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ABSTRACT

This paper presents a unified framework for the pricing of leasing contracts in an option

framework within incomplete information. Incomplete information is defined in the

context of Merton's (1987) simple model of capital market equilibrium with incomplete

information. Information costs are also used in Bellalah (1999, 2001, 2002) models for

the pricing of derivative assets in the presence of shadow costs of incomplete

information. The model is based on the main concepts behind interest rate models. It

can be used to determine equilibrium lease rates for different types of leases such as

forward leases, leases with options to renew or cancel, lease insurance contracts,

adjustable rate leases, and leases with payments contingent on asset usage.
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