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ABSTRACT

This paper presents a method of pricing vulnerable vanilla options under the first
passage model. Similar approach can be applied to'solve the dual problem —pricing
barrier options under the Merton’s structural model. By applying the closed-form
solution of vulnerable barrier-options and the in<out parity, we can derive other types
of barrier options. Finally, our formulas can be used to evaluate structural notes, like
reverse exchangeable bond and barrier reverse convertibles.

KEYWORDS: Counterparty Risk, Structural Model, First Passage Model, Barrier
Option.



s

EAN i #p Wacped X pFEEF o 55— & 12 kehmeeting 0 — 42473} Shreve eh
Stochastic Calculus for Finance = John C. Hull 2 Options, Futures, and Other

Derivatives pF » & § 341§ 7 ~ Tl » AP R4 REFE %5 4

ETR

Lo XEFPRFEET AT G e o IR X K F S A Pdp byt o 13k
¥
E

PERoRE TR LN L XEHE PFREN LR

EHI&&FY > BIINAER > FY 00 Byr2 AFe o 2 E3EY 6%
REFLLLADFF AL - BERHIENF L F LR Ol R AR
BAEZ R Ty c R EGE R L g R e A ok 12
o R U ARE Y e R A ATE S mafered > REE P ERP Lk
PR Apdee BMFIS BN E TR GRE O B g R @] 4 R
BAGTH L LDl o 2 R ENIT s 248§ > BB Pied & kb

B Al A g o

—
)4

Boidod R RFANH BRI PEF E A T 828 IR
3R AR Y IR M - R R L o 0 R B

FerBAfr £ i~ FE Y - FEPfoAHR o BHRP -

HFcE Hik
i< BT £ @A AT
PERRAY L4 ESD



AABSTRACT .utrereaeteseteseeseteesesseseeseeseseeseseeseeeseeseeeese s et eese b e s e e s e e s e e e b ee s et e s eese s s e st esses st esseseees [
S OO O PSPPSR 1]
B et h ettt et e ke e bt e bt e e h et et e e bt e bt e bt e b e e nbeesheeeateenrean 1%
B o B BB bbbt 1
EE R o R - OO 1
B 2B TG P I bbb 1
E e N O 3

£
1
Sy
&
=
F
=
»

F- & Klein (1996)F & 9k " iE4E BT 2 3% o, 4
o R I e RO R 6
¥z & Tl A R PSR 7
F 2R L T E o st ittt e e T e 10
AR L A < S e e S S USRS 10
E - é;"ﬁz’zﬁi@ﬁ:ﬂ‘l‘f TFEOR B HF I E 13
=& & Merton BHEHEAIT FEOR T > DR RRT W2 AP 22
BB R B T A T et 36
B — B IR BB b ne 36
FoE FREYREZT AR TR AN EFE 2 (2010)8 BRI . 38
5= e AR 'H_/,,\Jffr—é_—'ﬁ U ERAT 0 F BER YRR e 39
oo & AR 4 $7-Merton ..‘éé—f#;k AT FEORETT AR e 42
%I & AR 1~ 17 Reverse exchangeable bond 4+ Barrier reverse convertibles........ 46
B T R BB R S B e 53
B B bbbttt betene 53
B T A B T g bbb 53
B R 54



P&

Fo 4.1 A A TR T it B 227 Black-Scholes B AT f2 e 36
242 AP ARRERTOHFBRE TN AR DI TR o 37
F. 4.3 A A TR R T 3t B 222 KIein (1996) 3 B fF e 37
244 AP EPIREEE 2 (2010) B0 R 38

WP &

B 11l FPM T eh2 @ F A B BB oo 2
B 1.2 Merton $H . H2T h & F A SRR B EELE o, 2
Bl L3 TG 2E oo 3
B 2.1 B D 7 B B B s B isiertenEe s 6
Bl 2.2 F W BB T F S it enaenaes o Bt i ns st 7
IR A 3 OOt OO 15
B1B2 A I I i it citissnnnsasi s e 25
B AL R FTE EEA T Lo et S ssfdins e 40
Bl 42 207 FAFTR FEA T L i ittt 40
B 4.3 T 59 B TR A T e 41
Bl A4 TUHP P FE TR TEA 3T Lo s e s e s eenees 41
BlA5 2 F FARDT BITR AT Lot 42
B 4.6 T AR HEA T 1] o 43
Bl AT 27 FTATR AT o 44
Bl 48 M E R AT AT i 44
Bl A9 FIH PR ATR A AT 1o 45
Bl4.10 22 FA AT BATR AT e 45
B 411 R TSR EEA T ] e 47
Bl 412 20 7 FAFTR FEA T I ettt 47



Rl 4.13
Rl 4.14
Rl 4.15
Rl 4.16
Bl 4.17
® 4.18 ¥
® 4.19

® 4.20

e AERATR AT

BBV R 2= A E g A A Sl | | I

AN
N

*"ﬂ}&

AA®RATR A7 I

DR R ER o AV

AN
=y

Pt

=4

“’m}

AL V...

L R AR A 4T IV

I Hp pE AR A 4T IV,

AN
=y

TAAE RAR EA IV

Vi



¥-F 4%

¥-8 FErddati
“T3) 7 & N Rk & 9 3 18 (Vulnerable option) » & 4p £ 3% H <7§ = (Option
writen) ¥ s 2 B2 e FH R PEFIR e - A S b ERE ARE S

fek

e Rk

Rl

EAflR2 TR gL g Ry p s A AR GR R AT L
JREE S #(0TC)m 5 » F & AR M ehifsg & 1R 7 & 'R TR T
EORGE G e UESREFES W FRHP S T S(T) 2 3P R
AR s Ko § 3 p R R R O B e Sl R
A HS(T)-K%= B F = (Option holder) 5 e %i& % 2 P > B wicF i
S50<5<1) > PIEHEE = T £7S(S(T)-K) » @ * £.S(T)-K -
FEOGRGEREY B R G RIS HEI DT e o EHFE G

0 3 WP ot i i AR S L M AR

S50 P F A LT S R ARG B D i T e 12 2

sl

PHL P FAA EREOE-EIE T AT EHT SR G ERE
#EFTAT o Klein (1996) & o Z LA & SV (T) 5 &FlP p pFeh @ F A
Di2dffh PEIEFIEFS=(1-a)V(T)/D > #7 & Merton 5% #3
To 3Ok EIRERE2Z P fE @ Rich (1996) #& 1 A2 P f F T L SESE

R T > w A v e i B QR G E R T PR

2 W LA R L. T > R AT R X P RS F
FRAD RIEHF2EH - UBLLEG NP FTARRD P 25 F B2 G

PHLe” ™™ PP p 2 FFEATFHAFFF Do oA FHp LGS F

1



TR FIR I HEAEF AT R FTLETST)-K e AL iFEr 7
TEEBMA 52 & Merton BN AT BE G E O b R RER L
Fi# o i Merton BN HA]T > B wI P R FTAMN D f G
&

);?i-'if/]c’11@12:;(’}]]’&a?kg}é’]fﬁigiﬁ%? :Jé jF‘: D’ Jﬁpﬂmé
PRAMBXRAP AR F T gFL R 22D p s B hARR

FIEp P AL B ARG (T S(H) >Be7 V) 4 2w 2 £ 5] S(T)-K -
GRAARE YRR T O RERETRREY SRRSO FFTAV()
chi & 4130 > X R RV ehf f P Le T sk & 4 S(t) s

Be 7™ » mrigeng @ R GEHBITH 258 KGEH o B2 117 Klein (1996) 74

MG E ARG EHEE inoutparity ¥ L R EFE W AN R EEEHF G

2P FA S
A A
' S(T)
A N i
/ i D I K
A 5
! |
[ : >
| T T
foiE P gELe ™Y
B 11 FPM ™o @5 4 20k & 42 Wk
2T A wR
A 4
T S(T)

v

E,
B

Breg it Be 7Y

Rl 1.2 Merton SH M H0A]T cha @ F A LKL § R R F
2



¥

\u

¥ FIRiE

v A BT A B R AL
L g @™ 96 mER B2 HPE -
2. - Merton BHAHEAT 0 FEAR GOIRWERELHPFfZ -

B T

$ib

¥ =i B 403 PP
TEORGIEL T |e

Merton . ptﬁ Nl
FEROR DT DA

A 4

et § 18

RN S B DR
S; >K < > V; >D
V; >D < > S; >K
V,>L, 0<t<T > 5,>B, 0<t<T

Sty Via @

Kife 51 D:ox &

L L B g

Y [ —+ N ‘/
FEHR || FEAR Ffﬁkﬁf Klein (1996)
e G Tk,l%:%\’rg; 33 gn %
A N ' 2 ﬁjﬁﬁ%éﬂl
Pk X R MR A
l% N

=% Reverse

-

=1 Barrier
Reverse
convertibles

F13 Ff§%i

exchangeable IBEE G R AT
bond | In-out parity BEEID-R
EEIVE |
T kR ”ﬁzfi%j)kkﬁm




Fo% TRTEE

=N

ARG EORGARERE L A o ¥ - & 4% Klein (1996) #7415 &
b ER TR O o F 2 & 4% Merton sn BN A 2 F R R

o B2 HRA LR ST BRI -

- & Klein (1996) % i& ¥ b & 4% & 837§ 2 5
Klein #1996 # > a4 & Ok ‘g PEHE2 HFfE 0 H BT
Bk 1l 2P § Btk B RET S enE B AR
Ci/—vz,u\,dt+0'vdZV
d?S = udt+ o,dZ,
B fous w2 Ffetkiiir E SRR 6, frog & 2 F otk 3R p
SRR L el R EFAR A p AR Y EE
Bk 20 2@ F AP TR €82 i) o @ HEF B0 00 A3
penf EEF MNP ADSEPVT)<DTEH-HP D527
e EHFERNEL LR TD AL EEREOF E ALY -
Bk 3 BEERPIF I=L-a)V(T)/D - d > Klein & 2% # £ 1 payoff 4p >t
Dmz far] > Flpt g @ 98 2 P E/EHF G A 2R payoff it f 7
W%Qﬁk%ﬁéﬁiﬁﬁ2§§é,%

(S(T)_K)+ z(l—a)V(T) (S(T)_K)+
D+(S(T)-K)" D

= 82D 5y -k =s(s M- K

1-a)V(T)

Klein | * -9 & § #enlog E 8 2 7§ fachlog B 2— BAMILE pip

S AF AP @S A A el £ S0 e S o fE A KB P R

4



Klein (1996)4& ¥ 5 & Gk "k cDE B3 258 5 ¢
SoN(a,,a,, p) e KN(ay,a,, p)

1-a)V
+% (Soe(”—PUst )T N (as’ aG , —p) — KN (3.7 ) ag! _p))

Klein (1996) it %05 & G "k g 8370 258 5 ¢

¢ TKIN(-2y,8, ) + =206 TN ey, 3]
1-a)V, r+pogo
_SO[N(_a11a21p)+%e( pos V)TN(_aSIaG!_p)]
He
In5+(r+1052)T
2K 2
i
V 1
In2+(r->0,°+po,c,)T
8 ——D 2
-~
S, 1,
In=>+(r--o)T
8- K 2
o NT
In\ﬁ+(r—la\,2)T
a—_D = 2
o, NT
S
|nK0+(r+;O'SZ+pGSO'V)T
a5:
o~
| V, 1
n2+(r+>-o,°+po.0,)T
a—__D 2
o, NT
S 1
IN=2 +(r- -0’ + po,o, )T
a - K 2
-~

\Y/ 1
InE°+(r+§aV2)T

g =— GV\/-F

(2.1.1)

(2.1.2)



¥

1.

2.

=& KK3lahi g
Merton 5% 72
Merton(1974)% £ & 9 ehFa5 8 4 P p crpFig 4 4 > & 98 7Bt 0

PEARELZMT 2P A G - aR21Y » 27 /5

U
P
4
%
e

MAARANNPFAAIY P FRNERED TR ELEY S F 20 &

Q.

METRP EFAEY o

v

Fl24 HHs @ e m

F = B T

Black and Cox(1976)# i+ 7 Merton #=3] » 35 2 2 &P p 2 meniEz e PR

}15

OO BNEFIRAN TR BELFTANEBME AR21Y > 29§
FaiDr fRPHELZ L d N ERBGATA LD T AT AT P 2

FHEFFEL AP RN EED TR F AT A M

S
X

F_k

=

19 p 2 mB AL e R P it f i Do T AR P

SN R AP F AR P P F A RO P L i AR BT 5 4



FoE HripMIR

T3 21 F &z 32 (Harrison (1985))

M(t) |

2m —w =

T -

B 2.2 # P& b5 F SR

4Bl 230 xpha R yihi REF Y EFHHE 0 F L XM R Y

2 oydh- BEEM ¢ 2 F REE PRI Mo BFF o AP REE AT

tzew o HRBEF PERFPAIIM AAS ST T BERF o RRF PEFER ) W
o T L

P{r, <t,W(t) <w}

W<mMBERT > tr 2 (4F PEBRLT I Hy=mERI T - B> > GF

G2 t5 (PEFRLE PER P EN WS I TALL T P ER L T E 0 2m-wih
fiati

P{r, <t,W(t) <w}=P{W (t) >2m-w} (2.3.1)

Lﬁg“?ﬁ&%f7 TEH PIEH R BT

M(t) = rgli)t(W(s)

dedk o <t B4 T A S ME)Zm o Fpt A T #(2.3.0)i g &



P{r, <t W) <w}=P{M({t) >mW{) <w}=P{W({)>2m-w}, w<m,m=>0 (2.3.2)
d(2.3.2) > A E R EW(E) 2 E M() 8 & 85 A e o

2322 Et>0 0 (M(t),W(t) 8 & % A fe s -

2(2m—w) -@mw’
fM(t),W(t) (m,w) = We L w<m,m>0. (2.3.3)

#P T L Q232NN B S FA T
PEM ()= mW () < W= [ [, o (X, Y)dydx

A (232)E B A A R AT

ZZ

1 = L
P{W (t) > 2m-w}= == e 2dz
W () Baterr],

ZZ

o0 w 1 1 2
J-m .Lo fM(t),W (t) (X’ y)dydx = mmee 2tqz

v FHEmes > RF7

—(2m-w)?

e 2t

_J‘—m fM ()W (t) (m7 y)dy = — \/ﬁ

L 1Y TR

2(2m—w) @’
~f mw)=-————-e % .
M(t),W(t)( ) t«/ﬁ

% 32 2.3 (Girsanov, one dimension) : 4 W(t) » O<t<T » & &3 7 F (QF,P)
Fen— BEPES o HISW(L) 3 - B filtration F(t) o ¥ A 0<t<TE - 54

- 3 adapted process O(t) - # i T &



Q(t) = exp{-[ O(U)dW (u) —% [lo*()duy, (2.3.4)

W (t) =W () + j;(a(u)du (2.3.5)
"R B
E jOT ®2(u)Z2(u)du < o
Bl a8l R P T > REBAWE) A0<t<Tf>- BIREF PEFH o

29 44 AeF

P(A)=[ dP(w) = dP() 4o

A dP(w) (w) :jAQ(W)dP(W) (2.3.6)



AR Ectm ey CEERAT 0 FEOREDEFEL PR T2
i E e R AE- A Merton B SR T 0 B QR G PRBEREREZ P fE
I 2¢ © F| Reverse exchangeable bond f- Barrier reverse convertibles «7z#i§ - & L
BRORE A P A - B PSRRI S oER G Mo
B dfic o f1% F B FIL 2 Girsanov FIZ R E B L F o fe Sl A A E

IECIR Lt T

-5 ALY

131 f{ERL T AE S TABEEHAS

—#2[22 W 202 £2qW+ 2 pzw]}dzdw  (3.1.1)
-p

ENl ﬁ’;rw PR Tl A o A A e ek A fie o die(cdf) ena) 50

[(z+c)" + (W+d)* +2p(z +c)(wW+d)]}dzdw

a b 1
Ll p{( )

1
#¢ R=exp{———(c*+d*+2pcd)} -
p{2(1—p2)( pcd)}
d
(z+¢)* +(w+d)*+2p(z+c)(w+d)
=2°+W +2(c+ pd)z+2(d + pc)w+ 2 pzw+ (¢* +d* + 2 pcd) (3.1.2)
4 (3.11) & (3.1.2) i Al » 7 11 @ | p,q,c,d B BdkeT

c+pd=p
d+pc=q

10



¥ 32 £ KX pT,mneR » R

22 w? (m?+n?)T

L[, ema ™ ™qdw=e * N(-=+d, —c p)
—o0 X+\/1—?W 27T ﬁ
k ex+—2—w 1 —i—ﬁﬁ-munw (m?+n?)T k

2. ot ——e 7T dzdw=e 2 N(—=+d, ¢, —
—o0 o =00 r 272-T (\/-F p)

H

c:x"l__r’o2 +npT —my(1-p?)T
d=-nJT

AL
APHEHS LAPEP > 52585 185k o

H L A0 44 % e Jacobian % B

[z (x+ W)] T T
2= |7=5L+X+p [—W,
Al I-p 1-p
W]_:ﬁw :‘\ﬁw
15) %) |
e I !
H[E MmN T
2 2
ow - ow 0 JT \/1_/0 \/1_/0
0z, ow,
Tt
k po 1 2 WZ+mz nw
[ =
Z + X+ w,)?
~ ﬁ 1 exp{ ( _pz 1 ,0 2 1) _TWlZ
—0 J0 27T 2T 2T
T

11



k
e S O SV

20 2n\1-p? (
2

+2(xp J@= )T —n@- p )T )W, +2pz w1 3dz,dw,
(19953112 3.0)
e+ pd = x, [F220 = )T

Ja=pAT —n(t-p*)JT

_ 1_/92 B 2
. cC=X ’ T +n,0«/'lT m\j(l P)T
d :—n\/'F

2
—c?+d?+2pcd =X?(l—pz)—2xm(1—p2)+m2(1—p2)T T n21- p?)T

2
d+pc=xp 1=p

X2 X2 m?T n’T k
LM —— mx+—+—

1
—p 2T 21T 2 d
=e 0 o '_1—,0 exp{— 20=p )[(z +c) +(w, + )

+2p(z, +c)(w, +d)]}dz,dw,

W, =W, +d

Z,=7,+C
(4{ )

(m>+n®)T  k

Jw ; exp{_#
e 27[«[1—p2 21-p?)

[2,” +w,” +2pz,w,]}dz,dw,

M L 1 1
—g 2 ﬁ —————exp{-———+ [232 + W22 - 2,0Z3W2]}dZ3C|W2

- T Zm/l— o’ 2(1-p°)

(m?+n?)T k
=e 2 N(—=+d, —c, p)
N3
L ENE

12



Fo8 AFSEEHIT FREARGHERELHF
TEF-BFA P Rk e 2B FRIAEPT o RET SNERERE

(riavz)thW(t)

V(t)=V(0)e 2 0<t<T (3.2.1)
S BFARE BHRAR G 2 BFRIRT o PR P A BT

s(t) = 5(0)e" 2 T ONETZO o o (3.2.2)

He pi Ve SHeiphl adic: TWO 2 Z(O) Wz - £ 2k f F g

L(t)=Le” TV, 0<t<T o 78/ » &F L BHAT > § RGP FE &F P

TAEARNFE  FAL

S(T)>K, (3.2.3)
V(T)> D, (3.2.4)
eV () 2 L(t),0<t <T e (3.2.5)

A pE - (3.2.5) i 4

v

min —=%
0<t<T L(t)
(L0, 2t roy W (1)

.V 2
= min (e >1
0<t<T |_e‘7(T -t)

1, —
. (o )ta, W (D) L
—mine 2 — "

0<t<T > \V (0) (326)

E(r-y =20 o WO = W(T) -

1 1
a=——(r-y-30,7) » # @ W () =g t-W(t) » & % & M(T) = maxW(T) -

0<t<T

mine 70 5 L g
0<t<T V(0)

oy M L
e MM s — 7T

v (0)
L

- M(T)<—g(ln\m—ﬂ)—l (3.2.7)

13



AFEHp Taad % ﬁg—)f‘r-s)ri% l% e o W(T)‘g\é'lir—f :
(ria\,z)Ha\,W(T)
V(T)=V(0)e 2

1 1 _
(150 )T =7 o) T -0y W(T)

=V (0)e
=V (0)e" "™ (3.2.8)

*%Usz)Tﬂfs [PW (T)+\l-p? Z(T)]

S(T)=5(0)e"

=S (O)e(r_%"sz)”"S [ (e T-W (D) i-p? Z(T)]

1 - ~
(PEUSZJrUSpaV YT =05 pW (T )+0 {lfpz 7m)

=50 (3.2.9)

Tt (3.2.3) fr (3.2.4) ¥ 12 B &
V(T)>D

:)V(O)e}’T—O'VW(T) >D
3\7\7(T)<—i(|nl_ T)=d (3210)
o V() L 2.

S(M)>K

l ¥, ~
(r_Easz +ogpay )T=05 pW (T)+0g "1—/72 Z(T)

= S(0)e S K

:>Z(T)>GS\/1—,02 [In S(O)—(r—zaS +opa, )T+ 1_pzw(r)
= 2> y+ W (3.2.11)

2

1-p

1 K 1 X
og\1-p? Ln 8(0)_(r_5"S +05004, )T] (3.2.12)

#dy=
B w e i AT FR R ENFEL > AE T £

(SM-K)Y cgzHes®yp T#HF2RE > £F6ST)-K) - FE Htr<T
HFAoRE G EPS FHRART o E=06-E[e"T(ST)-K) |F] -« Fl
Piphe? 2 LRG> APy g TELEFI T 2R GDEET UG

v
*

14



C=Ele ™ (S(T) = K) Lot geaur ]+ SELE T (S(T) = K) " Dt e ]
+0E[e " E[e" " (S(T) = K)" | F. 1l tgtaut ot 5]
=[5+ L-E[™ (S(T) = K)o ceraury ]+ FELE ™ (S(T) = K) gt 3]
+€ TSE[(S(T) = K) gt ot 1]
=e" (1= 8)ES(M) ~K) Ly -rowryoop] & TOES(T) = K)']
=& (1=8)ELS(T) = K)oy -towryo.smy] + € TOELS(T) = K)']
p o] HETSRISM)-K)']

N
—e T (1-8)E[(S(T)—K)-I.]+e " SE[(S(T)-K)*] (3.2.13)
~1 s M) <), W(T)<d ®

{M (T)<I W (T)<d, Z (T)>y+—L ZW(T)
1-p

=e T (1-8)E[(S(T)-K)I

{M (T)<I W (T)<d,Z (T)>y+

Z(T)>y+—L—W(T) > Bl =1; Ep/1. =0 -
1- p?

# ++ (3.2.13) 5% chE[(S(T)=K) ] 254 704 * Black-Scholes e 37 2 5¢

For o FLt R g A E(S(T) - K)-do] s St | cff 2 > o 2 LE
<300 A dTRT § o FIEAPES RS AR £0<d<| > RIS FF
4o 3.1 77 o Fd <0<l BIFAFRLE B2 57 4 3 kA PR

EA AR A o N

{(m,w); w" <m<l,-o<w<d} (3.2.14)
1 4 -
1 M- v
] M=W

— > M
2
B31 fie gl 32 FAFEmEI

BEAPZEMT)W(T),Z(T) 555 & 455 4 fe Sl d 5 (M(T),W(T)) 22

15



ZTM) Mz > =02 M(T),W(T),Z(T)chm & 4 % A fie & e % > M(T),W(T) 5% &

B e dntied t Z(T) et 5 4 e i ¥

f '\A/'(T)W(T),Z(T)(m’w' Z) = TFZ(T) (Z) : Tf/[\AA(T),V’\](T) (m1 W) (3215)
THBAP - # BW@E) P 23 B en® PES > J4E I 21-F T
70w g 5 (M), WD) &P = 2 & g %0 o 5 5

2(2m-w) _ _emw?

f o w<mm>0 (3.2.16)
T272T

M(T),W(T)(m, )

AW =a, t-W(t) » 2 W(t) & -W(t) £ § 4p e i 5 0 fe S - 17
2.3-Girsanov T 32 » 3\ i _& 0P| B Gk B S

— 1, i 2 il 2
Q(t) _ eavwm?av t =eav(avt WD) oot A\, LW ()50
114 (236) > P(A)=[,QMdPM) = [ e =" dB()

5 B(A) = [ dP(T) = jjig; A1) [, ooy PO [, aB(r)

33 (M(T)W(T)) &P o & g o 4 e bl 5

2(2m W) av W—*U‘VZT—(ZN;_W)Z

fo o (m, w<mm>0 3.2.17
vy (M W) = T\/ﬁ ( )

FARPT o ZM)RAN Y B 0 RRAE Ten¥ BAR - Bt Z(T) i
A\ﬁafxrﬁﬁié

Z(T)(Z):\/Zl?e_;, ~0<z2< 00 (3.2.18)
4 (3.2.17) 4v(3.2.18) £ M(T),W(T),Z(T) T & 4 S A el b
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22 1 (2m-w)?
1 e*E ) 2(2m —W) %W*EQVZT*T

, ~o<z<o,w<mm>0 (3.2.19)
27T TN272T

E[S(r)-l ]
_E[S(O) S5t +0gpa )T-05pW (T \i-p? 2(T) r

{M(T)d,W(T)<d,Z(T)>y+Jp:2W(T)}]
1-p

2

z
J'I e_JSpW+JS‘¢l_pZZ . 1 o7
N

1 >
(r—=o5“+ospay )T d po
= 2 .
S (O)e .[—w J.y+

e 2T
J&W v 27T
_ a\,w—la\,z _(2m-w)®
.Me 2 T 2T dmdzdw
T27T

2
(r—10'52+0'5pav )T —ia\, T od poo 0 PWHO «?l—pzz—z—wsz
=S(0)e °? 2 J' J' 2T
0 dy+

P w 1 €

' 2(2m-w) R
dm)dzdw

0.5z )

2 w2
_ S(O)e(r—%o'szﬂj'spa\/ )T—EaVZTJ-d J»oo Le—aspWHJ‘s \fl—pZZ—ZZ—T+aVW . (_e_(ZW‘ZTW) |m:| )dZdW
—oWy+ 2w 27Z'T m=w"
1fl—p2
> 22 w?
_ S(O) (r- O'S +0g paty )T J- J- —o‘spw+0'5 \ﬁ—p Z—E-szw—ﬁdzdw
—0 y+
" r ks (21-w)?
—J.d J« 1 o‘spWJrUs«?l piz— ST W dZdW)
0 dy+
2 W2
_ S(O) (r- o—S +c75pav)T j J» 7o—spw+o-sxfl PPz o avwfﬁdzdw
—0 y+
—gz —o‘ PW+0C \yl pPz- 2 +o4 W+2I—W—W—2
_e T .[ J' sPRTas 20T 2T gz w)
—o0 y+

(3 2 38efE & £ m=0gy1-p° N=a, —oyp, 15 £ 3

Hff A 4 m=og\1-p?,

2l
n=q, +?—0'5p v 45 T2 3.2)

1 2. 1 2. 1 2.
O'S +ogpony )T——=o T —osT—oy posT+=on, T
—5(0)e" 2“7 (g2

2 N(%m,—gl,p)

1
6T —ay pogT+=a, T +2a1-2plog d
_ a2 2 N(ﬁ+h2,—gg,/3))
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+ hl,_gl’ p) _ S(O)erT+20z\,l—2pI0'S N (i'i' h

\/-F 510y, P)

=S(0)e" N(i

N

(3.2.20)

Hoe

g, =Y 1_Tp +a, PNT =T, h = o oNT -, T (3.2.21)

1-p? 2lp
= T+—=- , h,= -——
d, y1/ T tay ONT + Nid o\ =g, oNT —a, T \/"IT

E[K -1.]

2_w(m)
V1-p
—L ) 2(2m W) U‘VW— ava (2rr12TW) ddedW

=K-P(MT)<IW(T)<d,Z(T)>y+
- K 2T
J—Jw I \/ﬁ T2
722 w? 22 (21-w)?

av oy W——= d poo 1 L tayw-
(J-_w J.y+ w m € 2T 2T dzdw — J:w Iy+ \/I%W m g T 2T dZdW)

1av T+2ay1

—7(1va E0’v d
=Ke 2 [e? N(F 5, =0;, p) — €2 N(F"’hw_gmp)]

d ; d
= KN (F+ h,,—0,, p) —e*“'KN (F+ h,,=9.:0)] (3.2.22)

H o

gs = wal_Tp +a, pNT, h, =—a, T (3.2.23)

1-p° 2lp 2l

+a, pNT + h,=-— -——
T ay P \ﬁ 4 ay \/'F

9, =Y
A1) L‘L T i _@1}’3_41!]—!? , —f‘ 13— ‘/'])i " Ljf‘]% ’}Et—t_ﬂizﬂ& O‘ﬁ‘ﬁ%’ [N
d 2a1-2plo. d
C=0-0){SO)N(—=+h,,-g,, p)-S(0)e* " N(—=+h,,—0,,
( ){()(\/_Fhl%/?) Q) (\/'F b, =02, P)

-r d —IT+20 d
—Ke TN(F+h31_g3!p)+e ! ZVIKN(f_'—hM_gMp)]}

+5[S(ON(-g,) ~Ke""N(~g,)] (3.2.24)
T #(3212) g, 0 FU45(3220) » AT R E)
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-0, = _{y»\/l_.l.p +avp\/-F_O-s \ﬁ}

1 K 1, 1
=_{O'S\/1—p2 [In S(O)_(r_EGS +o5p0,)T]

1 S(O)
Gs\ﬁ[ln +(r—

1 S(O) 1,
asﬁ[l +(r+§ )T]

¢ Black-Scholes 7 i =34 end 4p e o @ #-(3.2.12) 3 * w —g, » 1945 (3.2.23) 7

1_ 2
—93=~{y«/ Tp +a, T}

1 1, 1-
:_{GS\/]?[I S(O) (r_EO-S +O'5,00{V)T]

1 50 _3
US\/—[l +(r )T

¢ Black-Scholes 37§ = 5% ¢hd, 4p fe—2

1-p° 2lp 1 K 1 ., 2lp
= o, pNT + =2 o NT =———=[In———(r+ =6 )T]+ =%
% y\/ T AP J2\ i asx/T[ $(0) ( 2 s )T JT

o 1-p? 2lp 1 K 2lp
9 =T e 8(0)( 27

% D0 F L0 pF >

—pz +C(V,0\ﬁ—0'5 \ﬁ}

1
5 Zo +o pa,)T —o.a,pT +0T]

2
P ta,pT}

D
limd = gg[—g(ln\m—yT)]—
L
ILlLr(])I = 'ﬂTo[_E('nW_m] =
g, =il <o -+ 507123
K _retoryre 220
osﬁ[InS(O) (r+205 )T]+ﬁIL|Lr(1)I

Lo+ 22 0w
asﬁ[nS(O) (r+20S )T]+\/1T
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im g, ~ lim{—— 3?['”5?0) <r—%asz)T]+2'Tp}

_1 2p
_O'S\ﬁ[ S(O) —(r— > S)T]+ _I_Inggl

B e S T

O's \ﬁ S (0) 2 \ﬁ

ILIE’(])N(T"'hl =05, p) = N(0,—g,, p) =N(-g,)

IlmN(\/— 2 gz’p):N(F"'hz’_ooip):O

ILILT(])N(ﬁ 5,—03, 0) = N(0,—03, p) = N(-9;)

lim N (- 4 b, 0, p)]=0

Lo \/— h,, g41p)]:N(ﬁ

A D202 Lo0T LA E R G TR AR 0 S B
D||0r[] OC (1 5){S(O)N( gl) S(O)ezavl 2plog 0-Ke- rTN( g3)+e"T+2“V'K 0}
+S[S(OIN(-g.) Ke " N(~g;)]
=S(0)N(-g,) - Ke""N(-g;) (3.2.25)

I Black-Scholes 7§ 37 72 5t

Fetkers Vi & ) (wﬁ’sﬁﬁf‘“’]—f "" E 9k ‘ﬁm?’}ﬁ Eﬁ?F'&Or’J’H% =

P=(1-3){e " KN (F +hy, gg,—p) —e” KN (F +hy, 94, —p)]

—S(O)N(%+ ., —p)+ S (0)e?! 20 N(%mz, 0-p)}
+6TKe "N (g;) - S(ON(g,)] (3.2.26)

FETR AP R e FPP 2 I F R ERRT TR
g 8 K $ 7 i& X b *& 7 Reverse exchangeable bond #;* - Reverse
exchangeable bond £ d # % fcg A A FATEX (TR F X4 §48) 2 7¢
PR NG TS AR R A e o Aok DI P 2 R AR R R A e

A PR FAT vk B4 L F AR E 2 AP p LK
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AR KT A BT PR AR E B L R A NP R A KL EH
31T > F i ¥ b *& o Reverse exchangeable bond # & - 5 i& ¥ b ‘&0 X2
FEOR G L F oD FEAR GO L G T 2 A ] E G TR %
Bro AP 2 REFEIRGDEX RKITFFEdBELZF Lo L X

c» i

FLAGIPP A RFEIRGDFERES
VB =E[e" (F + FCT) g0 gty + SE[E ™™ (F + FCT) g ac 73]
+SE[e™ (F + FCT) | igeraun ]
=[5 +1-)E[e™™ (F + FCT) | rmuny] + O[T (F + FCT) g ac 73]
+e TSEL(F + FCT ) gutaut o 1]
=e T (1-S8)E[((F + FcT)!I (v Lo+ e " S(F + FcT)

=" (1= 8)E(F + FCT) |y ooy oy ] +€ " S(F + FeT)

=" (1-8)E[(F + FcT)I J+e7"5(F + FcT) (3.2.27)

{M (@ )<L W (T)<d)

1245 (3.2.14) & (3.2.17) 7 11 B4

2 (2m-w)?

2m— W) a’vW— a’vT

E[I{M(T)<IW(T)<d)] LOI J— T dmdw
ayW—= [= _(Zm—W)Z
:J‘d e ZWT(I'M T dm)dw
— 22T T
1.2 C(@em-w)?

I ?%ﬁ<% T dw
m=w

-~ JorT
(21-w)?

:J~d 1 aVW av - _J< a\,wfia\,zT o dW

SN J__

(W T)? [w—(a T+2I)P

d 1 2T 2041
= dw—e“* e T dw
J“’H/ZﬂT I \/271'T
w—ao, T w— (e, T +2I
(B £ w = g 4w, = M IR
d- avT w2 d—(aq, T+21) W’
_I —e ZdW—eZ“V'J. T —e 2dw,
- 2
:N(d_avT)_eZale(d_(“vT+2|))
Nig N
Fw (3227)F @ b H L EHAT 0 FEIR G E GBS
e (1= 8)(F + FeT)N(EZATy _gzain A =(@T +2Dy o5 4 et (3.2.28)

N N
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Flet oo p S B BRI T 0 FiE 9 R ‘& o Reverse exchangeable bond # i %

OB G PG ERE TR GG L @z%p%@zm)o

$=8% A Merton BHNEIT - FEHREHT I AHRRE L HPE

.

TE 5

o’s )t+o‘sW (1)

S(t)=S(0)e" 0<t<T
FoBF AP RRAR G D FRIAET o RAT SRS EAR

V() = V(O) Zot oy (oW () f1-p 2(1) O<t<T

HY piV @ SEaahl i, P W) 2 Z(t) b o

- BFARE B AR %Y 2SR P T RAT A E AR

(3.3.1)

(3.3.2)

I ¥ &MY 4 B(t) =Be7 T L0<t<T o 7RA A Merton SHENHCL T 0 i
AREHTNHREE REF T AL 29T T L
S(T)>K, (333
V(T)> D, (3.3.4)
S(t) > B(t),0<t<T (3.3.5)
A e 7 #-(3.35) i
min&>1
0<t<T B(t)
- ( ) (r%crsz)thW(t)
BEU LTSS
- 730'52 +osW
= mine 727 NO B o (3.3.6)
0<t<T S(O)
r 1 o W W
% (r_7_§o-s t+oW(t)=-oW() >
1 1 2 oy v " \
¢%=———U—y—§65)’%é’MKUzaJ—WG)°I' U)[ﬁ%WUV
GS <t<

P (336)F 1B &

22



. B _
ming osW® 5 _— 77T

0<t<T 5(0)
MM 2 T
S(0)
S MT)<——(In-2__,T)=b (3.3.7)
o s 77 i

HBp T ERR e P T W(T) 2o
(r-102)T+os W (T)
S(T)=S(0)e 2

1 1 =
(r=5 08" )T =(r=y =505 )T-osW(T)

=S(0)e
= S(0)e” WM (3.3.8)

V(T)=V (O)G(r%of)ﬂov LW (Tyi=p?Z(T)]

_v (O)eu—%cvz)nav [o(asT-W (1) +i-p?Z(T)]

1 . ~
(r,EO-VZ +oy pag )T —oy pW (T)+oy aél-pz Z(T)

=V (0)e (3.3.9)
]t (3.3.3) 4r (3.3.4) 7 1L
S(M)y>K
= 5(0)e”" VM s K
K

~ 1 -
:>W(T)<—G—S(In%—ﬂ)=k (3.3.10)

V(T)>D

1 . -
(r—50v2+‘7vpas )T—oy pW (T)+oy \fl—/’z Z(T)

=V (0)e

= (I’—%G\,2 + oy, pog )T —avp\7V\(T))+0V«/1—pZZ(I') > In\%

L [In—— (10,7 + 0y, pa T+ —2—W(T)
oy \/1— pt Vv (0) 2 1- p?

= Z(T) > x+—L—W(T) (3.3.11)
1-p°

= Z(T)>

HY x= ! [l D

1,
n——(r-=o,%+ ] -
V) ( ZGV o, pas)T]

RHR %Y = L% A Paryg & Merton BHEA AT 0§ EHR GT S
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Era—IT
E[e ' '((S(T)_ K)' I{V(T)>D,0m<li<nrS(t)>B(t),S(T)>K}

ra-am ST,

{V (T)<D, min S(t)>B(t),S(T)>K})]
0<t<T

= E[e™ - ((S(0)e”" "™ —K). 1|

{Z(T)>x+

P\ (T), M (T)<b, W (T)<k}
1—p2

0'v 240y pas )T -oy oW (T)) 4oy \1-p? Z(T)

+(1—a)V ()"

. (S(O)e}/T—O'SW(T) _ K) |
D {Z(T)<x+

£\ (T),M (T)<b, W (T )<k}
l—p2

=eTE["l,—1,+e"1,~1,]

H o

I, = E[S(0)e "™ .|

{Z(T)>x+

W(T) M (T)<b, W(T)<k}

Yl
|, =E[K-I

{Z(T)>x+—LW (T), M (T)<b, W (T )<k}

«?1—/)2

(1- 06)

o‘v +o‘v pag)T oy pW (T)+oy -\/1— Z(T)

EV (0)e” .S(0)e "™

{Z(T)<x+

|3
LW (T),M (T)<b, W(T )<k}
aflfpz

Uv +‘Tv/m‘s )T- GVPW (T)+oy \ﬁ‘ﬂ Z(T)

E[V (0)e” K
y

{Z (T)<x+—L W (T),M (T )<b, W (T)<k}

-
;\.,Fa«f}ﬁﬁ/ﬁ\#%} d>b>0>m k>0 k<0 > 'ﬂﬁl‘ﬁgﬂff’rﬂ/”\ﬁﬁﬁﬁ

ﬂa)

|4

F#0<k<b - Pl A # Fl4cB] 3.2 #17 2 k<0<b » RIff # # Fl4-F 3.3
ST o SRR A R A RIS AT R SRR

{(m,w); w" <m<b,-0<w<k} (3.3.12)
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> =)

M=W W o
b A Ve
k b |
. 17 k R
kb M
iy
W32 g~ @l B33 A #FV

FF A P45 (3.2.16) 2 %32 2.3-Girsanov 32 > ¢ 3 W(t) =t —W(t) > %

PR 3 7]

asW (1) —L ot as (ast-W (1) —~ag’t —agW (1) +Lag’t

Qt)=e 27 =e 2° =g 2% 0<t<T

e P = 0p)= [P Dapraye). Las

1 11 (M\(T),W\(T)) AP T e & A fe Stk L

2
ap_(2m-w)”

2(2m—w) “S""’“S T w<m,m>0 (3.3.13)

T orerymer, (myw) = 22MZW)
M(T),W(T)( w) T\/ﬁ

B M(T),W(T),Z(T) P = e & $ % A fie i &

fa (T)W(T)Z(T)(m W,z) = Z(T)(Z) fM(T)W(T)(m w)
ZZ

2
1 = 22m-w aw—la 7 (2m-v)
=———e .22 _— ( T2t ip<z<oo,w<mm>0  (3.3.14)

27T T\27T

29 (3312 4r(3.3.14) » AT g, 1,1, 1, iE - ff A RjR o
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I, = E[S(0)e "™ .|

P__\W(T), M(T)<b, W (T)<k}

1yl—p2
(2m-w)?

jb oL g, 202m=w) aSW_?aST_ 2T dmdzdw

—S O k po
- ( )J‘—ooj.m-iw w* 27T TW

{Z(T)>x+

l—p2
Lol ek e 1 _Gsw_ﬁmsw b 2(2m—w) ~(2m-w)?
=S(0)e 2 Jloojmiw_z;ﬁe 2T (J‘er 2T dm)dzdw
ifaswmsw _mw?
-5 [ Jo 2 WZ,,T T e dzdw
,Eas T ok poo 1 ,Zzi,o-s W-ag W,;\i
=8O [ [, , 5oe7 " dzdw
o i O W+argW (b W)
s@e [T, e 7 dzdw

(1245 22 3.2)

; 2T %aSZT-#%O'SZTfaSO'ST k
=S(0)e ‘e N(F+dl, =Gy p)
; SZT %as ’T +%0'52T —agogT—2bog+2ash k
—-S(0)e ‘e N(fjtdz, —C,, p)
—5(0)e o2 TN d, Lep)
\/— 1 15 P
L 52T —agogT “2bog +2ab k

-S(0)e? (?

H

1_ 2
C1:X1/ T,O —O'Sp\ﬁ-l-aspﬁ, dlzo_s\/-F_Ofs\/-F

fl— ? 2b 2b
C, =X Tp —asp«/'?+asp«/'|7+ﬁp, dzzasﬁ—asﬁ—F

|2 = E[K I{Z(T)>x+ W (T), M (T)<b, W (T)<k}
ﬁ
,i a W**as -am- W)

—0 x+ 272'T T \l27ﬂ-

,70(52 © *Z*“’CSW B 7(2m7W)2
_ ke TIKI L 2 Gy dzw

—00 J X+ L w 272'T ’ T
Vi-p?
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22 (2m-w)?

1 5
—=asT ek po 1 ———+agW _—_
=Kke 2 [ e ™ "(e T " Ydzdw
—o m=w

2

1, 72 w
5% T pk poo 1 —rrasWo
=Ke I J. ——e dzdw
-

—iaSZT k po 1 —i+otsw—(2b_w)2
—Ke " [, e 2T dzdw)
X+

720552T aSZT k ; SzT %aSZTJeraS k
=K N(f+d3, 3, ) Ke -€ N(F+d4,—c4,p)
_KN(-K ¢, p)—Ke®N (- +d,,—c,, p) (3.3.16)

N N

H

1-p°
C; =X = +aspx/'|T, d3=—0(sx/'|T

1-p? 2bp 2b
c =x1f—+ JT+EL0 d, =—a T ==
4 T asp «/:I'— 4 25 \/'F

1-a (r— io‘ 2oy porg )T =6 pW(T)+o- 1’1—pZZ(T) Yy
I, = ( )E[\/(O) 2t R ) -S(0)e W™
-
{Z(T)<x+ W(T) M(T)<b W(T)<k}

ywa

(1 a) O-V * oy pas)T —o‘vaHTVﬁZ —ogW
=V (050 [ e
1 -2 2(2m-w) asw—faszT-(Z‘“ w*
: e . 2T dmdzdw
N27T TN272T
_ (1—a) (r- ch 2oy pag)T 7055 —o‘va+0'V \/1—72—0'3W—£+a5w
==V (05 (0)e [ j_mv’z = i
_ _(Zm—w)
.(J'time 27 dm)dzdw
— r—io-\,2+o-v o Ly £_w —oy PWHGy A[1- ZZ—O'SW—i-*—aSW
_=a)y gy ope =T [* [ L g Ty
0 J— 27T
(2m-w)?

(—e 7T [ )dzdw
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L,
(1 a)v(o)s(o) C’v oy pag)T 2 T(

2

2
w

—+0oy \/l PP 1-0y pW—0gWHagW———
E 2T dzdw

—00

(2b-w)?

+o‘v «/l pPz- Oy PW—0gW+agW— o7 dZdW)

_J‘ J- 7’02 _eZT

L,
(l a)v(o)s(o) ‘TV oy pag)T 2 T(

1o’va —agpoy T +10'52T +£aSZT +posoyT-ogasT k
2 2 2 N (

f+d5’C5!_P)

io’v T—agpo, T +£o‘5 T +1a5 T4 pogoy T-osasT+2asb—2bpay, —2boyg k
—@2 2 2 N (

f"‘defce’_lo))

1 (04 1052T+ ogoy T—ogasT k
-9y s (0)e™ T N +05..p)
152 +pogoyT—ogasT+2asb—2bpoy, —2bog
(- a)V(O)S(O) 45057 T 4030y T-0sasT +2asb-2bpoy ~2b N(%+d6,c6,—p) (3.3.17)
Ho

1_ 2
G = X\f T/O +aspﬁ_av\ﬁ_o'sp‘/f’ ds =0y \/-F"'O'vp‘ﬁ_as\/-l?

/1— ? 2b 2b
C6:X -I-p +aspﬁ_dv\ﬁ_asp\ﬁ+7p, d6=O'S\E+O'Vp\/-F—OlS\/-F—f

(1- a) (1207 +0y pas )T 03, pW (T )40y \imp? Z(T)

2 . .
I4 E[V(O) K I{Z(T)<X+J17W(T)M(T)<b W (T )<k}
=) ey e = P
_i a W_iasz _(2m W)
! e T -2(2m W) : T dmdzdw
27T T\/27ZT
(1 a) KV (O) ov %+oy pag )T - as J- J- W 1 e—Em—v \/1_71_5va+0(5\,\,
D o0 4~ 27T
_ 7(2m—w)
(ji@e 7 dm)dzdw
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2
—ZZ—T+0'V «fl—pz -0y pPW+agW

(1— CZ) (r—la\,2 +oy pag)T —EaSZT kK pxe—2_w
— "% ky(0)e" 2 2 L e
D ( ) J‘—oo.[—oc r 27[T

_(2m-w)®

(—e 27 ™ )dzdw

2
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Black-Scholes § 37 = 5% vt fde & $2 4.1 ¢
AAK T | V(0)=90 o, =0.15 p=05 delta=0.4
Our model 8.369744 8.369744 8.369744 8.369744 8.369744
BS call 8.369744 8.369744 8.369744 8.369744 8.369744
S(0)=30 | o0,=0.15 T=2 r=0.07
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S(0)=50 | o05=0.15 T=2 r=0.03
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Zde - B Klein(1996) 3= & 5%tk > 4ok 12 4.3 ¢

A AZE | S(0)=30 V(0)=90 V(0)=110 p=05
Our model | 7.442009 | 2273429 | 7.027818 | 7.740897 | 8.057731
Klein 7.442009 | 2.273429 | 7.027818 | 7.740897 | 8.057731
p=-05 o, =0.15 o, =0.25 o, =0.15 o, =0.25
Our model | 6.58865 6.447346 | 8.479698 | 7.799244 | 7.104922
Klein 6.58865 6.447346 | 8.479698 | 7.799244 | 7.104922

o=0 0=0.5 r=0.03 r=0.07 T=4

Our model | 7.931773 | 6.952246 6.17314 8.800805 | 8.916267
Klein 7.931773 | 6.952246 6.17314 8.800805 | 8.916267
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D=90,T=3,4=0.25, 5;, =0.2, o', =0.2, p =0,r=0.05,gamma=0.06 » % & # % %_» 4r % &
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K T B=20 B=25 B=30 B=40
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3% 6.908868 | 7.417882 | 7.414524 | 7.359950 | 5.352632
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