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Abstract

A practical problem with barrier options is the one-touch nature of the knock-in or knock-out provision that is triggered if the barrier is ever reached,

however briefly. The contract's payo� can be greatly a�ected by sharp but economically unimportant price spikes and outliers, and there is also an

incentive for market manipulation near the barrier to push the asset price one way or the other. The Parisian variant of the contract reduces this

problem by requiring the barrier to be breached for a specific time period. In this standard contract, the “clock” is reset if the barrier is recrossed before

the required period is achieved; a related instrument, dubbed a “Parisian” option by the authors, does not reset the clock each time the barrier is hit, so

that barrier crossing time cumulates over multiple excursions. This article describes these interesting contracts and presents a procedure for valuing

them.

Article Authors

 Download PDF  Add to Favorites  Share  Labels  Cite  Alerts



(/)
My Account (/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/6/3/71&custom_message=You%27ll%20need%

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjssEZFrGnc3HZUBvDSqRqBz_bwZMO-Czmzaq-WhyL_DILkQqftQrxiD0cmWF4CiKuWvB8WreQ85-af-JobjIgVDxallZUfaUzWmbRHZR5qNCOgnjPVLw58OstBHPFJj5EKWLNbusVziDWI2naSJy7h80vOusEkcgQDWaH6mg6LL1YPHAOJdzU6CqX_mcF8JW3mPOtNrMvYgDSkzj_8AHQcohoaTkzri0mpWPrMaI3sNq2WKnnt7JcaToGZtgCOlpqpmxlEFVWHIdS8FzjPUQF5kT548vzDuvH7lPvvFhYtChRKfdd8rsJJ6Twiaiq69tBJaGf707QBQ_-ddI7mKPHQFPr4jeTyDkpwd3PrN3-0lZueXcrTm-&sig=Cg0ArKJSzFaV6oMHzIsr&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://www.pm-research.com/publish-your-research
https://www.pm-research.com/content/iijderiv/6/3
https://www.pm-research.com/content/iijderiv/6/3
https://www.pm-research.com/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/6/3/71
https://www.pm-research.com/Request-Demo
https://www.pm-research.com/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/6/3/71
https://www.pm-research.com/Request-Demo
https://www.pm-research.com/highwire_display/entity_view/node/51612/content_tabs
https://www.pm-research.com/
https://www.pm-research.com/Request-Demo
https://www.pm-research.com/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/6/3/71&custom_message=You%27ll%20need%20to%20create%20a%20new%20password%20to%20access%20the%20new%20PMR%20website%20for%20the%20first%20time.%20To%20do%20this%2C%20please%20click%20%27Forgot%20password%3F%27%20below.%20For%20help%2C%20email%20support%40pm-research.com


Previous (Https://Www.Pm-Research.Com/Content/Iijderiv/6/3/57) Next

Back to top 

 (/)

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsvYAsuAYsu9sdVBa8Oec8rmqC9vy_gbUl3ScKoKy1J-qbbayjMjr7tHQB_67a36XEzFAssgmTOatM6quHNm8slW8vO9nuV9fvsJPHxOW6r3lSd7VzfMi1NtjeWlyxLaKovc-8H2Ia4dMb4sOKQqp6L87qderoMGestOM7YoEgljjkyRyWf0WK0sj51svzhzGbtWo3yQz57OoEF4ROrT3o4chVCZH13dd1Q-sJrka5sDRS7Yxr_5l4TeatysgUWPk2ge3AO2LrjJFYpQFf6CstFu2TDAP7qzvGJgMyel9S9Z9bHiftqqKJXEEOv6-0Y-hwYs3hWxpdPKspGVIcLTzdDWO7gRqakhl1EedbcUQXnNCIWzl9Xv&sig=Cg0ArKJSzHi47zkM2dBa&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=http://www.jlem.com
https://www.pm-research.com/content/iijderiv/6/3/57
https://www.pm-research.com/content/iijderiv/6/4/11
https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsvwFAhLiDXH12iNFnG0E2O4M2t1R1V0mjeo6PYeMdpOfaTVcA5st9f4JmK-HPUwj-ssJ30s4518IDAfVBbQyPf3JnEoaXPNvh-R8xPvpk8JblHnpWz-oISIAv8YzABvJbRmkLkBm4Sck4mrCysGfhVAH2hSHne4s4lMrSB4r5Hj2Zxa8H9Z-nZGkdUhBUvUD9v4Z6hPOQr8fNCBI2QS0y47TCk1CSicttOOaPmlC2pAoJeDB_GRbhXjzqmsD2Cdo02yoUthiFIAQerVY-j_TGQuhH6W_WJna5s4Sc553OqQ6LmjSUYQTfIT8Oactj2HO6r2aRKhSVlaF5bFyCEAh-AszqjgsTrIi4irIx55g4LadgjdrOjZ&sig=Cg0ArKJSzGjvo_57ILms&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://pardot.pageantmedia.com/JOI-Call-For-Papers
https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsvjxqBT-YshJjbb3_R4eNGmNwgZvQlt6bMwCmDNVMOrufQiQ80SZAN67jdOtXG6u2IKqMWctKzgAGMn08esv90T2zZKpedLCVdb3TZifubUjgOvG3H5NiKVqCxKciBMqq2u91xpvZ4hIdaMwv-teknhBSbU8AaV1K5kmLK5FsHWBxd-n88LFT8Is9xvmaPIAKYOspbXQpn5vaIgVbtKRr4BjXJ2sC0H8YakR9s1G0Uge684Veevk_JOpNHDo4soh-eFsMgPUg3PjCpr3FUU4p2XA7k72hJe8V0EY9r4-ixGcYeqaNXfi57zEUjvctpoEvHnmL6nOQYWmkk3-pnLqAzg_Xa0bzBJP-Mwiq-EAskKNqACdYdQ&sig=Cg0ArKJSzAWV639n_hpD&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://www.pm-research.com/journals
https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsuAnhpiQQBjrpljanjR5VrByqBVb6-EhS2e4d-QLCVMkn9KnGAKZdBDM-A1utfzFf2ZIM0LznIbgkbiQHD30i3jnqz0HHLzmU1qCe89CiCOhKbUAKMgDSMyNxaqS_iL2r7tCWJWycz9jghtzjKIBT7b2Wrizf-EihZUTFcZPyFdEd7FzIvMLkCTW1DjHy3bUvPHSnipIvjj02RrJLfKBetNCRjWNlpFc5EfVl9bsk775k-R3qUmStWu8R4oOPLRW8rm7thWN8VBKyTPZEm-zOSU8GcuWpRgMDsJIqNM0CVzMRol79k7dE1JMYXRGWO5kjfWDFXSxCWF0fMkd4ph7_y2vFdM6yWMhIVb3Lg40Wj2C_FwqD8K&sig=Cg0ArKJSzHEWhno3adEM&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=http://www.jlem.com
https://www.pm-research.com/


Part of the With Intelligence Group

 

About
(/about-

us)

Contact
(/contact-

us)

 

 

tter.com/PM_Research_)ww.linkedin.com/company/pmresearch/)

Locations

New York

41 Madison Avenue

20th Floor

New York, NY 10010

646 931 9045

London

One London Wall

London, EC2Y 5EA

0207 139 1600

Hong Kong

21/F Cityplaza Three,

14 Taikoo Wan Road,

Taikoo

Explore our Research

By Topic

By Journal

Portfolio Management in Theory and Practice (/topic/portfolio-management-theory-and-practice)

Quantitative Finance (/topic/quantitative-finance)

Economics and Financial History (/topic/economics-and-financial-history)

Risk Management in Theory and Practice (/topic/risk-management-theory-and-practice)

Asset Classes (/topic/asset-classes)

Regulation, Taxation, Governance, and Compliance (/topic/regulation-taxation-governance-and-compliance)

Portfolio Management (/content/iijpormgmt)

Financial Data Science (/content/iijjfds)

Impact & ESG Investing (/content/pmrjesg)

Fixed Income (/content/iijfixinc)

Investing (/content/iijinvest)

Derivatives (/content/iijderiv)

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://www.pm-research.com/about-us
https://www.pm-research.com/contact-us
https://twitter.com/PM_Research_
https://www.linkedin.com/company/pmresearch/
https://www.pm-research.com/topic/portfolio-management-theory-and-practice
https://www.pm-research.com/topic/quantitative-finance
https://www.pm-research.com/topic/economics-and-financial-history
https://www.pm-research.com/topic/risk-management-theory-and-practice
https://www.pm-research.com/topic/asset-classes
https://www.pm-research.com/topic/regulation-taxation-governance-and-compliance
https://www.pm-research.com/content/iijpormgmt
https://www.pm-research.com/content/iijjfds
https://www.pm-research.com/content/pmrjesg
https://www.pm-research.com/content/iijfixinc
https://www.pm-research.com/content/iijinvest
https://www.pm-research.com/content/iijderiv


Alternative Investments (/content/iijaltinv)

Retirement (/content/iijretire)

Wealth Management (/content/iijwealthmgmt)

Beta Investment Strategies (/content/iijindinv)

Structured Finance (/content/iijstrfin)

Trading (/content/iijtrade)

Private Equity (/content/iijpriveq)

Practical Applications (/pa-reports)

© 2023 With Intelligence Ltd (https://withintelligence.com/) | All material subject to strictly enforced copyright laws.

Cookies (https://www.pageantmedia.com/cookies/)

Code of ethics (/code-of-ethics)

Terms & conditions (https://www.pageantmedia.com/terms/)

Privacy policy (https://withintelligence.com/privacy/)

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://www.pm-research.com/content/iijaltinv
https://www.pm-research.com/content/iijretire
https://www.pm-research.com/content/iijwealthmgmt
https://www.pm-research.com/content/iijindinv
https://www.pm-research.com/content/iijstrfin
https://www.pm-research.com/content/iijtrade
https://www.pm-research.com/content/iijpriveq
https://www.pm-research.com/pa-reports
https://withintelligence.com/
https://www.pageantmedia.com/cookies/
https://www.pm-research.com/code-of-ethics
https://www.pageantmedia.com/terms/
https://withintelligence.com/privacy/

