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Tab. 4 Option value corresponding to different strike pricing of K with red interest rate and fixed dividend

ARIES [# % 7341
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272.5 25.45 25.511 4 0.064 4 25.54 25.514 8 0.064 8
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Pricing of European option with dividend based on g-Gaussian process

Liu Limin, Yan Yulei
(College of Mathematics and Information Science, Henan Normal University, Xinxiang 453007, China)

Abstract: This paper studies the pricing and parameter estimation of European options with dividends under g-Gaussian
process. Firstly, the pricing formulas of different dividend cases are obtained. For the dividend problem with red interest rate,
the pricing formula of European call option is obtained by solving the stochastic differential equation with dividend. In the case
of discrete dividend, the option pricing formula with discrete dividend is derived by constructing hedging strategy. The study of
parameter estimation in Gauss process, for ¢, the value of Hurst index H is estimated by R/S analysis method, and then ¢ is
estimated by the relationship between ¢ and H. The estimators of 4 and ¢ are obtained by moment estimation, and the unbi-
asedness of 4 estimators is proved. Finally, the simulation analysis is carried out, and the stock price and option price of Mi-
crosoft are used for empirical analysis.

Keywords: European option; g-Gaussian process; dividend; parameter estimation
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