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Abstract

In the last decade, many kinds of exotic options have been traded and introduced in the

financial market. This paper describes a new kind of exotic option, lookback options

with knock‐out boundaries. These options are knock‐out options whose pay‐offs depend

on the extrema of a given securities price over a certain period of time. Closed form

expressions for the price of seven kinds of lookback options with knock‐out boundaries

are obtained in this article. The numerical studies have also been presented.

Keywords:

Exotic options lookback options knock‐out boundaries



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/mathematics-and-statistics
https://www.tandfonline.com/journals/ramf20
https://www.tandfonline.com/loi/ramf20
https://www.tandfonline.com/toc/ramf20/13/2
https://www.tandfonline.com/toc/ramf20/13/2
https://www.tandfonline.com/journals/ramf20
https://www.tandfonline.com/author/Muroi%2C+Yoshifumi
https://doi.org/10.1080/13504860600563028
https://www.tandfonline.com/action/clickThrough?id=5943&url=%2Fr%2Fsubjectsample-mathstats&loc=%2Fdoi%2Fabs%2F10.1080%2F13504860600563028&pubId=40339820&placeholderId=1074&productId=1843
https://www.tandfonline.com/doi/full/10.1080/13504860600563028?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/13504860600563028?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/13504860600563028?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/13504860600563028?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/13504860600563028?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/13504860600563028?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/13504860600563028
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F13504860600563028&title=Pricing%20Lookback%20Options%20with%20Knock%E2%80%90out%20Boundaries%3A%20Applied%20Mathematical%20Finance%3A%20Vol%2013%2C%20No%202
https://www.tandfonline.com/keyword/Exotic+options
https://www.tandfonline.com/keyword/lookback+options
https://www.tandfonline.com/keyword/knock%E2%80%90out+boundaries
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

Path Dependent Options: The Case of Lookback Options

Source: The Journal of Finance

Pricing Options With Curved Boundaries

Source: Mathematical Finance

Path Dependent Options: "Buy at the Low, Sell at the High"

Source: The Journal of Finance

Theory of Rational Option Pricing

Source: The Bell Journal of Economics and Management Science

 

Linking provided by  

Acknowledgements

I am grateful for valuable comments and suggestions from professors Naoto Kunitomo

and Masayuki Ikeda. I also thank the editor and the anonymous referee for fruitful

discussions. This paper is based on Chapter 5 of my doctoral dissertation submitted to

Graduate School of Economics, University of Tokyo and it does not necessarily reflect

the opinion of the Bank of Japan or the Institute of Monetary and Economics Studies.

Notes

1. This was pointed out by Professor Masayuki Ikeda.

2. It is also possible to derive the integral formula (32) by taking the limit α→0 in

integral formula (9). This formula is then derived using l'Hopital's rule. This was pointed

by Professor Masayuki Ikeda.
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