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CHAPTER 5 BLACK-SCHOLES 5] (BIE:m




Outline

F£—8 BHMERIRESSelf-Financing Portfolio
S &1 Black-Scholes R 72 7712,

S — B0 Black- Scholes EZRFIE AT

SUUET Feynman-Kac AT\ : BS PDERVIERFRRT
hel HmlEFSEEREE

780 =HREEHR S Forward and Futures

NI MR N ol \pir




SRR ERNIREH

& Self-Financing Portfolio




5)) RE A2 2 2R M% Dynamic Trading Strategy (1/2)

- UM ZE—REETUEEENE]BREE -

EEe—RIRNTVEZE R H BN payoff) & hSh ;

SrEE RN ENEEERS ;

h(x) EFBIEREL - h(x)=(x-K ) EEERE] - h(x) =(K-x)' & EERE - KEERE -
—(EBREERERES ( dynamic trading strategy) @ Ji=fE—4BMEIEETE y, 8y HP o
ERisEREtFTE 2 ERE ( ENEE ) HENEL M 6, EFEE2FEE
> (\BmEREE ) BN - BREREE t WESERS ot AR EHSER
&t WEBES a5+6e"

TEEAIRE T BEE - R IREAGNEE I DIE RN TV EZREWRM - 1
E':jl;;/_\EEEﬁ O(TST+676’T=h(ST) °




85 B 22 2 Tk % Dynamic Trading Strategy (2/2)

L4 - B REREEIRE ZHAHE“AT H R E (self- flnancmg) WA - e
MR EASEENES  STHAENEEBREFG NEFEBIREEPTIATE -
SEETIER-SEa J:J//U;”iﬁ TR R |

d oS+ Be™) = a.dS,+ rB.edt
T BB LD d @S+ Bet)y BAANIA M E B BEMERY -

Fﬁﬁﬁﬁ1¥ﬁ£’&‘b (Ito's formula) - AEFBIRERZRE a5+ [ 2—EEB
FMEREHAS  AIEIRENEES .

de_”(GISZ +ﬁte”) :th(e_r’S,)
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= &0 Black-Scholes 1Rl H 2=




Black- Scholes PDE (1/4)

- Black-Scholes 1224 2 & — 1875 B g9 ik R B IR T 17 AR P (money market account)
FIB R EIE R - HOpKRES R0 HEAEE) -

dSt: /,lStdt+ O'Stth ’

HIGIRER So=x
FRERPIEE B RIE—EMD TR dB=rBdt » By=1 - KM B=e" °

BERNZIEIEF (no arbitrage pricing theory) @EZRTTEmMVEE P(t, S,) - B
ZERNE—RKREHEWEE -




Black- Scholes PDE (2/4)

*  ¥f Black-Scholes BEIMEREE 2N » P(t,S,) HIF A o, BEMNIARZEL 6, BEIIR &
BREFT " & (replication) s 12K :

at5t+ Bte = P(t, St) (2‘1)

SRAIFEEANFEE - EE A ERVREREE D - BRATPESEER I (2-1) -

E_H/\/{EH:II (atIJSt+ Btl‘e ) dt + O(tGStth (2'2)
<aP o 1, 262P) oP
=\ —+uS—+—=0°S;— | dt + 6S,—dW,
ot ox 2 ox? ox

Hop - FrERR PHRMOEZEZR (S =X L5TE - i’ L TUHS5EmE
dW:RIBEAES - TS

0P
o = E(t’ Sl‘) (2-3)




Black- Scholes PDE (3/4)

ESERI (2-1) S3

B:= (P(t, Sp— o Spe™ (2-4)

ir (2-3) B2 (2-4) AERTCA (2-2) B - BRESHME dt BREREMESF LSS




Black- Scholes PDE (4/4)

- IEHEAEREEMRES> Ko<t < TEMIL (1% : BB LEENRER

almost surely) °

- EIE - EFH xR S, - EZEREEERELP(L, x) @14 FAY Black-Scholes 1& 172
J3 72 4 (BS Pricing PDE)RY A%
£asP(t,x)=0 (2-5)

- BERR1& (terminal condition) % P(T, x) = h(x) - EFHNRM D EF :

2
EZBS(-)—(i+ 10'2x2 J +rxi—r)( )

o 2 0x? ox




Vavaw

5 — &0 Black- Scholes ZEf=Z#EZ B AT




Black- Scholes Option Pricing Formula

g — BRIV B ERIELS - 508 Cas(t, x) ° RIBIN (2-5) © BEEIME LasCas(t, x) = 0, Cas(T, X)
=x-Kk) Hob 1 22HE  KZ2BHNE - SELoURIAMY A EFEHEZ RS -
it Black-Scholes pricing PDE#EISE & —{EZVEEFIET - HEF A EAZ(heat kernel)
HEARIRGEMSE o LUED NI - mib M AR H EAEES - BF
N —EEPLIRENANETHEE - A EEGTE —EEFR A

Coslt, x: T K) = x NV(dy) = K &0 N(dy)  (3-1)

InZ+ <r +%2>(T—t)

K
d, =
: o\T—1
dy=d,—o\T—t,
1




= = e 8 Ed1&Put-call parity

- BREBEEGT—RAEENEG  HHEEEREEYRZ(put-call parity)
mr

Cas(t, X) - Pgs(t X) = x- Ket7-9
© IPREMEREGROBRMOFTREI
£5(Cps—Prs)(t,x) =0
FCEEARBVE R IR (Cos-Pps)(T,X) =x-K B

(Cas—Pgs)(t,x)=x —Ke T~ |




S/

SENES: N

ERZUE Black-Scholes ATNE DR - RE—EFAERBENSE - U5
ERENRo - —IREET LAEMBEIATILIEM S LIAETIRENR ¢

HEA A —AHENYNEEER - BMILIA

Log return BIE RMHELZE » B2

FETEHINE  REELREELZ ZEaEWZA " BEEIKEIZE (historical volatility) 1 ©
AREFNEE—GHAFMANNTA -

mHA /EE;LEE

B ) WARER - MHABlack-Scholes WL B AT L o - THIE
"= K EIER (implied volatility) 1+ BB MECH 0/mp(T, K) ©

2% AEBEETED  BRENNOTHEBYEK YRR EE (I
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B0 Fe
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Feynman-Kac 2T\ : BS PDE FMERIRRT
Probabilistic Representation of BS PDE (1/2)

- BIZENFREEREI TV EEREE K E] - 2 FBlack-Scholes PDE VR FRIZE - 35
BERED  HIMRZETIS=NATUBERARE - FIERZ - %718 Feynman-
Kac 2T\ - o] DU Black- Scholes PDE Y% - ARy " 1IRGHIE | &0
FRIELK - MERWRENEDS

FEEEREBY "R, B = ;
BEfm—22 s DI EZ AP ANEZERETEIE -

- BEEBEREIOEERTEDN - TEBALINETERR
"HERERPUNERAEZE T - FIRERHMAREIRZEI REERENES, -

EEBIGEERERS TITIRERHRMRATIHE ,  ARERFRY - E—FF
RIERME - ZeTEWAE "REREPUMNEEAE, 25 -




Feynman-Kac 3T\ : BS PDE FFERFTIRT
Probabilistic Representation of BS PDE (2/2)
TEIE 4.1 : (Feynman-Kac Formula) 25 EBHEM D 312 d X.= 8(t, X.)dt + y(t, X)) dW; - H

hy) RRE - H—EEREBT . BIEEGERERES LRNEKE
g(t, x) = E{e™ " ~DhXp | Xi=x} -

g(t, x) Eom.ELL MY PDE

y3(t,x) 0°g
0x2

HOppEIARIEFRIRER 9(T 0 = hog
BE4h - TRERE gt X) me LU ERNRMAHRENE-2) - B DIRERRARAE
ZrfEZEl - WRE-1) -

ag ag —
E(t, .X') + (ta .X') + ﬂ(t9 X)E(ta .X') - l"g(t, x) =0 (4_2)




& Pgg B YT R TR (1/2)

- HMEKREAREZESE _&gid - MABREMN G ZHELBMNEEZERENEEBXRE - B
& 1 Black-Scholes 3] {& PDE

oP(t,x) o’x* 0*P(t,x) 0P(t, x)
+ +rx
ot 2 0x? 0x

—rP(t,x)=0

o HATKIRMGS P(T, x) = h(x) - EERLI LR Feynman-Kac E38 - B o] DA —EX
HFHAZZ R ZIE PDE HYEK E0RZ P(t, x) -
P(t, x) = E*{e"T™Dh(S7) | Se=x} -
- Hop R EMEBR1T 4 M & Black-Scholes 124
dS,=r S,dt +0S,d W;* (4-3)




I~

/7

J2| P h Y7 R B VA (2/2)

< CEREER (RIE) RBENY - S LEER 2R RCER T Bk
1 (risk neutral) o BFIFRE - £/ CKER - AR U SIERERIAR
Ry BEE RN E—2

- B=( (4-3) ol ZIEH - thiF Black-Scholes A 2 FE & —1{& & [
VRIMEHE Z | -




HEZE Black-Scholes B /AT

Cas(t, X) = E* 70 (Sr= K" | S;=x

HPRRERLT S, = Set—oDT0roVT=iz  Z~H(O,1)

Ao EXE AR

(©0)
1
CBS(I, X) = “ e_r(T—t) <xe(r—52/2)(T—t)+O' T—1z _ K) e_ZZ/de
Z*

\/ 27
- EEFATIERREBEENOUE - DIR K = xe—oR2T-0+o(T-1z*

Z*_mmmw—v—a%ma—n

o - BETERIOSRKER -

- 1E
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Greek Letters

77

- RUHEEESREEMEEETAVNNAEMREE  mBLIFRERBRE SN
(sensitivity analysis) ; L 2 EZEEEERFF R IJIENEZ ( BINRRB - 209
MEEx ) BEBFERNSE (HINEREBRIRIR r KER o) WER - WiFELE
R DHME 5 " HIEFE(Greek letters) 5 °

- EEYNER - 9P/ ot UMY (Theta) - d P/ ox MU (Delta) - 92 P/ ax? MU (Gamma) -
OP/ar MU (Rho) : P/ do UM (Vega) - EFBEMIZ - Vega IEE/RREIE
NAEBFE  BEHRGEEMEFPEH - UREMAAESH LEPIEN " HE
FH, -




3
s |
il
ol

Black-Scholes 7=\, G0 HY

C LISROEEREAS  HERTS
B0 -

HEFBSZI(3-2) BLEE

i
£
I
42|
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22 F PR EIAY 77 & Greek letters

- —REDVEEZEENFREFE




—1 [\ /=~ 3
[ Fan 5 358 A) FEE R

- TREARRBERRRER S DIREWEREER C - EREEP - HiEMus
BIZ as ~ ac ~ ap - IWIREHSGHIBEEMZ

W=a¢xS+a-xC+ap*xP,

- bR EHERY

=~ oC oP
delta Cii Ay = as+ac X~ +apX —
- 0°C 0P
oC oP

z =ar X — +ap X —
vega nE{Eﬁ Vw = Q¢ oo ap oo
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HAEIHl & Forward and Futures

A

A AA
/\B[]




N

22 BHForward

1= HiEL 29Forward Contract

MEL [ RZEFEABRZNEPTERZ N - JUA—ESIHNEYT FrVER K- &
RRWE—ERER 7 RESAERERBEE - XENE —=PERAMNLE

- FPREAEARNBE FRER - 2RI RKE A Sy —Fors (t,T) - HREASFTHBZ
ELAABZEMAE - BRI EREIVAKIL :
E* [D,,T (S; — For(t.T)) |St] =0

}ﬂﬂ}
ET

HP ptT =e-r(T-t) @RKE t 2 THWHIRAEF - 288EREAR 288 r- HEET
EfE P IBIE N martingale 94 E

E* [DO,T St | St] = Dy, S;

PARIEZ B(t, T)=e-r(T-t) BNZEZ - ©J1F ForS(t, T) = St/B(t, T) °




\
S

AE Futures(1/2)

HAE ( Futures)

FRRZNRE TEEEH EIBE ( EIEMIZEEE (market risk) ) WS - BEE
£ /58835 (over the counter, OTC) R 5 °

WWHEZON Sl - BEEZRBEEEE R ERA ZANEENERER (credit risk)
MSMBERIEEPRIZFN (ex-change) ARIEIEE2EMIGNEEREWE - WHH
rﬁ% > o 1 (margin mechanism) HFOr/MSBEM - mEtEEZEAMME 2 SH

~




\
S

AE Futures(2/2)

- BIEZAONEBEERDN T Fur(,T)=E*[S;]S)

- BEERANREFEN  2HESENEEE % - SEHRABIMRRNR

Y EIEZ2— & martingale - BJ[EH :

S
Futg(t,T) = e TE* [e"’TSTlSt] = B tT)

- BNRZBHENEE - CNEABNT - ARRIAREIERY(EZE (forward-

futures spread) AlBE A AT = E5HEHIFEHEMRIEE - E2HRN

Fors(0,T) - Futs (0.T) = —0— _ E* [S/]
E* [Dy 7]

(E* Doz Se] —E* [Dys| E* [ST]>

1
 E* [Dyy]

= C Dy, S
E* [Dy ] ov (Do, St)

- Hoppy So=E*[DorSrl S| - EMBITAZHA 42 W—BEELER  ITIRER

B EEREPUEFRMET - 2—1E martingale -




