Taylor & Francis
e Online & !

Home » All Journals » Mathematics, Statistics & Data Science P Applied Mathematical Finance
» List of Issues P Volume 20, Issue 2 P Pricing Equity Swaps in an Economy with ....

Applied Mathematical Finance >
Volume 20, 2013 - Issue 2
442 1 0

Views CrossRef citations to date Altmetric
Original Articles

Pricing Equity Swaps in an Economy with
Jumps

Mia Hinnerich &
Pages 94-117 | Received 04 Jul 2011, Accepted 10 Jan 2012, Published online: 07 Mar 2012

66 Cite this article https://doi.org/10.1080/1350486X.2012.659556

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article [ia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

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 .
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