
Accepted Manuscript

Pricing vulnerable options with stochastic volatility

Guanying Wang, Xingchun Wang, Ke Zhou

PII: S0378-4371(17)30456-9
DOI: http://dx.doi.org/10.1016/j.physa.2017.04.146
Reference: PHYSA 18248

To appear in: Physica A

Received date: 29 November 2016
Revised date: 19 April 2017

Please cite this article as: G. Wang, X. Wang, K. Zhou, Pricing vulnerable options with
stochastic volatility, Physica A (2017), http://dx.doi.org/10.1016/j.physa.2017.04.146

This is a PDF file of an unedited manuscript that has been accepted for publication. As a
service to our customers we are providing this early version of the manuscript. The manuscript
will undergo copyediting, typesetting, and review of the resulting proof before it is published in
its final form. Please note that during the production process errors may be discovered which
could affect the content, and all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.physa.2017.04.146


 

 

 This paper incorporates stochastic volatility in the dynamics of both the 

underlying asset and the assets of the counterparty.  

 This paper derives a pricing formula of vulnerable option with stochastic 

volatility.  

 This paper examines how mean reverting level, mean reverting speed and 

volatility of stochastic volatilities of both the underlying asset and the assets of 

the counterparty impact vulnerable option prices. 
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