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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



 

We Care About Your Privacy

We and our 909 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting "I Accept" enables tracking technologies to

support the purposes shown under "we and our partners

process data to provide," whereas selecting "Reject All" or

withdrawing your consent will disable them. If trackers are

disabled, some content and ads you see may not be as

relevant to you. You can resurface this menu to change your

choices or withdraw consent at any time by clicking the

["privacy preferences"] link on the bottom of the webpage

[or the floating icon on the bottom-left of the webpage, if

applicable]. Your choices will have effect within our Website.

For more details, refer to our Privacy Policy. Here

We and our partners process data to provide:

U i l ti d t A ti l d i

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/mathematics-and-statistics
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.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F1350486X.2012.659556&title=Pricing%20Equity%20Swaps%20in%20an%20Economy%20with%20Jumps%3A%20Applied%20Mathematical%20Finance%3A%20Vol%2020%2C%20No%202
https://www.tandfonline.com/
https://www.informa.com/privacy-policy/


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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