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Abstract

Empirical evidence confirms that asset price processes exhibit jumps and that asset

returns are not Gaussian. We provide a pricing model for equity swaps including quanto

equity swaps for a non-Gaussian market. The market is driven by a general marked

point process as well as by a standard multidimensional Wiener process. In order to

obtain closed-form solutions of the swap values, we assume that all parameters in the

asset price processes are deterministic, but possibly functions of time. We derive swap

prices using martingale methods rather than replicating portfolios, and we show how to

calculate the convexity correction term analytically. Our results are an extension of the

results of Liao and Wang (2003; Pricing models of equity swaps, The Journal of Futures

Markets, 23(8), pp. 751–772). The martingale method is the key that enables the

extension.

 Key Words: Derivatives pricing equity swaps convexity corrections marked point processes

martingales



 

We Care About Your Privacy

We and our 848 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/ramf20
https://www.tandfonline.com/loi/ramf20
https://www.tandfonline.com/toc/ramf20/20/2
https://www.tandfonline.com/toc/ramf20/20/2
https://www.tandfonline.com/journals/ramf20
https://www.tandfonline.com/author/Hinnerich%2C+Mia
https://doi.org/10.1080/1350486X.2012.659556
https://www.tandfonline.com/action/clickThrough?id=5943&url=%2Fr%2Fsubjectsample-mathstats&loc=%2Fdoi%2Fabs%2F10.1080%2F1350486X.2012.659556&pubId=45254855&placeholderId=1074&productId=1843
https://www.tandfonline.com/doi/full/10.1080/1350486X.2012.659556?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/1350486X.2012.659556?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/1350486X.2012.659556?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/1350486X.2012.659556?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/1350486X.2012.659556?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/1350486X.2012.659556?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/1350486X.2012.659556
https://www.tandfonline.com/keyword/Derivatives+pricing
https://www.tandfonline.com/keyword/equity+swaps
https://www.tandfonline.com/keyword/convexity+corrections
https://www.tandfonline.com/keyword/marked+point+processes
https://www.tandfonline.com/keyword/martingales
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Acknowledgements

Financial support from the Jan Wallander foundation, Tom Hedelius foundation and

Risklab is gratefully acknowledged. The author is also very grateful to Tomas Björk,

Eckhard Platen, Paul Embrechts, Michael Monoyios, Thomas Stephansen and an

anonymous referee for helpful comments and suggestions.

Notes

1 Recall that  and  are martingales under .

Related research 

Recommended articles Cited by 

1

People also read

https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

