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economically about the models in the right way. In particular, we argue that there

is nothing inherently objectionable about either model.

e This is a preview of subscription content, log_in via an institution (2 to check access.

Access this chapter

Log in via an institution->

Subscribe and save

@ Springer+ Basic €32.70 /Month

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
Store and/or access information on a device
Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences



https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-3-642-03479-4_4
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-3-642-03479-4_4
https://link.springer.com/product/springer-plus
https://link.springer.com/privacystatement

® Compact, lightweight edition ® Durable hardcover edition
® Dispatched in 3 to 5 business days ® Dispatched in 3 to 5 business days

® Free shipping worldwide - see info ® Free shipping worldwide - see info

Buy Softcover Book > Buy Hardcover Book->

Tax calculation will be finalised at checkout

Purchases are for personal use only

Institutional subscriptions >

Preview

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies
Reject optional cookies

Manage preferences



https://www.springernature.com/gp/librarians/licensing/agc/ebooks
https://page-one.springer.com/pdf/preview/10.1007/978-3-642-03479-4_4
http://www.emis.de/MATH-item?0543.33001
https://scholar.google.com/scholar_lookup?&title=Handbook%20of%20Mathematical%20Functions&publication_year=1972
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information
https://link.springer.com/10.1007/s11579-021-00296-z?fromPaywallRec=true
https://link.springer.com/10.1007/s11579-020-00267-w?fromPaywallRec=true
https://link.springer.com/10.1007/s11579-021-00299-w?fromPaywallRec=true
https://link.springer.com/privacystatement

2. Becherer, D.: The numeraire portfolio for unbounded semimartingales. Finance
Stoch. 5(3), 327-341 (2001)

Article MathSciNet MATH Google Scholar

3. Cox, A.M.G., Hobson, D.G.: Local martingales, bubbles and option prices.
Finance Stoch. 9(4), 477-492 (2005)

Article MathSciNet MATH Google Scholar

4. Delbaen, F., Schachermayer, W.: Arbitrage and free lunch with bounded risk for
unbounded continuous processes. Math. Finance 4(4), 343-348 (1994)

Article MATH Google Scholar

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies
Reject optional cookies

Manage preferences



https://link.springer.com/doi/10.1007/PL00013535
http://www.ams.org/mathscinet-getitem?mr=1849424
http://www.emis.de/MATH-item?0978.91038
https://scholar.google.com/scholar_lookup?&title=The%20numeraire%20portfolio%20for%20unbounded%20semimartingales&journal=Finance%20Stoch.&volume=5&issue=3&pages=327-341&publication_year=2001&author=Becherer%2CD.
https://link.springer.com/doi/10.1007/s00780-005-0162-y
http://www.ams.org/mathscinet-getitem?mr=2213778
http://www.emis.de/MATH-item?1092.91023
https://scholar.google.com/scholar_lookup?&title=Local%20martingales%2C%20bubbles%20and%20option%20prices&journal=Finance%20Stoch.&volume=9&issue=4&pages=477-492&publication_year=2005&author=Cox%2CA.M.G.&author=Hobson%2CD.G.
https://doi.org/10.1111%2Fj.1467-9965.1994.tb00063.x
http://www.emis.de/MATH-item?0884.90024
https://scholar.google.com/scholar_lookup?&title=Arbitrage%20and%20free%20lunch%20with%20bounded%20risk%20for%20unbounded%20continuous%20processes&journal=Math.%20Finance&volume=4&issue=4&pages=343-348&publication_year=1994&author=Delbaen%2CF.&author=Schachermayer%2CW.
https://link.springer.com/doi/10.1007/BF01450498
http://www.ams.org/mathscinet-getitem?mr=1304434
http://www.emis.de/MATH-item?0865.90014
https://scholar.google.com/scholar_lookup?&title=A%20general%20version%20of%20the%20fundamental%20theorem%20of%20asset%20pricing&journal=Math.%20Ann.&volume=300&issue=3&pages=463-520&publication_year=1994&author=Delbaen%2CF.&author=Schachermayer%2CW.
https://link.springer.com/doi/10.1007/BF01192466
http://www.ams.org/mathscinet-getitem?mr=1339738
http://www.emis.de/MATH-item?0830.90008
https://scholar.google.com/scholar_lookup?&title=Arbitrage%20possibilities%20in%20Bessel%20processes%20and%20their%20relations%20to%20local%20martingales&journal=Probab.%20Theory%20Relat.%20Fields&volume=102&issue=3&pages=357-366&publication_year=1995&author=Delbaen%2CF.&author=Schachermayer%2CW.
https://doi.org/10.1214%2F08-AAP579
http://www.ams.org/mathscinet-getitem?mr=2538074
http://www.emis.de/MATH-item?1219.91138
https://scholar.google.com/scholar_lookup?&title=Bubbles%2C%20convexity%20and%20the%20Black-Scholes%20equation&journal=Ann.%20Appl.%20Probab.&volume=19&issue=4&pages=1369-1384&publication_year=2009&author=Ekstr%C3%B6m%2CE.&author=Tysk%2CJ.
https://link.springer.com/doi/10.1007/s004400050240
http://www.ams.org/mathscinet-getitem?mr=1725406
http://www.emis.de/MATH-item?0960.60046
https://scholar.google.com/scholar_lookup?&title=The%20importance%20of%20strictly%20local%20martingales%3B%20applications%20to%20radial%20Ornstein-Uhlenbeck%20processes&journal=Probab.%20Theory%20Relat.%20Fields&volume=115&issue=3&pages=325-355&publication_year=1999&author=Elworthy%2CK.D.&author=Li%2CX.M.&author=Yor%2CM.
https://link.springer.com/privacystatement

9. Heston, S.L., Loewenstein, M., Willard, G.A.: Options and bubbles. Rev. Financ.
Stud. 20(2), 359-389 (2007)

Article Google Scholar

10. Janson, S., Tysk, J.: Feynman-Kac formulas for Black-Scholes-type operators.
Bull. Lond. Math. Soc. 38(2), 269-282 (2006)

Article MathSciNet MATH Google Scholar

11. Jarrow, R.A., Protter, P., Shimbo, K.: Asset price bubbles in complete markets.
In: Fu, M.C,, Jarrow, R.A., Yen, J.Y.]., Elliott, R.]. (eds.) Advances in
Mathematical Finance, pp. 97-121. Birkhauser, Boston (2007)

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences



https://doi.org/10.1093%2Frfs%2Fhhl005
https://scholar.google.com/scholar_lookup?&title=Options%20and%20bubbles&journal=Rev.%20Financ.%20Stud.&volume=20&issue=2&pages=359-389&publication_year=2007&author=Heston%2CS.L.&author=Loewenstein%2CM.&author=Willard%2CG.A.
https://doi.org/10.1112%2FS0024609306018194
http://www.ams.org/mathscinet-getitem?mr=2214479
http://www.emis.de/MATH-item?1110.35021
https://scholar.google.com/scholar_lookup?&title=Feynman-Kac%20formulas%20for%20Black-Scholes-type%20operators&journal=Bull.%20Lond.%20Math.%20Soc.&volume=38&issue=2&pages=269-282&publication_year=2006&author=Janson%2CS.&author=Tysk%2CJ.
https://link.springer.com/doi/10.1007/978-0-8176-4545-8_7
https://scholar.google.com/scholar_lookup?&title=Asset%20price%20bubbles%20in%20complete%20markets&pages=97-121&publication_year=2007&author=Jarrow%2CR.A.&author=Protter%2CP.&author=Shimbo%2CK.
https://scholar.google.com/scholar?&q=%0AJarrow%2C%20R.A.%2C%20Protter%2C%20P.%2C%20Shimbo%2C%20K.%3A%20Asset%20price%20bubbles%20in%20incomplete%20markets.%20Johnson%20School%20Research%20Paper%20Series%20No.%2003-07%2C%20Cornell%20University%20%282007%29%0A
https://doi.org/10.1016%2Fj.advwatres.2003.12.002
https://scholar.google.com/scholar_lookup?&title=Moments%20of%20truncated%20continuous%20univariate%20distributions&journal=Adv.%20Water%20Resour.&volume=27&issue=3&pages=269-281&publication_year=2004&author=Jawitz%2CJ.W.
https://scholar.google.com/scholar_lookup?&title=Remarks%20on%20the%20true%20no-arbitrage%20property&pages=186-194&publication_year=2004&author=Kabanov%2CY.&author=Stricker%2CC.
https://link.springer.com/privacystatement

financial models. Finance Stoch. 11(4), 447-493 (2007)

Article MathSciNet MATH Google Scholar

106. Lebedev, N.N.: Special Functions and Their Applications. Dover, New York
(1972)

MATH Google Scholar

17/. Platen, E., Heath, D.: A Benchmark Approach to Quantitative Finance.
Springer, Berlin (2006)

Book MATH Google Scholar

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies
Reject optional cookies

Manage preferences



https://link.springer.com/doi/10.1007/s00780-007-0047-3
http://www.ams.org/mathscinet-getitem?mr=2335830
http://www.emis.de/MATH-item?1144.91019
https://scholar.google.com/scholar_lookup?&title=The%20num%C3%A9raire%20portfolio%20in%20semimartingale%20financial%20models&journal=Finance%20Stoch.&volume=11&issue=4&pages=447-493&publication_year=2007&author=Karatzas%2CI.&author=Kardaras%2CC.
http://www.emis.de/MATH-item?0271.33001
https://scholar.google.com/scholar_lookup?&title=Special%20Functions%20and%20Their%20Applications&publication_year=1972&author=Lebedev%2CN.N.
https://link.springer.com/doi/10.1007/978-3-540-47856-0
http://www.emis.de/MATH-item?1104.91041
https://scholar.google.com/scholar_lookup?&title=A%20Benchmark%20Approach%20to%20Quantitative%20Finance&publication_year=2006&author=Platen%2CE.&author=Heath%2CD.
http://www.emis.de/MATH-item?0917.60006
https://scholar.google.com/scholar_lookup?&title=Continuous%20Martingales%20and%20Brownian%20Motion&publication_year=1999&author=Revuz%2CD.&author=Yor%2CM.
mailto:hardy.hulley@uts.edu.au
https://link.springer.com/privacystatement

School of Finance and Economics Department of Mathematical Sciences,
The University of Technology, Sydney, P.O. Box 123, Broadway 2007, NSW,

Australia
Carl Chiarella & Alexander Novikov &

Additional information

For Eckhard Platen on the occasion of his 60th birthday, with gratitude.

Rights and permissions

Reprints and permissions

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies
Reject optional cookies

Manage preferences



https://s100.copyright.com/AppDispatchServlet?publisherName=SpringerNature&orderBeanReset=true&orderSource=SpringerLink&title=The%20Economic%20Plausibility%20of%20Strict%20Local%20Martingales%20in%20Financial%20Modelling&author=Hardy%20Hulley&contentID=10.1007%2F978-3-642-03479-4_4&copyright=Springer-Verlag%20Berlin%20Heidelberg&publication=eBook&publicationDate=2010&startPage=53&endPage=75&imprint=Springer-Verlag%20Berlin%20Heidelberg
https://citation-needed.springer.com/v2/references/10.1007/978-3-642-03479-4_4?format=refman&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-3-642-03479-4_4?format=endnote&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-3-642-03479-4_4?format=bibtex&flavour=citation
https://link.springer.com/search?facet-content-type=%22Book%22&package=11649&facet-start-year=2010&facet-end-year=2010
https://link.springer.com/search?facet-content-type=%22Book%22&package=43713&facet-start-year=2010&facet-end-year=2010
https://link.springer.com/privacystatement

Publish with us

Policies and ethics (2

Search

Search by keyword or author

Navigation

Find a journal

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies
Reject optional cookies

Manage preferences



https://www.springernature.com/gp/policies/book-publishing-policies
https://link.springer.com/journals/
https://www.springernature.com/gp/authors
https://link.springernature.com/home/
https://link.springer.com/privacystatement




