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Local risk-minimization (2% 3 5
BARWFRIOE & BUEFtEEICOWTY

HrHmiE”

Explicit Representations for Local Risk-minimization and
its Numerical Analysis

Takuji Arai’

Abstract: We consider incomplete market models whose asset price is given by a solution
to a stochastic differential equation driven by a Lévy process. Our aim is to obtain explicit
representations for local risk-minimization, which is one of representative hedging methods
for incomplete markets. Moreover, adding some calculations, we induce integral expressions
to which we can apply a numerical scheme based on the fast Fourier transform.
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IRTEMITI 2 BT B i S FERMED MG 1T R O~ v VHIgIE, 7 7 A F ¥ AHEIZHBT
DIREWENEY 7 D—DThb, THEMPEMTH L L1E, T_XTOFEMM SFHERMEIH L Teai

x  BRIESRAORFEREFE
Faculty of Economics, Keio University

(1) AFTIiE, WHEARRD AARETERLT LI LIZEO LD, HARBOERD WX Z O F 355
FRr VWD, 70, ERPHoTH, LDETHIUIARILHFIIHO TEY; L7z ZITRY KRR %
PFREL, MEEDPELOBELE TLEERTMND LI 12T D, W, BANIIBW I HAREERL AT
) ERBRPOGPYIZ K BZDT, HEFELLTHR—T b0 S 512, MESBIERR ST IZB S
5B IEFRTHH L TV A EITH 5. 20 L) ZHFEICZOWTIE, #lz1E, Protter [7] %2
SNz,
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BUSHEAFAET 2T CTH Y, —MICHEIBH % EWXFE LR VEBO WY Th 5, ZOE
FMHT S FERMEDANIS L 2 OE BB OMINBRHIC L o TH 25N D, W, EHERMZMZ T
T Clx, EEMERREE <V F ¥ 7 =) (martingale) (23 2, FfE~LVF > 7 — VillljE
DME—DHIEL, ZOMEDT TORAM S FREOHIFEAMIE L 52 5. —77, FETMTHT
(AU S FERMEIN 3 2 BEEIEASATE S, FE~ VT v 7 — VIR ERIEFAES 5 720,
ERELMET COMBIE—EIZET SRV TIT, MODPOERTRERAN Y VEMEEZ, Z
OMPIBH %At & s ARTIE, fEBEEMEY v > 7EESER, & )birLy 18
(Lévy process) |2 & o CTHRE) S N D MESEM S HRA DR TRl SN IEEMTHE TN E RIS,
ANy Vg & LT local risk-minimization (BLF, LRM) *# 2 5., LRM &, FEEMti®
RNy VEIEE LTEb o L BREN LD TH Y, 30 FRVELERD, 20728, LRM D
BFMREEIEE IS L KRS N TV b, L L—T, TORMKN RS 2 HF5ER
FREmBOEN TV AV, T2 TAREETIE, LY 1@ 5~ ) 7Y 7 YfEF (Malliavin calculus)
EHWT, RUT Y7 SO EIIHEEY S BT LRM 2 BT 5, 151, A &K
HBOREBE L Ca—VtTraraEz, ZOXVTY 7 WHEatHET5, ZU2L), a-—
V7 a ik 5 LRM OBRIRAPEON D, 72720, ZOERADF F CIIERNICEE
FHRAAT) S LA WRELR DT, ## 7 — 1) T4 (fast Fourier transform) % F\» 7z #flFH5 A
WheL b L9, EORIZEHUOEREIT)

AROBRIILUTO®E) THbH, $9, 2HICBWTET VAR T S, LRM OEKE HKRIZD
WTIE3EI Tl NS, 4HiTIE, v~V 777 Wz &ALZ LRM OFHEZMNT L. 6512, a—
VAT arox) 7Ty G OREEFEICER RS, ¥, 48O Arai and Suzuki [2] 12
KHLDTH D, HNTHEITIE, mll7—") Z8HIC L 2R L 2 212F T LRM
DEBE BT 5. ZO#HEIE, Arai, Imai and Suzuki [1] 122D TH S,

2 BEAMEE

AR TIX, —DODOREGHELE—DODEMEED S % AIFEMTHETNVEEZ D, W, T>0%
F O &2, BHO-D, &R0, Thbb, REREOMIKILE 1 ThsEd o, fi
(2)
MGG 1, DL ORERMS R DM S, CHh S WD

dSt = Stf atdt —+ ﬁtth -+ ")/tyzj\v/v(dt, dZ):| 5 So > 0. <1)

Ro

2T, Wo ik 1 RIE 7T VEH), N(dt,dz) |$ Poisson random measure, N(dt,dz) &% O

(2)  AFGEELC, BRI TR [0, T) ISERSND DD TH Do F72, AKX {St}epo,1)
GELHRT BZRETH LD, FIRAZHECENDSLRWRD S, £7213 5 LT %,
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compensated random measure TH 5o 2F ), N OL 7 1 HE (Lévy measure) & v &#H &,
N(dt,dz) = N(dt,dz) — v(dz)dt THb. S512, Ro=R\{0} TH Y, ar, B, 1, 13T Fill@5E
T 5o 727210, v DEFITIL[0,T) xR TH Y, #£oTC, Ax(s,u]xB, A€ Fs,0<s<u<T,
B e BRo) 2L o THEBEND o-MMFEHEICHET 2HERBRETH L 2 LITEET L. W, RSB
BHEERIER, SEIHERZEN (0, F,P) 74V b L= 3> F = {Fheon © ETHbRS
bDETH, Kiax@ELT, UTHRET S:

RE1 1. (1) 3# S 2FbH, S 1L special semimartingale Td V), % canonical decomposition
S=2S80+M+AFUTD 3 OD5MEH7T:

(a)

< 0.

T
H[M];ﬂ + [ laad

L2(P)
7L, dMy = S (BidWi + [o, i,2N(dt, dz)) THY, dA, =S, oudt Thbo

72
e :: o cese iy A —
(b) HESIBEE N\ & N\ S (37 + J.]RO V2.0(d2) EEFITNL, A= [Ad(M) DL T 5D

(c) K= [{\2d(M), & LCH Tl K, 2E%TUE, Krld Pas. THRTH 2.

Z DM (a)—(c) % structure condition & IR, Z @ structure condition {FHEHE S & FE
Mby 2o, FL <L, Schweizer [8], [9] &I N2,

2 e > L, (z,whae, D0, B[S fo Ln.cnp(d2)dt] =0 Th oo B, SORMRS
DIEENE, $7abbE, EEOte [0, TS L TS, >0&%5Z 2 RiEL TV 5,

3 Local risk-minimization

LRM % 30 431 £ i lZ Follmer and Sondermann [6] (2 & - T S N/z. D, Martin
Schweizer 5 & H.MZ% { OWFZEA 2 S7z FEL I, [8], [9] ZBH Sz,

Ny VORRE % B S SRR 2 U GHEREE F € L(P) TH2 5. 1HITHE~R
7%, SEMTHIC BTSSRI IE S o DT & 2 BT 2 &, fEED F € L2(P)
WZHLT, b cecR EMFHLEREEBHFEL,

F=c+/T§tdst (2)
0

(3) Fldusual condition 2723 b DL T4, DF ), HEET Fo 13T XTO P-FHEEZ & trivial
% oo-MERE S %,
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Zii7zd 2 ETHD, c ZHMHBEMTHY F oMz 52 5, &5 ICHEEME, 2P TEEOM
Lkh%ﬁb&wyﬁﬁmmmg%%&:ku@%ttwo%%ﬁﬁ%ﬁu(m iy ck ED
HUIHAET 5 LIEIBR O 20, [MSPDOERTL LDV OEETENE, FhrimlEAy
VI E R L TEWTH A ), Bz, (2) OHBLEEADOED 2 V% /MET 5 HERD
5o DFD, T

Thbo, ZOmMEN Y V% mean-variance hedging & -5, Mean-variance hedging Tld, 5t
P ZFERMEA BT 5 Z L I3TE %W, self-financing 2 MO THRE[LET> TV b, —H,
BHRTEEOH LANZITWRRL THEEHER LT, ZoBMEEZ 2> bu—)b L CTR#EL
#1179 L H Do B2, mean-variance hedging & KIS L2-Z2B O A CRaE(L 2 1T 9 J7ik:
& L C risk-minimization 7°% %, b )P LFLCHREL Do

R ¢ 1B D IERDEEEHEDRE RT 0, EREHEORERE & LB T DL, KERD
BIXVi=n+6&S: THAOND, TOnL €E2XTIZLT o bEE, LR, 72, B4t
FTICRALRBEINE ST C L L,

T
min E UF—C-/ &:dS;
c,§ 0

t
Ct = ‘/;, */ gsdss

0
DALY Do 7 51X, AR 2 HITEREENKET L I LIV BONLFBEEZELEL T D
PO THDb Co ZWHBERTH LI LICEELL I C FHOWTERAMN EFERE F 252 alily
DT, F=Vr=Cr+ [ &dSs PO IO LI Cr %L Do O DENFIXEHE 12K 2D

T, Mg Cip) LT 2. ZOEE,

Ri(y) = E [(Cr(p) — Ce(p))*

LEFRL, INTHEME o DY A7 B LS, M2\ 2 1S, risk-minimization &1, & 5 W 2 HHE
DOHFRTED) A7 BEPRNIRDLIDE ), 2F D, EEOBEMEN G 12X LT,

7

Ri(p) < Ri(p) P-a.s. for every t € [0,T]

i TEEOZ L TH D,

DI_EAS risk-minimization DEFRTH 545, FLEEAMIHEFE S 7% semimartingale T 554121,
risk-minimization (ZfFEFET 5 L 1FBRS 22\ # 2T, Schweizer 1% DEFH% U L, semimartingale
DY b FIFT A LRM 2008 Loy SRR A5, 455 2 7 LRM 053139 |8

(4)  self-financing |23 HOEETEN 2 EOFRGENH 5%, CHKIC X o THRA 2FGES DL TE Y
F 2RI L 2\

(5) LRM D7 7 A4 F v ARERIL risk-minimization & 1ZIT[FE L TH 5D T, FFLOD risk-minimization
DEFE, LRM 2 HET 57-00FMWFIZRETHH 9,
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MThbo —J, LRM A HFAMIERLET Z LIEWEETH 5o [9] O Theorem 1.6 i& LRM D&
B 527200 THY), KRTRZOLETHEMAZ LRM OERER LTI L LT 5,

EE2 1. Og1%, LToOLMLm 3 REFHELAR ¢ 0EEGET5 ¢

e[ [ ganne ([ fada)?] <.

2. £€Os LEAMIEN DM @ = (&,1) W LEHIETH D L1X, V(p) = ES +n 29 EGLEET
HY, FEEDO L0, T IZxt LTE[VA(p)] <oo THDHEXIZW), ZIT, & & ld, T
PIEBEIE & REBHEOWL t |2B T A HEBROMAREZ KT,

3. F e L*P) IS LT, MRBE O () % CF (p) i= Flu—ry + Vilp) — [1€dSs 12X 0 8
L, o= (&n) O FIZRT %32 M#fE L5,

4. LP-¥WE o S F 2T 5 LRM THDEIL, Vi(p)=0THY, Cl(e) M LELXT LV
F o=, 2F0, [CF(p), M| B—HWES~NF 7=V ThbEEITWV),

INE Y, LRM ORBOERIZOWTHENL, ZD72912, Follmer-Schweizer 57 (LT,
FS 7ft) %EHFL L.

EFE3 F e L*P) »FSfExfEoLix, FA°
T F F
F:F0+/ € ds, + LE (3)
0

ERBENDLEEIZV), ZZT, FHeR, Fe0sTHY, LV, LE=0THsH M LEXKT
OBV F V=V Th b,

LT [9] @ Proposition 5.2 TdH %,

WwE4 ELOT, FIIHTLLRM ¢ = (&,n) BFEHETAHZ L L, FAFS 3HEzREOZ LI
FECHb, ZOL &, LRM & FS H5EIZLIT ORGSR % Fio:

t
¢ = ¢ m=F0+/ €84S, + LY — Fly_my — €55,
0

COMFELY, LRM OEREEL 20121, (3) 2B 8 oL A2 BENE TS5 TH L, 4 £
D, FSHRIZBIT 2 €F ASRENE, n EEBMICRE L2 LR, ALK, ¢F 2 LRMZ0b 0
LR, 8 AEETA70010, EBREZ =E(— [NdM) %% 2 b M, EY) XY ofgf~
JVF » =)V (exponential martingale) TH b, 2F V), Z I IMERMDHENX dZ; = —\Zi—dM,
DIFTH Do BE 1ITMZ, LFERET 5:

BRES Z FIEMHE 2 /G~ NF 27—V ThY), ZrF € L*(P) %727

— 11 (487) —



< IWF o — )Vl E (martingale measure) P* ~ P 7% minimal TH 5 & 13, &M [M ICEXRT 5

BEO2QRENBEBS P-~VF A= VI P OTFTTHILNTF v 7F—VThsb] ZiilzTEXI2n), L
(6)

#%, minimal <)V F ¥ 7 — VllEE MMM &8, DIFOfiEZFEHZ L TR 5.

HWE6 IKELDOT, ZHPIEE 2T~ IVF 75—V Thb% 51X, MMM P* 2547 L dP* =
ZpdP &7,

Bl 7 ARSE 1D SN, Z DSIEE 2 RS~ IVF A=V k2 B ETF IO AT — O/
bo BN, UTDO3O0EM%2EZ5:

1. oy >—1, (t,2,w)-a.e.
2. % C >0 LT sup,co (o] + 67 + Je, vi.v(dz)) < C.
3. HBHIEHe>0NHFEL

AVt z
BZ+ Jy, 72.0(d2)

%iﬁﬁf:a_o

<l—-e & p +/ 'yizl/(dz) > g, (t, z,w)-a.e.
Ro

LREOSMF 2 14, Situ [10] @ Theorem 117 & PfC, (1) Off S AME—DFIEL, sup, o 1 5] €
L2(P) 724 S E 2L LTV %0 E 1 ORHADEIFIUTO LI IC L THEPOHbND, TF,

T
[
0

2
< C*’T°E
L2 ()

sup |St|2] < 00
t€[0,7]

E[[M]r] < CE

WAL T 5o KIZ, Burkholder-Davis-Gundy OAERIZ LY, HEHEHC > 02MFHEL T
sup |Mt|2}
te[0,7T]

<cfs b

i3, by, iKE 1M sNs, —F, Lot 31: Z oEMEEE2REL T3,
Wi B DS, FEOSH2 &3S, Z2EAREIYLVF V=L THDLI L LR
Nb, fWHiEG6 5, MMM REIEL, Zr BNFOEEL 52 5,

sup |At|2
te[0,T]

sup |st|2} +|So|* +E

te[0,T)

(6) minimal martingale measure D LT % & 572,
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4 Local risk-minimization O

KEITIR, ¥ T Y7 VRN E TSR 55Kk F © LRM ¢ O BARNEBIZ O CfsE
L7z 2] DFRIZOWTRNT D, £9, YVF V= VORHERLTHCCTLRM IZT7 7H—F

ERCE

41 JIWFLF-IORBERBICLZ77O0—-F

BGE 1 BROMRGE 5 AL LT A D E L L) P* % MMM &35, 2% dP* = ZpdP 35K
VY ho YIVF U= VOFRBER (F1212, Cont and Tankov [4] @ Proposition 9.4) 12 X 1LIZ,
WFEAR g) & gl PAFEL

T T _
ZrF = Ep- [F] +/ g,?th +/ / gtl,ZN(dt,dz)
0 0 JRo
ERBLEND, SNEFHEOLAR L EEHWTERT 5 L&
= B [F +/ “EZTF'E e gy

E[Z7F|Fo_ 1. <p-
+/ / g“+ T |ft]t’ N®"(dt, dz)
Ro 1_9tz)

=: Ep[F] + / ROAWE + / hi N" (dt,dz)
0 0 Ro

21850 2T u = MSe B, Orz i= MSi_re, AW = dWitwdt, N (dt, dz) := N(dt, dz)+
0,.v(dz)dt T %, Girsanov DEH LY, W' & NT 3ZhEh, P OFTOT I v iEE) &

compensated Poisson random measure T 5, A T,

T
E U {(h?)z+ (hi,z)%(dz)}dt} < o0 @)
0 Ro
EPOET Ho BI7Z A0 Zt = ? — &St B, i%,z = h%,z — &St Yt,2,
& = 7{htﬁt + ht 2e,2v(dz2)} (5)
Ro

ERCDE, @8+ [o itve2v(dz) =0, DFY Quy+ fo it 0,.0(dz) = 0 BT B LA
7'7)%) o J: D VC,

T T T
FfIEu»*[F]f/ £:dS, :/ iAW, +/ / i N" (dt,dz)
0 0 0 Ro
T T _
:/ z'?th—l—/ /i,},zN(dt,dz)
0 0 JRg
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£45. UFOMED S, L = BIF - Bee[F] - ) &dS.|F] 75 M 28T 5 2 TR LT
‘/b‘\—)]/"(“&) b L(I; = 0 %iﬁf:j_: kﬁi%\ﬁ\%o

wWmES KEL KES & (4) OF,

E{[ﬂ%ﬁ+%j@@&%@%4<m

DAL o

2 v z Ny
gz r G R P I D N AN T e P o

t
Bi+Jpy 77 -v(dz) T BitJp, Vi v (de)

E {/T ffsf_,ﬁfdt} <2E /T Bi(he)” + bt (fIRO htl,z%,zu(dz))2dt]
0 0

(82 + foy 22(d2))

/T B (D) + 57 [, (hi 2)?v(d2) [o 2iav(dz) ”
T (82 + fy 72v(d2))”

< 2E /OT {(h?)2 + Ro(ht{z)%(dz)} dt} < oo

®f3b. CNEMUHRIZLY, B[f) [ ESEaRv(d2)dt] < oo Bt s, (4) 2D E, H
B8 HED o O

Do E E 205 L UTOBRERD.
ERO WGEL ES & () O, €812 (5) TEESNZ LYV EALND,

COFEHIZBWT, LRM ¥ oFRBBRAHIHORTHELN, Lo, (5) (BN AR h°
LR IEYVT U VORBERD HEP N2 DO TH L 720, IS OFRIGEIL OB 2404
(4) OREREZBEENICAT) CLIIATETH D, COMEERFERT L7202 77 7 v EHT % &
AT %o LT, hO L h' OWRIEHREZHEL Z 2 BiFT,

42 RUTTrCBRICELBTTO-F
FPHEME LT, YTy VEITICET A H - HERR T R W OMPBAT . KT,
Solé et al. [11] % Delong and Imkeller [5] TRHONLT V2= 77 7 VENOBHMAE VL, £
ZCIE, EBEL D LY 18 X &, canonical Lévy space & WIS B3k ik & £ o 7o 22
Mo~y 777 VT Z R L T\wb, £FTIE, canonical Lévy space DFIMIZEIET 5,
L Xo o= Wit [y fo, 2N(ds, dz) &5 <o HEREAE X ZL 7 4 @I THD 2 LIRS 5,
9, [0,T) xR LIZ220DlE g & Q #EHKT 5:
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q(E) ::/E(So(dz)dt+/EzQV(dz)dt,

QE) == /E 5o(dz)dW; + /E 2N (dt, dz).
172U, E € B(0,T] x R) TH1, 8 1% 0 1254) 5 Dirac MIETH 50 MFORMEE LT/ ¥
(7)
52 5 KB h : (0,T] x R)" — R O&MEE L2, 12 & > THET:

2
i

T,q,n

;=/ B((t1, 21), - (b 20))[2q(dts, d21) - - q(En, 20) < 00,
([0, T]xR)™
515, neNEhe L, LT
I.(h) ::/ R((t1,21)s - (b 20))Q(dtr, d21) - - Q(dbn, dzn)

([0, T]xR)™
LEFET Ho 72750, LT, 0 =R THY, he RIZKFLTI(h) :=hThb, TOXREDT, LE
D F e L*(P) &, nflOM (t;,2:),1 <i<n IZEL BB b, € LT, THVT,

F=> TI.(hn)
n=0

ERBMEINDL, Thx 14 AEB (chaos expansion) &R, W, H 4 ABRBII—FHE2 o,

512, E[FY] = S nlllhall?s  Thae SIT, RVTT 7 OMAEERLE D,

n=0
E#E 10 1. Sobolev ZEf D2 Z LT DX ) IZEHRT 5.
D™ = {F € LZ(IP)‘F = i L.(hn), i nn!thHizT’ql" < oo} .
= — ,
2. FEOFeDIIHLT, DF:[0,T]xRxQ—R%
D, .F := f: nl_1(ha((t, 2),"))
i

EEFL, FORUTY 7 /W0 &S,

ZORIVT T oMy ERwDLE, W OPOBNMN R EHIEVLETH LD, MMM O T TOH
Clark-Ocone TR E /L Z ENTEX DL, 72721, AFTIE Clark-Ocone BIARDFHMITE L &
72 <, Clark-Ocone BIAXEZH WL L, B® L W O BANEBDSUTOL I IZE5 25N %,

EIE A1 KE L EIRES DT, MMM O TF T? Clark-Ocone BIARDAT 5 7% 51F, h® & B!
WU TFD X HIZEERE 5

0 __ T P* T Dt,Oos,z NP
K = Bpe |DyoF — F | | DiousdW? + 2% NP (s, d) ‘]—"t_ , (6)
0 0 Ro 1-—- Hs,w

(7) 2 ZTl, /I ¥ L% deterministic DRFEEL L THW 5,
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hi. =Ep+[F(H;, — 1)+ 2zH{ ,D; . F|F_]. (7)

512 () PEYIETE, (6) & (1) 2EhEh (5) I2BFH R L AN ITRAT LI EICLD,
LRM ¢ 25515,

i, [MMM @ F T? Clark-Ocone BIAXBET 55513 E W) EIAPEETH DL, 20D
BRI T B 720DEMIIERICHETH D, &2 AD, HERMYHER 1) OREDs ) > 5~
FEATHLYEL, TOEMLEENEF 2y 2 T50EDN RV, ZWx, LTFORPKIT 5:

F12 (1) BT H o, BREAD/ T FATHY, BITO3FRGEEZT T30l
5. MRAT,

1. ZrF € L*(P),
2. FeDb'?
3. ZTDt,zF + F.Dt’ZZT + ZDt,ZF . Dt,ZZT € Lz(q X ]P)

RRET Do ZORE, EH 11 OFT N TOEMIINZ S, LRM ¢F X
B BiEp= [Dy o F|Fi—] + fRO Ep+ [2Dy . F|Fi—]ye,-v(dz)
Sie (82 + fuy 7220(d2))

F
t

&N 52615,

43 A—LFT 3>

TCTIE, U EFEREORERE LTIV A T a 2RV . FONRA T TIE, HEF
FHEARS K >0 2 HWC (Sr— K)T &F&EN b, 72721, 2t =2Vv0ThHb, RETIE, BITT
L7 E ) R I v AREGAI LT, It 7Y a YIZkE S LRM OBREIFRE
OIMAELT) o

I, FeD2IHLT, (F-K)T 0o~ 7Y 7 »#MazatgL Ly, £k, ZofEidEs
TIFERE TR Ve IR 51E, (F—K)" % FOJLESE e L, #iETH LI 50Tk
iz, WOTTREME A R0, TD T &1iE, Suzuki [13] @ Proposition 2.5 O X 9 7 A%
DM DORADPER BN L 2 ERT b, 2T, BILT A L72EBFEE W CEEEZT .

EHE13 FeD"? KeR& gae. (t,2) €[0,T)|xRICHLT, (F-K)TeD"?Th?h,

(F+ 2D, .F — K)t — (F — K)*
z

Dt’Z(F — K)+ = 1{F>K}Dt,0F . 1{0}(2}) + 1R0(Z)

PHILT o
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SRR ALY @ ZVTEHT 5, 20, 0l dR 25 [0,00) ~D CP-#EBEETH Y, supp(p) C
[1,1] & [Z_ p(z)de =1 Zii/ET 5. 22T, n>1IIHLT, ou(z) := np(nz) & fu(z) =
Iy — K)ol — y)dy ZEFRT 50 i,

falz) = /jo (¢- LK) pwdy :/

— 00

n(z—K)

(- % — K) o(y)dy

ThHILIEETLE, fi(z) = ["C oly)dy PRI 2. 2ED, fL,eCLTHY, |fi] <1
Toho WRIZ f BB LICE 2 7Yy Y #EMETH S, [13] D Proposition 2.5 £, n>1
WX LT fu(F) €D THY,

Jn(F + 2D 2 F) — fu(F)

P 1r, (z) <8>

Dy . fu(F) = fi(F)DioF - 1{0y(2) +

DAT Do 512, zeRICKHLT

n

@) = =5 = | [ (o= L= 8) ~ - 0" etway
<[ oty < ©

THDH I EIEETIUL, limy— oo B[|fo(F) — (F - K)T|?] =0 2%, Suzuki [12] ® Proposition
24 AN, n— o0 DEZIZ, D fo(F) D

(F+ 2D, .F — K)t — (F — K)*
z

].]RO (Z) =: Ioo

lipsryDeoF - 1403(2) +

NLA(g x P) OB TR T % 2 L 2o oiud, 213 13T %,

9,
J2 L e)dy if v = K,
lim fi(z) = {1 ifz > K,
0 if z < K,

DHALT HDT, ZNEY limp—oo fo(F) = 1rary + 1irery [oo ¢(y)dy 2152, (8), (9) &
TRLOMIE 14 £ 0, limp—oo Di s fn(F) = I 7% ¢ x P-ace. TIOREL,

|Dt72fn(F) - IOO|

< fa(F)DeoF = 1irsxyDeoFl10y(2)

fn(F+2D . F) — fo(F) (F+2D.F—K)" —(F-K)*
z B z

< 2|D,.F| € L?(qg x P)

1g, (Z)

+

195, 22T, HRNCREEA AVIUL Dy, fo(F) — Lo 75 L? (¢ x P) OB T T 5, O
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*ﬁ%ﬁ 14 F S ]D)l’2 a:ﬂ L/C, 1{F=O}Dt,OF = 07 (t,w)—a.e. ﬁi)ﬁﬁﬂ'%o

FEFR  C OFTEDGEIE A ) HATHITH b o

27y 7 EH3 LEBICHILT o 2 £ 25, 22T, 9(0)=1THEHLD%EZ 5. n>1
LT, pn(z) = p(nz), ®n(z):=["_pu(y)dy LEL 0, € CT THY, O, (z) = pn(z) 1Z
HRTHDHZLIZERT S, [13] D Proposition 2.5 % W% &

Di0®,(F) = on(F)DyoF (10)
1550 pulz) — 11 (2)p(0) = 1oy (z) ALY SZO0 5
lim Dy 0®n(F) = 1gr—oy DeoF (11)
%155
27y T2 EARMue L?(gxP) b A4 AR

u(t, Z) = Z In(hn('7 (t7 Z)))

BFO. TIT, by € Ly WHOD n MOZHICH L TR TH 20 by I2E Y, by 242 n+1
MO L T L -l E £ T, S0k X,

Do o= {u € 12 x B S0+ Dl <0
LEFT Do TIT, Doms 25 LP (¢ x P)-HHETH A Z & %#7R" T Doms DEBIHEE LT

Domy := {u € L*(q x ]P’)’u(t,z) = Z I, (hn(, (t,2))) for some N > 1}

n=0
REHRT Do 4, ue L gxP) L LTult,2) = 20 In(ha(, (t,2))) iz TR EEEICL
D, £ NeNIZHLTun(t,2) =N Li(hal( (t,2)) € Domy £, ZOEE, uy ldull
L2(q x P)-JUHT %, $E5C, Domy 1 L2(g x P) 2BV B CTHD, 2% D, Doms bFAEET
H5b
25y 7 3. Doms DMEMWEN S, TXTD u € Doms 124 LT

E [ / 1(r—oy DeoF - 1{0}(z)u(t,z)q(dt,dz)] —0 (12)
[0,T]xR
BRI B 2 & RT3 ThH Do u € Doms HEBITHY FET 20 (11) 75

T T
E [ / 1{F=0}Dt,0F-u(t,0)dt} —E [ / lim Dt,otbn(F)m(t,O)dt} (13)
0 0 n—oo
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155b. Cp > 0DPHHELT o < O, ZilizdT DT, (10) £V |Dio®n(F)| < |on(F)||DioF| <
Co|DioF| ZFibHo 512

E{ATUIDF-u@JDW4f§VE{ATUIQFPﬁ}¢ELATW@JD2ﬁ}<cn

WAL %o Lo T, HRPAEHED S

R [/OT lim Dy o@, (F) -u(t,o)dt} = lim E UOT Dy o®n(F) -u(t,o)dt] (14)

ALY Do KIS, [11] D 6 FEIZBT B AL (duality formula) £V, & 55EH C > 0 HHFIE
LT

1
E < C”q)n(F)HL?(JP) < Cﬁ

/ Dt,zén(F) . ’U,(t, Z)q(dt, dZ):|
[0, T1xR

7z d. ZNIZED, n— oo &FTIUL

T
EU Dt,ocbn(F)-u(t,o)dt} — 0 (15)
0
Eebe FER, (13), (14) & (15) Xbh (12) %55, O

DEOEMOT, wiwka—n4+ 7Y a3y (Sr— K)TI2d % LRM O BARWEHOEN %17
Vo UT, BITIZBIUS 3202z d /) 5 FARBOGEY %2 5. 512, Hiftk
HHIZX ) LT OREZBINT 5:

{vi. 4 [log(1 + v,.)|*}w(dz) < C for some C > 0. (16)

Ro
CDEM (16) EFITICBITD 3 00&MEHI-TET VG, R12DTRTOEG LTI &
R FDRO, T Sr ORI T Ty UM EEELL D,

W15 SreD"? THY, gae. (t,2) €[0,T] x RIZK LT

Stt,=
Di.Sr = SrBilioy(2) + T,Zt’ 1x, (2) (17)
Th%e
SEFA F 9,
T 1 5
log(Sr/S0) = [ o= 500+ [ {log(1+70) = v} vlda)|
0 Ro
T T _
+/ ,BtthJr/ log(1 + ~:..) N (dt, dz)
0 0 Ro

IZEET S &, (16) & [5]) ® Lemma 3.3 £ 1, log(Sr/So) € DY? &%), FED (t,2) € [0,T] xR
\Z%F LT Dy, log(Sr/S0) = Belgoy(2) + BE02) 1, (2) AT 5o F = log(Sr/So) and
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f(z) == Soe” £BL L, Sp = f(F) L#ETFHDT, f/(F)DioF = Sl 3%t € [0,T) 12k LT
Az L,

f(F+2zD: . F)— f(F) _ STeXp{ZDt’ZF} —1 _ STVt 2

z z z
B (t,2) € [0,T] x Ro \Zxt L THRAZLT %0 W 212, [13] @ Proposition 2.5 2°5 Sy € D2 & (17)
1350 O

KIZ, A1212BT A3 20%MFEMEL LI ¥, MHEAFHEIZID,
d(ZtSt) = St—Zt— {(6)& - ut)th +/ (’Ys,x - gs,z - ’YS,IQS,Z)N(d87 dCU)}
Ro

%85 2 [10] D Theorem 117 £ V) Zr Sy € L (P) AT %0 §iE>C, Zr(Sr—K)* € L*(P)
b EHI1C, EHIZLMEIL 25 (S —K)TeDb? L2, 2 0HOEMFIHIT S, &

12,

=N

(Sr(L+y:) = K)© = (Sr— K)*

z

Dy (St — K)" = 1,5y 510 - 1oy (2) + Li, (2)

WAL 275,

T T
| 20D (50— 1) < E[72.52] (/ 5§dt+/ / ﬁ,zu(dz)dt) < o0,
0 0 Ro

L2(gxP) —

H(ST — K)*D,.Zr

2 T T
< IE[S%Z%] (/ uidt —|—/ / szy(dz)da:) <
L2(gxP) 0 0 Ro ’

2185, 270, UT22TH5 C> 0 0HET 5
T
E U /|th,z(sT _ K)+Dt,zZT|2q(dt,dz)}
0 R

T T
< B[Z282) (/ / 7f,ze);{zy(czz)czt)gcmz%s;] ( / / 'yﬁzu(dz)dt>.
0 Ro 0 Ro

ZOFEFEE (16) XV, R12D 3FHOELMIHITT S,
DEEFEHDHE, LT LRM OBRWERIESNLS,

GEE16 WMEMOHER (1) OREY /) VI V¥ AT, Bl7TI28F5 320455 (16) %
W7zdead, FEOK>0Et€[0,T)ITLT

Sr—K)t 1
gt(T )T

= B7Eps 1¢s;>ryST|Fe-]
Si- (82 + fi, 72(d2)) { '

+ [ Ee[(ST(1+m.2) — K)T = (Sr — K)+|ft]%,zV(dZ)}

Ro

PALT %o
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5 Merton ¥ ¥ ¥ 7HLFOBFE IR 9 5 B ERT B IE

KEITIE, #8816 TS N72 LRM OFEBRIH LT, L, := log S; #° Merton ¥ v > 71408
MEMHEINE LY A BETHLEE2F 2, TORMRELEZRRLZE2HNE T 5, KEiTH
MENBHERIT[1] THEONLODTH L, 1, KETIEHEDZD, So=1&F5b, TDEHI
LT —MEx k) 2 Lidse v, $12, Carr and Madan [3] TiEME &7z Carr-Madan 7 7' H —
FEMEN D EH T — ) TR A N— A L LR R R BT 5o

5.1 Carr-Madan 7 70— F

9, Carr-Madan 7 7 H—F OMBADSIGED £ 9o TIUL, fEMEEM&ER S A P-~ IV F >~
F=NVThoHEXIZ, T=NF TV a O E(Sr — K)T) &, m#7—) T8k EX—ZI2EH
HICHMERIS T 2 HCh b, 22T, M7 —) TR LIE, DO XD Ry —) 2856 %
B ICBER AT 2 HETH %!

N—-1 om

Ze_zﬁju%- foru=0,---,N —1. (18)

=0
¥, {2;}j=0.- v R EOHFITH ), HEUILOME N 1Zl% 2 O ERx &5, WH OB
7 =) TEBROFEAN L O(N?) OF —F—Th A%, mk7— 1) TEROBEIE O(Nlog, N)

DF—F—THELI LS, LVEHIFHET LI L0 REE LS,
k:=log K XU C(k) :=E[(St — )T &HFEZ I a> 01X LT,

_ 1T i—iak o(v —ia — 1)
Ck) = T /0 ¢ i(v —ia)(i(v —ia) + 1) dv (19)

MWL T %o 72720, ¢ & Lr(=log S7) DR TH 5. (19) OFBIE a DEVFHIKS 2
TEEMNRLTBC 4, 2 €CITHLTy(2) = 2= L, (19) IS LCABIE#EMT 5
L, Ck) ZUTOEHITEMTE 5:

1 N-—-1

Clk) = — > e T Mh(nj —ia)n. (20)

J7=0
ZIZTC, >0 EREOMETH L, LoT, (20) OAMIE, (19) (B LS THESIXHZ 0
7o Np FTLo2bDICHNT 2, fiEoT, NEnid, e>020FMEL L2 L &2,

1 [
‘f/ e TRy (v —ia)dv| < e
Nn

™
Tz LI EBRENDH DL S HIFIZAE <A, k1E Nyquist HEBZERR 5N e0noT,
k| < 2 AN72SNTORIFAUER S 2w HIZWRE, 526Nk D ORMEMHZT L1
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n %L HVENH L, Carr-Madan 7 70 —FTl, FIEBEZ LIF 572912 Simpson )V — )V % 5
HLTw5, (20) Ofimilh s n 2P LESHEZT,

O(k) ~ ~ ZéW”WWW—m>®+<WH—>

—ak:N 1

e R y(nj —ia) g (3 + (1) ~ ) (21)
7j=0
EF B 22751, 6137 0A Y H—DFVIBMTHY, ui= (k+ 1) 32 Thro u S HAME
5iE, (21) 1 (18) OFEOHER 7 — 1) T4 Y, 7 — 1) 82 v OB I HiE s

119 ZEDReE %o

52 MEHRR

L :=log S; %% Merton ¥ v ~ 7HLEGEETH 6% % 2 5o Merton ¥ v ¥ TILEGERE &1,
RITAVTA—0 >0 eFOWHTHEEERT vV 2 Vv v T hb R bERBRETH Y, FFIC
UX T ORESVIERGAAN > TVD D), 22T, Yy TOMELZ >0, Vv~
THA XDV % m e R, HERAEZ §>0LT5, LoT, LYy MlIEvIZ
f&eXp{ %}M

EFET Do Gk, T A=Y —ZERHT L7290, LELLIXZD v % vim,v,8) £ 1, Merton
T v TR, RIEE (16) Wi, T, LONY T MR u & LT, BlTD35%
HeHsifz b,

v(dz) =

Lo0>p+ g +v{exp(m+5)—1-m},

2. u+%+’y{exp(2m+262)—exp(m—i—%)—m}>0,

EEREND, DT, COFEMEHIZTLIOIINTA—F—%ERLDLEL LI,
Cokx, 16 £

(Sr—K)*t _ o’ + I>
( -
St (02 NG 1)2V(d:r))

b, 72771,

I == Ep[1{s,> k3 57| Fi-],

I = /R Ep-[(Sre” — K)* — (Sr — K)"|F_](e” — 1)v(dx)
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Thb, ZITIX, ThbH L & L O FEBZ KD, Carr-Madan 7 70— F CHUEFH W RE 42 TE
AXFTHLALZ L% HIET. LRM OFEHRL P* O T TOLEMA SMFHEICL V526052 &
IHEET 5. itoT, (19) I2BFS ¢id, Lr_; ODP* O T TORBHRAK TR I NIEL S v, L
%, dr_i(2) = Ep:[eL7-t], 2€C & T 2,

9, Ii(=Ep+ 15,5k} 57| Fe-]) DR EBZEH L X 9o Tankov [14] @ Proposition 2 & 1)
KOFERERD

W17 TEOK >0, te[0,T) & aec (1,213 LT

1 oo K*ivfa%»l i
Ee[Lisys i) - Sr|Fic] = — /0 St (v — @) ST (22)

DR T Do ZIT, A8 a DFFFIKS 22,
FREOMEOGEHIIEKT 5, (22) 7 (19) EREBEZERIERL L,

1 oo K—iv—a+1 T
Ep= [1{ST>K} : ST|]:t—] = ;/0 70[ 1 iU¢T_t(U — ia)Sf_ “dv

e’ [ i
= —/ e TRy (v — ia)dw.
™ Jo

22T, ki=log(K) ThY, 2 € CITHLT g (2) = T8 romey 2. DEOBE, 113
BEf 7 — ) 284 (21) 2 HWTHUER R 2179 2 EDSTTRECTH S,
RIZ Io(= [p, Bee[(STe® — K)* — (S7 — K)T|F-](e” = Dr(da)) 122V Tl L £ Do 7,

I LR [14] # W CU T oS #RR 155,

w18 EEDOK >0, t€[0,T] & ac (1,2] IS LT

_ + _ l /oo —iv—a+1 ¢T—t(v — ZO()S?_JFW
Ee-[(ST - K)"| 7] = 7 Jo K (a—1+w)(a+iv) Y

ﬁiﬁi_\i?éo ::f, Eﬁﬂai a@%@ﬁﬂzﬂﬁ% tf:k/\o

B2 ECIMLT, tholz) = TGS o5 37 oy _ja kB, TOL X,

(iz—1)iz

1t — l/Oo Civ—at1 $r—e(v — i) SPHT
Ep=[(ST — K)7|Fi—] = =/ K (a_1+iv)(a+iv)dv

_ 1 [ gien 91=(OSE
- /0 S T

s
‘%Awi{ﬁ*Wa«Mv=:ﬂK3 (23)

DRSS B Fubini DEHZ WS &

[ Bel(Sre” = K = (87 = K)*IFi](e” ~ w(do)
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¢ f(eT"K) = [(K)} (" = 1)v(dz)

0

™ Jo

oo
l z(z
™

0

0

K Q) | (" — (de)

Il I
= o~ 5~ 5

{
{‘L/m e~ 7)Y T hy (C)d — 7/ K~ 1C+1¢2(de} (e = 1)v(dx)
{

0

/ / (€7 — 1)(e® — 1)w(da) K~ b (C)do (24)

b L EmE 7 — 1) T2RE W TEMERET 27201213, (24) 2S5ICERHL, (19) &F
CERICE CHBEALLEND 5, ZD720121F, W22z LT % 57w, SHLIE,
a€ (1,2 2 EEICEET 5,

9, ¢ OMIMERLZEL L2, 2072012, MMMP* O FTOL % 4 Ml S 2581
£,

wmeE 19

VU (dx) = v[(1 + h)y,m, §%)(dz) + v [—h’y exp { 2m;— o } ,m+ 6%, 52] (dz) (25)

DT B, T T,
MS

"= ¥ (e — DPu(da)

Thbo
FEA IRE1 LD 0>h>-1Thorb

U de) = (1= 0.)v(dz) = (1 — h(e® — 1))v(dz) = (1 + h)v(dz) — hev(dz)

/b, HIC
2
e“v(dz) = \/;?5 exp {x _ ;5T) }dw
Y _[x—(m+52)]2 2m+52}
orT exp{ 252 + ) dz
2

=v [fyexp{zmg_(S }7m+52,52} (dx)

DAL B 2 L b, (25) ALY 2D, O

KIZ, FFERIEL oo (2) ZEHET 5o

W20 EEDzeCltel0, T LT

2,2
g v

or—+(z) = exp {(T —t) {izu* -t (e — 1 — iza)” (dm)} }

Ro
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2,2 242

= exp {(T —t) [izp* - 022 + (L +h)y(e™ 2 —1—im2)

}

2m+82 2252
—h~ye > [ez(mwz)zf N iz(m + 6°%))

AL %o
FEPA

br-12) = Bee [exp fiz (0 = )+ Wi+ [ a7 (0,7~ d,0)| }]

Ro

= exp {(T — t)izp*} Ep- [e“"WKt]EP* {exp {zz /RO aNT ([0, T — ], d$)H

222

= exp {(T —t) {iz,u* — 02 + 5 (€ — 1 —iza)” (d:z:)] } .

O

Wiz, (24) X EBIL LS. z€ CIIRLT, §(z) = @/)g(z)exp{—%f} LBE, 2512 f(K) =
L[ KT 0 (Q)dv LERT B [ OfIE, (23) 2B 5 f LRI, M7 - T4 R (21)
HEUCEET7 ) IEBICLDFHETRETH L, UTomEE, (24), 2F) L2320 7—1)
IO —RFEETERIND Z L 2RT,

wmEE21 te[0,T]ICHLT
/RO Ep-[(Sre” — K)t — (Sr — K) Y| F_](e” — 1)v(da)
— e F(K e ) — e f(KeT™) 4 (1 — €M) F(K) (26)
DAL T B o
AR ES, [ (€7 —1)(e” — Dy(de) RFHET B L
(€" = 1)(e® — 1)v(dx)

Ro

= [ ("D _ T 11— e")u(dx)
Ro
2

2 52
= vexp{(iCJr m+ %(i<+ 1>2} — yexp {iém - %CQ} +y(1—emt7)
182, Lo,

2 S ) 2
(24) = %e'nﬂr%/o eZC(m+52)K*1C+le*%Czw(c)dv
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7 e —my\—iC+1_m 7§<2 _ m+§
T[Ty e e T g+ 91— e ) f(R)

= e f( e e f(KeT™) 4 (1 — e (K

Erbo O

DEX Y, L 2582701210, I, 07201230, FH4mEE7 —) 2E8f 2 Wb LT
LRM % #EFIH S 2 2 L AWRETH B 2 LAV b, [1] T, EBROBERIEF S REN TS,

B

ARWFFE A HFLSFEIIT IR B [ & 2 P 25 ARRERT eI & 21T 72 D TH 5o
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