
OLLYUUIXO HoVTEAD o GOYXELoT UE TIC dAAES BLO pedodouc. Amod ta oyruata 1,
2 xou 3 odvetan OTL Exel TNV xaAUTEEN oxpiBela xou amd To oyrjun 4 OTL elvan 7
mo yeryoen. ' tn uédodo Crank-Nicolson qaivetan var €yel par xar| axpifeia
X0 CYETXE XOVTH UE AUTHY TOU BLwYUULX0) HoVTEAOU .AAAG 0 YpOVOC TOU YpEL-
dleton yio vo mparypatoomniel ebvan TeplocdTEROC 0md AUTOY TOL YEEWICETAL TO
OLwvuUx6 povtéro.Io tn uédodo Monte Carlo dev gofveton va undpyet Peh-
tiwon oty axpiBeia 660 audvouue o N and ) Tur 50 xan Tévew. Apa yio T
uédodo auth Bev ypedleTon Vo TalpVoupE oYETE peydAo N Lagol dev meTuyo-
tvoupe 1okt oxpifelor ,eved TopdAANAGL AUEGVETOL XL O YEOVOS TEAYUATOTOINoNG
™e.
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5.2 Tay\tnTta Twv ®edodwy

Accuracy of the methods

0.04

0.02 4

W [ e = e e ot e o o oy e oS . e e s 2 e =

)

—0.02 -

—0.04 —— Crank-Nicolson
Monte Carlo
—— Binomial Model

T T T
0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5
N steps(50:50:1000)

Yy 2: H dapopd twv nebddwy pe tnr mpaypatikny’ tiun oe oxéon pe tov
apuo wwv Pnudtwr N oo ypovo. Me SO =50, K = 50,r =0.1,0 =0.4,7 =1.O
Tués avdpeoa and TS dlakekopéveS Ypapués elvar to ovvolo [—0.001,0.001].

Ané To oyfuata 5 xou 6 @abveton 6TL Ye TV adnon Tou apriuod TwV EToVo-
AMJEDY Vol UEIOVETOL TO GPIAUOL oL VoL GUYXAVEL OAO XL TILO XOVTA TEOC TNV
‘mearyporti” Tiwr 1 Monte Carlo . Mdhiota and tigc 42.500 enavahriec xou
UETA TO OQAAUe o amOALTY TY| TEploplleTon xUplg OE TWES UXEOTEPES TOU
0.05.Evé and 1o oyfjue 6 o ypdvoc mpoyuotonoinonc tne auddvetal oAld dev
PTAVEL PEYSAES TYIES.
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5.2 Tay\tnTta Twv ®edodwy

5 1077
5
g
- h""""-—._,
—— Crank-Nicolson
10-3 4 —— Binomial Model
—— Monte Carlo
T T T T T T T L |
10° 103

EyAue 3 To Aoy-opdAua twv pelédowv. Me SO = 50, K = 50,7 = 0.1,0 =
04,7 =1.
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5.2 Tay\tnTta Twv ®edodwy

Computational Time

1204 — Crank-Nicolson
Monte Carlo
—— Binomial Model
100 -
80
o
[1H]
(73]
T 60
E
=]
40 A
20 1
_—-'-'_-_.--.-.-_'—
0 -
T T T T T T T T
0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5

N steps(50:50:1000)

Yy 4: Xpovog mov xperdletar yia tov vrodoyiouo tng a&lag evog apiepiikavikov
Oikaidpatos TwAnong oe oxéon pe tov aprud twy Pnudtwv N oo xpovo. Me SO =
50, K =50,7=0.1,0 =04,T =1 .

Aol eldoape mwg petadihovTon xon ot Teelg YéVodoL o Oyéon UE T Ypovixy ,
Ywewxr Slopépton xon Tov aptiud Ty enavalfeny, eluacte oc Véon va Bydiou-
ue xdmota cuumepdopata Thve ot autég. H pédodog mou gafveton vo €yel Ty
xohOTepn axp{Bela oe oyéom xou UE TOV YPOVO TOU YEEWCETAL YLl VoL TOAYUa-
ToromnVel ebvar 10 Bwvupxd yovtého. ‘Eve 1 uédodoc Least Square Monte
Carlo dev @tdver v axpifeia Twv dAAwY 500 PedOdWY aXOUAL XAl VLol AEXETY
VMAG apriud emavolenmy. ‘Oung Yo TNV Topoywyn TwY TUY oY LOVOTUTIOY
OEV YENOHOTOOUUE TEYVIXES Uelwong Tng dlauomopde mou Va etyav odnyroel
oe xoAUTEPa amoteréopota. Eve yio Ty meplntwon tne Crank-Nicolson xpa-
THoaue oTadepd oe GAOUC TOUC UTOAOYIGUOUEC TOU XAVOUE TO w = 1.5 xou 10
o@dhpa TN emovaAnmTxfc uedodou tol = le — 5. O unopoloaue vo elyo-
ue umoloyloel To BéATIoTO W Yiar To onoio Vo ypetaldTay Vo YIVouy AyOTERES
emovolfiderc xon Vo elyape pia mo ypryopn wévodo.
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5.2 Tay\tnTta Twv ®edodwy

Convergence of Least Square Monte Carlo

6.025 1 -—- Real Value

—— Monte Carlo

6.000

5.975 A

5.950 -

Option Price

5.925

5.900 ~

5.875 A

5.850 -

T T T T T T
0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5
M simulations{5000:5000:100000)

YyApe 5: Metafodn) tng a&lag evog auepikavicol Sikaiduatos mwAnons vroAoy-

opévo and tn uédodo Least Square Monte Carlo o€ oxéon e tov apidué enavanpewy
M . Me SO=50,K =50,7r=0.1,0 =04,T7 =1, N = 50.

Accuracy of the Least Square Monte Carlo

0.050
—— Monte Carlo
0.025 4

0.000 4

—0.025 1

Error

—0.050 +

—0.075 A

—0.100 +

—0.125 A

T T T T T T
0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5
M simulations{5000:5000:100000)

Yynue 6: H dwgopd tns Least Square Monte Carlo je tny mpaypatikn’ tiun oe
oxéon pe tov apiué twv eravaknpewv M oto xpdvo. Me SO = 50, K = 50,7 =
0.1,0 =04,T =1,N = 50.01 tiués avdpeoa and TS O1aKEKOUUEVES YPAULES €lval
0 oUvodo [—0.001,0.001].
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5.3 MetafBoln tng alog evog dixaumpatog o oyéon pe ta K
r,o

Computational Time of Least Square Monte Carlo

—— Monte Carlo

time(sec)

T T T T T T T T
0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5
M simulations{5000:5000:100000)

YyAue 71 Xpovos mov ypedletar yia tov vrokoyond s a&lag €vos apepikavikov

O1Ka1OHATOS TWANONS o€ oxéon ue Tov aptiud twy enavaAmpewy ya tn Least Square
Monte Carlo . Me SO =50, K =50, =0.1,06 =04,T=1,N =50 .

5.3 MeroBorn tng a&ilog EVOC BIXAUDUATOS COE CYECT)
we o K r,0

X1 ouvéyelo o 5oVUE TS HETOPBIAETTOL 1) 0ol EVOS UUEQIXOAVIXOU DIXOUMUATOG

OE OYEON UE TO EMTOXIO T, TN UETAPANTOTNTA ¢ xan T Twn doxnong K. T

10 Owvupxd poviého N=1000, yix tn Crank-Nicolson N=100,M=500,w =
1.5,tol = le — 5 xou yioe Tp Monte Carlo  N=50 »xou M=100000.
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5.3 MetafBoln tng alog evog dixaumpatog o oyéon pe ta K
r,o

—— Crank-Nicolson
7.5 . Monte Carlo
—— Binomial Model

7.0 A

6.5

6.0 +

Option price

5.5

5.0 A

4.5

T T T T T T T T
0.025 0.050 0075 0100 0125 0.150 0.175 0.200
interest rate

Exhua 8: Awdypappa petaforns tng a&lag evog apepikavikol S1KaidUatos TWANons

o€ oxéon e To emTokio ka1 Yia TS tpels petodovs ue SO = 50, K = 50,0 = 0.4,T =
1.

/7 /7 / /4 / / / /
[ v mepintewon tou emitoxiou 1 and o Xy nua 8 BAénoupe 6TL 660 auEdveTtal
TO ETUTOXIO TOCO UELOVETAL 1) a&lol TOU BIXOUMUATOC.
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5.3 MetafBoln tng alog evog dixaumpatog o oyéon pe ta K
r,o

—— Crank-Nicolson
15.0 Monte Carlo
’ —— Binomial Model
12.5 1
S 10.0 1
a
=
e
= 7.5 4
=]
5.0 A
2.5
0.0 ~
T T T T T
0.2 0.4 0.6 0.8 1.0
volatility

Sy 9: Aidypappa petaforns tng a&lag evog apepikavikol S1KaidUatos TWANons
o€ oxéon ue tn petaPAntotnta kar ya ts tpeis pedodovs pe SO = 50, K = 50,7 =
0.1, T =1.

[Ma v mepintwon e petoBAntéTnTag amd 1o Lyfua 9 galvetar 6TL 600 Au-
EaveTon 1 PETOBANTOTNTY TO00 awidveTan xan 1 o&ior Tou duconwuatos. O Adyog
mou cupPoivel auTo efvan eTELDY) 600 TO PEY AT Elvan 1) peTABANTOTNTA TGO THO
mdavd elvon To uToxeluevo ayotd vo mdpel o oxpales TwéS. ‘Apa eivan To
Tdovo vou TdpeL YUUNAOTERES TUIES XAl VO AOXTICOUPE TO dixakwuo e ueYahiTe-
eo xépdoc. Koatl mohl evdlagpepdy mou delyvel autd To didypauuo efvon 6Tt 1
uédodog Crank-Nicolson qatvetar var Belvel SLopopETIXG ATOTEAECUATA OO TIG
GAAeC BUO UeVOBOUC Yiol UEYTAES THIES TOU O.
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5.3 MetafBoln tng alog evog dixaumpatog o oyéon pe ta K
r,o

12 + —— Crank-Nicolson
Monte Carlo
—— Binomial Model

10 A

Option price

2 - T T T T T T T T
42.5 45.0 47.5 50.0 52.5 55.0 57.5 60.0
Strike price

ExAua 10: Awdypapja petaforns ng afiag €vog apepikavikol 61kaidUatos TwAn-
ong o€ oxéon pe tn Tun doknons kar yua tg tpes petdodovs pue SO = 50,7 =
01,0 =04,T =1.

Auté mou mapatnpolua amd to Lyfua 10 elvar 611 600 avgdveTon 1) T doxin-
ong Tou duxaunuatos K toco auddvetar xou 1 olio tou. Autd elvon avauevouevo
APOU 1) CUVEETNOT ATOTANEWUNS TOU GUEQIXOUVIXOU DXOUMUATOS TWANONE elvol
maz(K — S,0).

57



5.4 EAe0Ocpo 6plo

5.4 Eiebdepo oplo

Téhoc Yo cuyxpivouye to eheliepo Gpto b(t) mou mopdyetar and Tic pedddouc.
‘Onwe anodei€ope xon oty Evotnta 3.3 Yo npénet to b(t) va etvon pio ab€ovoo
ouvdptnon, Aela , xou yio b(t) = K.

Free boundary

50.0 4 === Sirike Price == === e e e e e e e e e e e e e e e e ———————
—— Crank-Nicolson

47.5 - Binomial Model

45.0 1
Continuation region

42.5

S¢

40.0

37.5 4

== ’ Stopping region

32.5 1

0.0 0.2 0.4 0.6 0.8 1.0
Time

Syuwa 11: Audypaupa eAedlepov opiov ané g pebsdovs Crank-Nicolson , kai
vk povtélo. Me SO =50, K =50,7r=0.1,0 =04, T =1 .

"ot to Suwvuuxd povtero yenowonotfoopue N=10000 xou yioe Ty Crank-Nicolson
N=200 xor M=1000."Evw yio tn Least Squares Monte Carlo yenowonowicoue
N=100 , M=100000 o emavordBoue tn dradacta 100 popéc xou mhpaUe TO
UECO 6RO TWV UTOTEAECUATOV.

58



5.4 EAe0Ocpo 6plo

Ané 6t napatneolue and to Sidypauua 1 ouvdptnon b(t) mou malpvouye and
TIg Yevddoug dtwvuud povteho xau Crank-Nicolson wavorolel tig wbidtnTeEg
mou anodeifape oto Kegdhawo 3.H ocuvdptnon eivon adfouca xon oylel 6Tt

1}ilrr%b(t) = K. Enionc , 600 auidvouue tov aptdud Prudteov dlouéetone tou
—
xeovou N xau tov aprduod Brudtwy dtauéeiong Tou yopou M yio Tnyv tepinto-

on g uedodou Crank — Nicolson, 1660 mo helo Yo yiveton 1 ouvdptnon b(t).

Evoupépov €yel var dolue yior Tic Yedddoug diwvuuixd povtéro xon Crank-
Nicolson tn yetafBorr| tou ereliicpou oplou oe GYECT UE HATOLL CUYXEXQUIEVOL
ueyedT), 6mwe To emitoxio T xaL TN UETABANTOTNTA O.

Free boundary with relation to interest rate

Binomial Model Crank-Nicolson

50 4 — r=0.15 50 4 = r=0.15
r=0.1 r=0.1
—— r=0.05 — r=0.05

45 - 45

35 4 35 4

30 4 30 +

T T T T T T T T T T T T
0.0 0.2 0.4 0.6 0.8 1.0 0.0 0.2 0.4 0.6 0.8 1.0
time time

ByApe 12: Awdypaupa petaforng edetifepov opiov oe oxéon e to emitokio r and
g petooovs Crank-Nicolson kar dwwvvpiké povtédo. Me SO = 50, K = 50,r =
0.1,0 = 04,T =1 ,N=10000 prjpata otn oapépion tou xpdvou yia To 61wy UUIKo
povtédo , N=200 ka1 M=1000 ya tn 61a)4ép1om TOU XPOrou Kai Tou Xwpou avTiotorya
yw tn) Crank-Nicolson .

Ané To Bidrypauua Tapatneolus OTL UE TNV abénom Tou emToxiou, augdveTon ot

1 cLVdETNOT Tou EAeUVEPOL oplou. Apa Vol TEETEL VoL AGHCOUYE TO YE1Y0Rd
T0 Oxakwpo Tou €YOUUE , ool UewwveToL 1) Teploy ) cuvéytong C.
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5.4 EAeVOepo 6plo

50 4

45 -

40 4

SF

30 4
25 4

20 4

YyApe 13: Awdypappa petaforng eAedepov opiov o€ oxéon e tn petaPAntétnra
o ané s puevévous Crank-Nicolson kar diwvvuiié povtéro. Me SO = 50, K = 50,7 =
0.1,0 = 04,7 =1 ,N=10000 Brijpata otn dapépion tov xpovouv yia to O1wy UMLK
povtédo , N=200 ka1 M=1000 ya tn 61a)4ép1om TOU XPOrou Kai Tou Xwpou avTioTorya

Free boundary with relation volatility

Binomial Model

Crank-Nicolson

35 1

— 0=08
0=0.4
— 0=0.2

50

45

40 1

SF

30

251

20

35 A

— 0=0.8
0=0.4
— 0=0.2

T T T T T T
0.0 0.2 0.4 0.6 0.8 1.0
time

yw tn) Crank-Nicolson .

[ v tepinTwon e PETUANTOTNTOS , UTO TIOU ToEAUTNEOVUE elvor 6Tt 650
au&dveTal 1 HETUBANTOTNTA , TOCO UEWWVETAL 1) LVEETNOT EAEUVEPOL Oplou. Apa
QUEAVETOL 1) TIEQLOYT) CUVEYLONG X UOC CUUQEREL VO XPATHOOUNE TEQIGOOTEQOD

TO OWodeUL.
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6 Kegdhaio 6: Yvpnepdopata

6 Kegdiowo 6: Xvuncpdoypota

Ye auth) TV gpyacta acyoAINxoUE YE TNV ATOTIUNOY TOU AUEQIXAVIXOU OL-
HUOUUTOS TOANONG. DTNV oY1) AVUPEQUANUUE CUVOTTIXG GTO UoINUOTIXG L-
moBadpo mou ypeetdleTon Yo T HovIEAOTOINGT TOL TEOBAAUATOC auTO) oL 01N
ouvéyela amodel€aue OTL LTdPYEL YPOVog BEATIOTNG Blaxomhc. §doTéo0 Yo ToV
uToAoYlouO TG oliag excivr TN ypovixy) oTiyur 0ev LUTdpyel TOTOS XAEIGTAG
HOPYAC, YLl UTO Xou EUE(C YENOWOTOW|OUUE TIC TEEWS T Bacixég uedddoug
TOL UTGEYOLY YIoL TNV TEOGEYYLON TNG TYWAC AUTHC, ot omtoleg efvar To BLewvu-
uxod Hovtéro, 1 UEV0BOC TEMEPUOUEVWY BLIQORWY Xt 1 Teocouoiwor Monte
Carlo . Y10 Kegdhowo 4 tic avarlooue Yewpntind xou oto Kegdhao 5 Tig
OLYXEIVAUE (G TEOC TO YEOVO TOU YEEWCOVTaL Yiol THY ATOTUNOY) TOU OUERLXO-
VIXOU BIXOUMUATOS X0l TOCO %o TEooeYYIlouy TNV TEoyUaTIXT| T
Acilope OTL oxoua xou Ylor ixeY| SLUEPLOT) TOU YPOVOU ol TOU Y(OEOU XoL O
Teelc p€Yodol mpooeYYIlouy IXUVOTOINTIXG TNV TEAYMATIXH T ,0AAS 1) YEL-
eotepn o oyéon ue v axplBeo Arav n Monte Carlo ,xdti mou mepiuévope
wog xou 1 o&log TG QoivETon OF TO TOADTAOXOL BIXAULOUNTO XAl OE TONUBIAO TO-
Toug yweoue [11].Evd oe oyéon ue tov vnokoylotixd ypeévo mou yeelaleton
660 auédvoupe Tov apriud dopéplong Tou yeovou N 1 yelpdtepn eivon n Crank-
Nicolson ytat{ mapdhhnha audvoupe xou Tov apriud dlouéptone Tou yweou M.
"ot Tov UTOAOYIE TN YEOVO TOU YEEWALETOL GE OYEDT) UE TOV 0Pl TWY TEOCO-
wooewy yio T Monte Carlo 1 Swupopd etvor anodnte|, adrd oyt ueydhn. Ouwg
etvan Eexdoipo 6Tt 1) xahOTERT Efval TO BLWYUULXO HOVTEND 0ol TETUYYALVEL T1|
xohOtepn oxpifelor xou ypeialeton To AyOTEQO YEOVO Yo Vo Tearypotonotniel.
Ye mpoAiuata ueydhwy dtootdoewv(> 5)[11] Adyou e "xotdpa tne dtooTo-
TxotnTac” n pédodoc Least Square Monte Carlo etvor povédpouoc.

e xde uedodo mou YENOWOTOW|CUUE UTEEYOUY TEOTOL Yid Vol BEATIOCOUUE
oYL UOvo TNV oxpifBeta, aAAd xan Tr Ty OTNTE TOUG.

[ty mepintwon Tou Siwvuuxol ovtéhou Yo umopoloaue Vo elyoue yenoLuo-
TOLAGEL €VOL TROCUPUOC TIXO UM Yl T1) BLUUEQLOT| TOU YpOVOU, OTIOU GE XAmoLa
onuetor var pog apxel vo €youle Yeydho Briua, eve o xdmota dAlo vor VéAouue
EVOL JEXETE UIXPOTERO.

"o tnv Crank-Nicolson xon €8¢ Vot umopoloope vou elyoue ¥ ENOHLOTOLOEL TRO-
CapUOCTIXG BHUa YLo TIC OlopeploElc Tou Ypdvou xou Tou yweou. 'Emong, dev
eldape xadohou Twe emNEedloOLY 1) TUEGUETEOC AVOYNC XUl 1) TOQGUETEOC Yo
Mpwong o v axp{Bela xan ) Ty dTNTAL TNG uEVGO0U.

[t uédodo Least Square Monte Carlo Vo prnopoloaue va elyoue yenouo-
TOLACEL XATOLEC TEYVIXES UEWONEC TNG OLUGTIORAC Yiol VoL TETUY oUVOUE Xk TERX
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6 Kegpdlawo 6: Yvunepdopata

ATOTEAECUOLTAL.

‘AMec uedodoug mou Vo uTopOVCUUE VO YETOWOTOOOUUE €lvar 1 Yédodog
TWYV TETEPUOUEVOY G TOLYEIWY ot VEUPWVIXE d{XTUOL.
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A" Tlogdetnua

E86 umdipyouv 6ot oL xMdixeS oL yenotontolinxay oTny pyasia TN YADO-

oo Pyhton.

1) Awwvopixd poviého

def Am(SO,K,r,sigma,T,N,plot : bool ):
import numpy as np
import math as m
import matplotlib.pyplot as plt

#S0 starting price of the underlying asset
#K strike price

#r constant interest rate

# sigma volatility

# T time of maturity

# N number of time steps

#plot if True shows plot

#Grid and parameters definition

dt=T/N

u=np.exp (sigma*m.sqrt (dt))
d=1/u
p=(np.exp(r*dt)-d) /(u-4d)
q=1-p

dis=np.exp(-r*dt)

#calculation of the nodes
S=np.zeros ((N+1,N+1))
for i in range(O,N+1):

for j in range(0,i+1):

S[il[jI=S0*(u**xj)*(d**(i-j))
S[S==0]=np.nan

V=np.zeros ((N+1,N+1))
V[-1,:]=np.fmax(K-S[-1,:1,0)

#early exercise check
for k in range(N-1,-1,-1):
for 1 in range(0,k+1):

Vlk,1l]l=np.fmax (dis*(p*V[k+1,1+1] \
+q*V[k+1,1]) ,K-S[k,1])
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if plot ==False:
return (V[0,0])

S[S==0]=np.nan
SF=np.zeros (N+1)

#free boundary plot
for i in range(N,-1,-1):
for j in range(0,i):

if abs(V[i,jl-K+S[i,jl)<le-10:
SF[i-11=8[i,j]

SF[SF==0]=np.nan

t=np.linspace(0,T,N+1)

return(Vv[0,0],SF,t)
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2) Mé90do¢ Least Square Monte Carlo

def LSM(SO,K,r,sigma,T,N,M,plot):
import numpy as np
import time
import math

#S0 initial price of the underlying asset
#K Strike price

#r constant interest rate

#sigma volatility

#T time of maturity

#N diamerisi xronou

#arithnos troxion

#sample paths generation
dt=T/(N)

St=np.exp((r-sigma**2/2)*dt \+sigma*np.random.normal (0,np

.sqrt(dt) ,size=(M,N))).T
St=np.vstack ([np.ones(M),St])
St=50*St.cumprod (axis=0)
dis=np.exp(-r*xdt)

Iv=np.maximum(K-St.T,0)
CF=np.zeros_like (Iv)
CF[:,-1]=Iv[:,-1]
SF=np.ones ((N)) *K

for i in range(N-1,0,-1):
InMoney=np.where(St[i,:].T<K,)
XD=St[i, InMoney [0]]
L=np.zeros ((6,1len(XD)))
L[0,:]=1
L[1,:]1=XD*x*1
L[2,:]1=XD*%*2
L[3,:]1=XD*%*3
L[4,:]1=XDx*x4
L[5,:]1=XDx*x*5
L[6,:]1=XD**6
YD=CF [InMoney [0] ,i+1]*(dis)
A = np.linalg.1lstsq(L.T, YD, rcond=None) [0]
Cv=A @ L
IV=np.array (K-XD)
index=np.where (IV>CV)
InMoney=np.array (InMoney [0])
EP=InMoney[index]
CF[EP,i+11=0
CF[EP,i]=IV[index]
discount_path = (CF[:,i] == 0)
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CF[discount_path,i] = CF[discount_path,i+1] * dis

LSM=np.mean(CF[:,1]*dis)
LSM=max (K-S0 ,LSM)

return(LSM,SF[::-1]1,t)

3) MéVobdog Ilenepacpévwy Atagopdv Crank Nicolson

def AMCN(K,SO,r,sigma,T,N,M,omega,tol,plot):
import numpy as np
import sys

5| #S0
| #K

s| #T

#r
9| #sigma
10| #Smax
#M, N
Smax=2*xS0

I= np.arange (M)

J= np.arange (N)

grid = np.zeros(shape=(M+1, N+1))
boundary_conds = np.linspace(0, Smax, M+1)
dt=T/N

alpha = 0.25xdtx((sigma**2)*(I*x*2) -r*I)
beta = -dt*0.5*((sigma**2)*x(I**x2) + r)
gamma = 0.25*dt*((sigma**2) *(I**2) +r*I)

M2 = np.diag(alpha[2:M], -1) + np.diag(l+beta[1:M]) +np.
diag(gamma [1:M-1], 1)

payoffs = np.maximum(0, K-boundary_conds[1:M])
past_values = payoffs
boundary_values = K * np.exp(
-rxdt*x(N-J))
aux = np.zeros(M-1)
new_values = np.zeros(M-1)

for j in reversed(range(N)):
aux [0] = alpha[1]l*(boundary_values[j-1] +
boundary_values[j])
rhs = np.dot (M2,past_values) + aux
0ld_values = np.copy(past_values)
error = sys.float_info.max
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while tol < error:
new_values [0] =max(payoffs[0], old_values[0] +
omega/(1l-beta[1]) * (rhs[0] - (1-betal[l])*old_values[0] +
gamma [1]*0ld_values[1]))

for k in range(M-2)[1:]:
new_values [k] = max(payoffs[k], old_values[k]
+ omega/(l-betal[k+1]) * (rhs[k] + alphalk+l1]*new_values[k
-1] -(1-betalk+1])*o0ld_values[k] + gammal[k+1]*o0ld_values [k
+11))

new_values[-1] = max(payoffs[-1], old_values[-1]
+omega/(1-beta[-2]) *(rhs[-1] + alphal[-2]*new_values[-2] -
(1-betal[-2])*0old_values[-1]))

error = np.linalg.norm(new_values-old_values)
old_values = np.copy(new_values)
past_values = np.copy(new_values)

values = np.concatenate( ([boundary_values[0]],

new_values, [0]))
t=np.linspace(0,T,N-1)

SF = np.full ((N-1) ,np.float( K))
if plot==False:
return np.interp ( S0, S, values)

for i in range(N-2):
for j in range(M-2):
if abs(V_plot[j,i]-payoffs[jl)>1e-10:
SF[il = S[jl
break

return( np.interp ( S0, boundary_conds, values),SF,t)
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4) TOyxpion tayLINToc xou axpiBelag Twv HEYOdwyY o oyéo

HE TOV oelpd Twv Brudtwy N tou ypdvou

import numpy as np

import time

import matplotlib.pyplot as plt
import warnings
warnings.filterwarnings ("ignore")

CN=np.zeros (20)
BM=np.zeros (20)
MC=np.zeros (20)
timeCN=np.zeros (20)
timeBM=np.zeros (20)
timeMC=np.zeros (20)

for i in range (20):
startBM=time. time ()
BM[i]l=Am(50,50,0.1,0.4,1,i*x100+100,False )
endBM=time.time ()
timeBM[i]=endBM-startBM

startCN=time. time ()
CN[i]=AMCN(50,50,0.1,0.4,1,i%100+100,100,1.2,1e-5,False)
endCN=time.time ()

timeCN[i]=endCN-startCN

startMC=time. time ()
MC[i]=LSM(50,50,0.1,0.4,1,i%*100+100,100000)
endMC=time. time ()

timeMC[i]=endMC-startMC

import matplotlib.pyplot as plt

33l plt.axhline (y=5.979139420186129, color="black’,linestyle=’--",

label=’Real Value?’)
plt.plot (CN,label=’Crank-Nicolson’)
plt.plot (MC,label=’Monte Carlo’)
plt.plot (BM,label=’Binomial Model’)
plt.title(’Accuracy of the methods’)
plt.xlabel (’N steps (100:100:2000) ?)
plt.ylabel (’Option Price’)
plt.grid ()
plt.ylim(5.90,6.0)

3| plt.show ()
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plt.
plt.
plt.
plt.
.plot (BM-5.979139420186129, label=’>Binomial Model?’)
plt.
.xlabel (’N steps (100:100:2000) *)

plt

plt

plt.
.grid ()
plt.
71 plt

plt

plt

2| plt.
plt.
plt.
siplt.
plt.
71 plt.
| plt.
ol plt.

plt.

axhline (y=0.001,color=’black’,linestyle=’--"’)
axhline(y=-0.001,color="black’,linestyle=’--")
plot (CN-5.979139420186129, label=’Crank-Nicolson’)
plot (MC-5.979139420186129, label=’Monte Carlo’)
title(’Accuracy of the methods’)

ylabel (’Error’)

ylim(-0.06,0.03)

.legend ()

.show ()

plot (timeCN,label=’Crank-Nicolson’)
plot (timeMC,label=’Monte Carlo’)
plot (timeBM,label=’Binomial Model?’)
title (’Computational Time’)

xlabel (’N steps (100:100:2000) ?)
ylabel (’time (sec) ’)

grid ()

legend ()

show ()
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5) Metafory tng Least Square Monte Carlo
oc o)éom ke ToV oLl TV enavairdewy

import numpy as np

import time

import matplotlib.pyplot as plt
mc=np.zeros (20)
timemc=np.zeros (20)

for i in range (20):
startmc=time. time ()
mc[i]=LSM(50,50,0.1,0.4,1,200,5000%xi+5000)
endmc=time.time ()
timemc[i]=endmc-startmc

#convergence

plt.axhline(y=5.979139420186129,color=’black’,linestyle=’--",

label=’Real Value?’)
plt.plot (mc,label=’Monte Carlo’)
plt.title(’Convergence of Least Square Monte Carlo’)
plt.xlabel(’M simulations (5000:5000:100000) )
plt.ylabel (’Option Price’)
plt.grid ()
plt.ylim ()
plt.legend ()
plt.show ()
#error
plt.plot(mc-5.979139420186129,label="Monte Carlo’)

s\plt.title(’Accuracy of the Least Square Monte Carlo’)
26| plt.xlabel (’M simulations (5000:5000:100000) )

plt.ylabel (’Error’)

plt.grid ()

plt.ylim ()

plt.legend ()

plt.show ()

#computational time
plt.plot (timemc ,label=’Monte Carlo’)

plt.title(’Computational Time of Least Square Monte Carlo’)

6] plt . xlabel (M simulations (5000:5000:100000) ?)

plt.ylabel (’time(sec)’)
plt.grid ()

plt.legend ()
plt.show ()

6) Adypappa erebdepouv opiou yia xdde uédodo
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import matplotlib.pyplot as plt

import numpy as np

def plot_free_boundary(K,SO,r,sigma,T):
fig = plt.figure(figsize=(9,5))

plt.axhline (y=K,color=’black’,linestyle=’--’,label="’
Strike Price?’)

plt.plot (AMCN(K,SO,r,sigma,T,200,1000,1.2,1e-5,True) [2],
AMCN(K,SO,r,sigma,T,200,1000,1.2,1e-5,True) [1], label="
Crank-Nicolson")

plt.plot (Am(X,SO,r,sigma,T,10000, True) [2] ,Am(X,SO0,r,sigma
,T,10000, True) [1] ,1abel="Binomial Model")

plt.plot (LSM(K,SO,r,sigma,T,100,100000) [2],SF,label="
Monte Carlo")

plt.legend (loc="upper left")

plt.text (0.2, 44, "Continuation region", fontsize=10)
plt.text (0.8, 34, "Stopping region", fontsize=10)
plt.xlabel ("Time")

plt.ylabel ("$S_f$")

plt.title("Free boundary")

plt.show ()

7) MetoBolr} Tou ehed¥epou oplov yia Tic edbddoug Crank-Nicolson

Ol OLWVUULXO LOVTEAO OE COYECT UE T

import matplotlib.pyplot as plt
import numpy as np

fig, axs = plt.subplots(l,2,figsize=(9, 6))

s|fig.suptitle (’Free boundary with relation to interest rate’)

axs [0].plot (Am(50,50,0.15,0.4,1,1000, True) [2], Am
(50,50,0.15,0.4,1,1000,True) [1],label="r=0.15"7)

axs [0] . plot (Am(50,50,0.1,0.4,1,1000, True) [2], Am
(50,50,0.1,0.4,1,1000, True) [1] ,1label="r=0.1?)

axs [0].plot (Am(50,50,0.05,0.4,1,1000, True) [2],Am
(50,50,0.05,0.4,1,1000,True) [1],1label="r=0.05"7)

axs [1] .plot (AMCN (50,50,0.15,0.4,1,200,1000,1.5,1e-5,True) [2],
AMCN (50,50,0.15,0.4,1,200,1000,1.5,1e-5,True) [1],1label="r
=0.157)

axs [1].plot (AMCN (50,50,0.1,0.4,1,200,1000,1.5,1e-5,True) [2],
AMCN (50,50,0.1,0.4,1,200,1000,1.5,1e-5,True) [1],label="r
=0.1?)

axs [1] .plot (AMCN (50,50,0.05,0.4,1,200,1000,1.5,1e-5,True) [2],
AMCN (50,50,0.05,0.4,1,200,1000,1.5,1e-5,True) [1],label="r
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=0.057)
14| axs [0] . legend (loc = ’best’)
15axs [1].1legend (loc ’best ’)
slaxs [0] . grid O
axs[1].grid ()
slaxs [0].xlabel ("time")
1olaxs [0].ylabel ("SF")
axs [1].xlabel ("time")
axs [1].ylabel ("SF")

axs[1].title(’Crank-Nicolson?)

8) Mezafor? Tou eAe¥cpou oplou yia Tic wedddoug Crank-Nicolson

ol OLWVUULXO LOVTENO OE OYECTY) UE O

w

¢slaxs [0].set_xlabel ("time")
10| axs [0] .set_ylabel ("SF")

import matplotlib.pyplot as plt
import numpy as np

5| fig, axs = plt.subplots(1,2,figsize=(9, 6))
s|fig.suptitle (’Free boundary with relation volatility’)

:|axs [0].plot (Am(50,50,0.1,0.8,1,1000, True) [2] ,Am
(50,50,0.1,0.8,1,1000, True) [1],1label=’ ¢ =0.87)

axs [0] . plot (Am(50,50,0.1,0.4,1,1000, True) [2], Am
(50,50,0.1,0.4,1,1000, True) [1],label=’0=0.4")

axs [0].plot (Am(50,50,0.1,0.2,1,1000, True) [2],Am
(50,50,0.1,0.2,1,1000, True) [1],label=’0=0.2"?)

axs [1] .plot (AMCN (50,50,0.1,0.8,1,200,1000,1.5,1e-5,True) [2],
AMCN (50,50,0.1,0.8,1,200,1000,1.5,1e-5,True) [1],label="0c
=0.8?)

axs [1].plot (AMCN (50,50,0.1,0.4,1,200,1000,1.5,1e-5,True) [2],
AMCN (50,50,0.1,0.4,1,200,1000,1.5,1e-5,True) [1],label="0
=0.47)

axs [1] . plot (AMCN (50,50,0.1,0.2,1,200,1000,1.5,1e-5,True) [2],
AMCN (50,50,0.1,0.2,1,200,1000,1.5,1e-5,True) [1],label="0c
=0.2?)

axs [0].legend (loc = ’best’)

i5|axs [1] . legend (loc = ’best’)

slaxs [0] . grid ()
7laxs [1].grid ()

axs[1].set_xlabel("time")
axs [1].set_ylabel ("SF")
axs [0].set_title(’Binomial Model?’)
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axs[1].set_title(’Crank-Nicolson?’)
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9) Metaford tng alag evog dixauwpatog o oyéon pe o K p,o

3| CNs=np.zeros (20)

5| MCs=np.zeros (20)

import numpy as np

import time

import warnings
warnings.filterwarnings ("ignore")

#interest rate
CNr=np.zeros (20)
BMr=np.zeros (20)
MCr=np.zeros (20)
timeCNr=np.zeros (20)
timeBMr=np.zeros (20)
timeMCr=np.zeros (20)

for i in range (20):
startBMr=time.time ()
BMr[i]=Am(50,50,0.01%i+0.01,0.4,1,1000,False )
endBMr=time.time ()
timeBMr [i]=endBMr -startBMr

startCNr=time.time ()

CNr[i]=AMCN (50,50,0.01%xi+0.01,0.4,1,100,500,1.5,1e-5,
False)

endCNr=time.time ()

timeCNr[i]=endCNr -startCNr

startMCr=time . time ()
MCr[il=LSM(50,50,0.01%i+0.01,0.4,1,50,50000) [0]
endMCr=time.time ()

timeMCr [i]=endMCr -startMCr

r=np.arange (0.01,0.21,0.01)

plt.plot (r,CNr,label=’Crank-Nicolson’)
plt.plot (r,MCr,label=’>Monte Carlo’)
plt.plot (r,BMr,label=’Binomial Model?’)
plt.ylabel (’Option price’)

plt.xlabel (’interest rate’)

plt.grid ()
plt.legend )

#volatility

BMs=np.zeros (20)
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timeCNs=np.zeros (20)
timeBMs=np.zeros (20)

13| timeMCs=np.zeros (20)

for i in range (20):
startBMs=time.time ()
BMs[i]=Am(50,50,0.1,0.05%i+0.05,1,1000,False )
endBMs=time.time ()
timeBMs [i]=endBMs -startBMs

startCNs=time.time ()
CNs[i]=AMCN(50,50,0.1,0.05%¥i+0.05,1,100,500,1.5,1e-5,
False)

endCNs=time.time ()

timeCNs [i]=endCNs -startCNs

startMCs=time.time ()
MCs[i]=LSM(50,50,0.1,0.05%i+0.05,1,50,100000) [0]
endMCs=time.time ()

timeMCs [i]=endMCs -startMCs

s=np.arange (0.05,1.05,0.05)
plt.plot(s,CNs,label=’>Crank-Nicolson’)

9| plt.plot(s,MCs,label="Monte Carlo’)

plt.plot(s,BMs,label=’Binomial Model?’)
plt.ylabel (’0Option price?)
plt.xlabel (’volatility’)

plt.grid ()

5| plt.legend ()

#strike price
CNk=np.zeros (20)
BMk=np.zeros (20)

0| MCk=np.zeros (20)

timeCNk=np.zeros (20)
timeBMk=np.zeros (20)
timeMCk=np.zeros (20)

5| for i in range (20):

startBMk=time.time ()
BMk[i]=Am(50,41+1,0.1,0.4,1,1000,False )
endBMs=time.time ()

timeBMk [i]=endBMs -startBMs

startCNk=time.time ()

CNk[i]l=AMCN(41+i,50,0.1,0.4,1,100,500,1.5,1e-5,False)
endCNk=time.time ()
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timeCNk [i]=endCNk -startCNk

startMCk=time . time ()
MCk[i]l=LSM(50,41+i,0.1,0.4,1,50,100000) [0]
endMCk=time.time ()

timeMCk [i]=endMCk - startMCk

k=np.arange (41,61,1)

plt

plt.
.plot(k,BMk,label="Binomial Model’)
plt.
.xlabel (’Strike price?’)

plt

plt

plt.
plt.

.plot(k,CNk,label=’Crank-Nicolson’)

plot (k,MCk,label="Monte Carlo?’)

ylabel (’Option price’)

grid ()
legend ()
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