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and highermomentsvanish if summed over similar to above
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In comparison

Stratonovich o some nicer propertiesandbetteranalogytousualintegral
but ineachstep W is evaluated inbetween ti andC it
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Summary of the course so farmmmm

Options calls put i American European vanillaoptions

notemanyothertypes ofoptions Asian Bermudan Exotic

here options on Stocks alsooptions on resources currencies interestrates I

needtwothings 117 model for stockprices

2 priceoptions fairly no arbitrage usingsuchmodels

byconsideringreplicatingportfolios



discrete timemodels

binomialted stockpricemodel S Sd1 p

pricingbybackward induction

advantage veryversatile dividends discreteinterestcompoundingetc
can easilybeimplemented

specialcaseof European calls
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