Using Simulation for
Option Pricing




Introduction

$ %N &




Session Objectives







Overview




Vocabulary

5)0 § *

2 ol = $
(( & !%$$
%$  ( $&

) 0

6- ( *

2 6%




Risk-Neutral Pricing
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Simulating European Options
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How To Price European
Options with Simulation
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Lognormal Model for Future Price




Example




Variance Reduction
Technigues




Antithetic Variates
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Control Variates
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Latin Hypercube Sampling




Moment-Matching




Low-discrepancy Sequences
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Quasi-random Seguence
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Arnerican PuUi Opilon
5 & Y% )

= % 6N " °; - <L
[

( $$ * t £ @
# %
R T | 9%
& |

5% ) S



11

9
—~
a 4
[ efs
DD
J
1 _
<
s
D7
Vit

nuclan Put

r( I & = >
y,
w12
o
'
EB >‘k
| i=
=

Optlons



—.

|

c

cee-poundary F

r»

N

~

c

I

T

~

%

eraers

YN

J

a
T

~

Proolermn

]
o

ere ers
D D

L

7

er C
OINGY

<P



Conclusion
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