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This article proposes to price an American option by approximating its

early exercise boundary as a multipiece exponential function. Closed

form formulas are obtained in terms of the bases and exponents of the

multipiece exponential function. It is demonstrated that a three-point

extrapolation scheme has the accuracy of an 800-time-step binomial

tree, but is about 130 times faster. An intuitive argument is given to

indicate why this seemingly crude approximation works so well. Our

method is very simple and easy to implement. Comparisons with other

leading competing methods are also included.

https://doi.org/10.1093/rfs/11.3.627
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/rfs/search-results?f_TocHeadingTitleList=Article
https://academic.oup.com/sfs


Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Sign in  Register

Sign in through your
institution

Sign in with a library card

Sign in with username/password

Recommend to your librarian

Institutional account
management

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Pricing by American Option by Approximating its Early Exercise Boundary as a Multipiece
Exponential Function - 24 Hours access

EUR €53.00 GBP £44.00 USD $58.00

Rental

This article is also available for rental through DeepDyve.

https://www.deepdyve.com/lp/ou-press/pricing-by-american-option-by-approximating-its-early-exercise-gToG0nyu3x?key=OUP
https://academic.oup.com/my-account/register?siteId=5511&returnUrl=http%3a%2f%2facademic.oup.com%2frfs%2farticle-abstract%2f11%2f3%2f627%2f1595457%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=rfs
javascript:
https://academic.oup.com/rfs/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5511&returnUrl=https://academic.oup.com%2frfs%2farticle-abstract%2f11%2f3%2f627%2f1595457

