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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.
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Notes

1 Recall that and are martingales under .

Related research @

People also read Recommended articles Cited by
1


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

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources
by email

9 Sign me up
O"M
You N
0
Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions P Taylor and

Francis Group
Accessibility

Registered in England & Wales No. 01072954
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://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

