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Pricing and hedging barrier options based on Merton
model and Monte Carlo simulation

ZHENG Xiang, WEI Yongfeng
(Department of Statistics and Finance School of Management sUniversity of Science and Technology of China, Hefei 230026 ,China)
Abstract: Barrier options as typical exotic options are trading frequently at the domestic OTC (over-the
counter) market, whose jumping structure and path dependence make the hedge method a constant
problem for the industry. Here a barrier options hedge strategy applicable to current domestic financial
market was designed by a comparative analysis for pricing the up-and-out barrier options of the CSI 300
index. The barrier options price and the Greeks change were analyzed through the analytical solution of the
Black-Scholes-Merton model and numerical solution of the Monte Carlo simulation method. According to
the simulated 10 000 index path of hedge and the variation of delta, the static replicate maximal cost was
enumerated and options dynamic barrier out-shift boundary was deduced for analyzing the average hedge
cost and extreme effect. 2011~2016 actual CSI 300 was selected to back-test and verify the effectiveness of
the hedge strategy. The results show that the hedge average cost is significantly reduced under the hedge
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idea of the traversal trigger outward moving barrier boundary, and that the distribution of the hedge

extremes and quantiles is relatively smooth, which reflects the good performance of the hedge strategy and

the effective hedge of the barrier option.
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0 31§

i B SIS s — ol A AR B I FE e 2 45 4
A AT BRI 1K/ R A 5 A 1 A A i
. T L e S R ASHUIAS A4 A i B R T SR 238
PRETBE = A% 2 15 1K B B ASAA%  5 18 1) B A%
a2 el R A A A% DU S AS R Bl R VR R 75 DU, A
AT A A 5 33 R SR BRI RO ). ey e 301
NS TN i i A L) T 47 R0 ol A B i 0 A 2
FHARCHE B2 B 08 & 1) 5 R, BRems U1 AL A e A7 IR i)
BRAE MM AT P AT ARSI S 55 (8 e KA 2K
PR H RSO 58 & AT 3 5% T RSB
AR 5 5 8 AT AE T OTC i3, A AR AT
A T I B BRSO 5 5 36 BOR e
AT o S WA R AN SE PR XS P, AR Sl i e 4
PR 300 HE A 1) L B AR 208 T 7 1 A
BRI AT B E B TR X s,

1 ERERIE

TERR A5 30 A 1Y 2 A BF 9% 5 T . B T Black-
Scholes #i71 N, Merton™' fiz . & & A7 O i 5 ]
BURTESC BT ) BR300 R B B S AL ) i AT i
3 )T R A AL T BRI AR (H2 S
& 38 3 T P15 7 1) AV ) B A0 A B BAS R i
YEJ%. Z )5 » Reinner #1 Rubinstein"® i 1 — £ 1] 3k
A PR 4 S b o R A B B 2 A 8 2 3 B i
BT e 2 2 28 A AT 2\ Al R A oAy ks ) 3 3 e i 1
B 45 14 7 5 20, 65 » Heynen il Kat!%,
Carr ™ WFFE T 53 B A5 HAURURZ T B A5 AL 2 A
D s MO T Bt AL BB A o3 i 0 =0, R A
FR 2243 2 F Monte Carlo B0 5 10, A S0t
TR E MR IE 456 T Black-Scholes-Merton #5574
f#E AT %A1 Monte Carlo FS48UBUE A% , 38 58 % 52 M 45
Y53BT AR Ve UE T 1) L et A R E 25 SR 22 )
HI2E 5%, R ST SRS A A X S0 A S

X T RS AL R o 2E R A P Tk
TS HIShEXT vl Merton™ LA B B % 2 5 21
B 7 ff 5T, 3l A TR AR I BR T Y delta
HEATEASXT v SR At 3R 7R B 5 S ALY delta 7 B

T A% 30 5 3 0 2l T B, i JHG R A A7 8 1
W AR IT B0 4% 76 BE RS 4% BT B gamma {E A
theta {EAR I, KPR RN BAR ., Bl 256 vh sl A 1) 3
S A 2 AT 5 RS R X — 32, Derman
LI T Carr RO AR 42 AfH — R 51 54
P 1) B A B AL ~T A sz )3 36 BRI ARG A 7 52 1 A8
Gy » 31X L 50 BR I ACRAT AN [R] 09 $UA T 4 4% FAS [+]
) 1) HA R , DA TG DG JRC S5 5 B A R A5 40 A B 3 1) 44
FUEATZ5H. F Carr'?) 85 3 2 I HE SR v, X AR 1Y) %%
PR IAR SRR AT TR HARGE EERE N 0, W] As
B i 2 2 HAT BE i Bl SRR, 76 3K e B E T
HT Put-Call-Symmetry, 78 1 FE fill FH#EH T 4%
T B A BAS A A S vk, R X M HE 2R Z T
i At wr 2, B AE BOT R R 0 IR e
15 BB 4R 2 B AT AU B G b AR AL AN R
ST, Carr VML G H R T S S 6 HELE, 5]
ARG S BAE S 1T Derman 85 B A7 XTI FS R
B AR XA S PP T 223K ; Chou %51 XHEE RS
BT TIEIE 32 T2 — R VAT A [A] , (E 2] HH
S IR — ) 5 3 40T AL

R 2 T A B 2 X o B AU AL B i L
OTEEH X 28 5 PR NS AR b A AR A T A
B ITFER 1) Tompkins™* 1833 Monte Carlo £
U7 ERR G 55 7= 0 A%, 64T delta A% p It He
B Carr #RAE HIBIARIT 22 5 9% H 25 3 /R sh 28X
PSS 22 2y B 23 3 I AR 8. 5 %0, 1T i 25 42 i) H 4
0. 06 %, AR B HilE—Fh L AR Z 0 5 k.
Cvitanic ZEM 5 F ] super-replication & il &7 5
FLE 35 A it A B AR s B ML U 3l R AE 42 R B A R
il s R T HEAS S o FHT #2852 T 0T U8 3l 28 X Pk ik
FARA. T Jun SR RO IR E R T — R
SRR AR S 25 S ARG T B RS A e A 52 1.

SR L A 7 1 7 S o H A vl T I 3 — S PRI e
e S W T EOR T ) L AR A T
LR VRN 5 by » IXAE SR TP SR AN R REY . R AE &)
3 AR E AR [] DX ] P 28 By —— 3l A X
PR 22 , XA R A 76 AN W 19 52 sk (] 1] B P9 % A=
238 oy A 3X Pl i K g Sk~ A ol — AR ek
P 75 20 B 7E 52 B v O RE AR R L L R



908 T EAFHRRFFR

super-replication f KA GRFATE TR AL AT ik, H:
M TR 7™ B B UE B L 3 W AT 358 5
ORI E ARSI B R 22

ARISCKTFERT AR AL L 25 A RS E S S5 o3
X i AR R 0, 38 S A AT 1) Black-Scholes-
Merton #& 5 A5 BUE f# 1) Monte Carlo #4U Hb %5
TE M EE AL 25 5, HE 1 43 BT A AR A A2 2
TEM, % super-replication BB, il 11 7F Carr £
S ST 3R T e R A R B A A A% KT o ) A1
RISl AN RIS M 22508 3l T
fith & AP RS S 2 R R AT B A X i, 2 BB A AL
ASXF i A AR L PR AR A G R AL B A A K
1738 I AT i SEL

2 Black-Scholes-Merton 1% B! i 17 %
5 Monte Carlo 2\ £{E 2

2.1 Black-Scholes-Merton 12U fi# 17 fi#

7E Black-Scholes-Merton 5 B AR & T , [ A5 1]
BB RE WY A 25 SRy SR A B o R B TR & )
RO, X5 T 4 A5 R4 8 7 it SRy T i 1 e A SIS )
R A A SASC AT I o R

de 1 ,., 9% dc B
9t+268 aser(r q)SHS rc—O,(l)
tc(SaT)—(SX)a

c(H,t)=0

0] bR BEAAE i X D ={(S.0) |
0OSS<H.0<:<<T} . HIpM¥E ™Mt S=H ,
IR

XFFRD 2R AT BED LI T R FX
W H P A S BT DA B R RS SUTASORE AN 1) fie B i
A TR AR ER M AR K H 25
THAT A% X, A A i 1 5 M 2 2XOTF A A TR
Reniner Al Rubinstein® #E5 H b5 v R - S AL 1Y 72
(W - 3 G < i ) N NN N N
2 A SCRIFFE R G 3B A ) |t e A (S <<
H). Black-Scholes-Merton #58F [¥ € 4 5k

Cu}randfout (S 9t) :iseiq(j‘il> [(N (dl ) - N (d5) ) -
:,Z(r*q)*l
(5) T Nao—Nw@o) ] -

K T [(N(dﬂ— N ) —

(SI)”?(VQ>+I(N(d,L)N(d8))] 2)

% 48 A
S ol
L —lnﬁ—<r*q+7) (T —1v)
: o/ T —1t |
dz :d1+0'«/T_ty
S ot
7lnﬁ*<r*q—|—7) (T—0)
’ ocv/T —1t '
d,1 :dg +O‘«/T*t ’
X ol
) —ng—(r—q+%)T—0
’ o/T —1t |
d@ :d5 +U«/T*t9
SX 2
—lnﬁ—<r—q+%) (T_t)
T cv/T —1t |
dg :d7 +O‘«/T*t,

P S R RS . X DAL AT A% . H
Btk K AR AR A B i s B SO, T
N ENIIE[R] ., - O JC KB A 5 g O 00 36 it
SUTASUE ST i) P A% A B4 o A o 1 R i P

T iz AR e R
max(S — X ,0),if S << H before T
Payoff = .
K ,at hit

(3)
AR EFH Black-Scholes-Merton 15 5 & 412y
5 Monte Carlo B 48URE M 50E M X b Hr - i At
fift 2 TEANIE B ] 22 SR 2, 3 1.
RIE Black-Scholes-Merton #7417 i 2 402
3 gzl 1) b B RS A A T 4 R 3 ok el AR
SOIRR A W A AU it 2 1) O FL AN (B
it 2 55 30 R A (B Hh ZeAH LU oA iz A
AR S TAE B 1L 1 2), InE 1 Ca) fifzs . ) |
et B A1) (L Bt s 1) 0 A 2 4 2 4B U 7Y
AEF AR S 1] R A K- I B AN (E
BN G 208 B T BB A L2 s Ta] T 75
HHRR /N, AR Al A ARE 58 8 /) o P (BB s, U
T S S IO BR TC B T T B AKCOE B, A A
Wz o FEAE B A5 7K 1 B O A 25 A7 A Bk BRI (IR 1
(b)), AR T 75 BN AL, B A5 SR i T A0 25 235 44 1)
BRBR A £ 75 v 7 UAe 4 A, BRI T p 4 S R (BT 2
(a)) 5 BLAM 55 385388 W K AN [R) A A2 35 A
HA Bt A B A R i 1 SRR S 0 A6 AT T
0 1) o S B i SO A 0 2 B 3tk X 2 fh TR
s 9 A7 7E 1 A5 AL (6 7T B — B3GR (& 2



% 113 B F Merton #% 5 Monte Carlo A% &[5 55 21 A€ M 33 74 909
(b)), H— . N 1,2 hIRATREWSF 2, bR TR B A delta 1975 sl 43 24, % T3]

B B SRS B ) 9% 7 0 4% 328 A 5 A0 I e (L Ao s A7
delta X W ELESFRIXE o 2547 1 558 7= A Ak 4230 B
i BEAE AR A S 5 T X R R 3 T B A (A

0.45

0.40 A \
0.35 A .
o 030F
S /

025 /

0.20

0.15 \

0.10 \
0.05

option pri

0
70 75 80 85 90 95 100 105 110 115 120

option price

spot price
(a)
B 1
Fig. 1
20 u;)-and-oul vbarrier option
18 vanilla option |
16
14
g12
8
210
2
2 8
o
6
4
2
0 —
0 20 40 60 80 100 120 140
spot price
(@)

FSZTT T % vp B AR AR AR S, B2 PN A
HARUEE A AR 55 B9 gamma KU

15
10
8 /
g /\
=] 5 ~ \
\\
. = A\l
70 75 80 85 90 95 100 105 110 115 120

spot price

(b)

12kt RS HA A (B B 2k ]

The value curve of up-and-out barrier option

0.6 - - 30
—— up-and-out barrier option
vanilla option

N

S
/

/

20

10

o
¥}
/

0 0
70 75 80 85 90 95 100 105 110 115 120
spot price

(b)

EMBE:S=100,X=102, H=118,r=0. 07,sigma=0. 25, K =0. 03, T=1,¢=0

& 2

RN S EE N EXT L E

Fig.2 Value comparison of barrier options and vanilla options

2.2 Monte Carlo U E M EEfE
Monte Carlo 481 77 1 2 78 KBS A 1 5t (b

(A% 7= BRI 25 S 45 1 T KU R 508 1 98 7= A B
T il E A Ty AL, AL ™ A A T SR 1 B
7R AR, BRSO YA P LA IS KU
AT G BRAT BB A 5. AR 4 b A 43 B 45 2
Monte Carlo EM LT .
CeS,, )=

I(S, mx << H) exp(—ro)EQ[V(S,.0) | F,]=
T (S, jmax << H) exp(—rr)E? max (St — X ,0) .
Ho,

Sr=S.exp((r—o?) e Ho (WD — W) =

Stexp<(r*%02>f+6«/‘;€)) e ~N,1);

1 n
V&wm:;ZVSNmL
i=1

C(Sy,0) =exp(—rTHV(St,0).

FIH Monte Carlo 4] 10000 &M #& B& 42,
RARBEE A BN 2000 A KR IEAT 50 YATHE AT
DL 545 B BERF AU (B B 5 7 25, @ik AA
AR BE T B 5 AL A (B, IR 25 R 5 Black-
Scholes-Merton #H N fif H7 i o A 25 SR AH L3¢, 25
RN 1,2 s, @t 3 1,2 MfgHT 4SS ORI 45
Bl L F H. Black-Scholes-Merton # #l F Al
Monte Carlo £ T AU 48 22 RABAR /)N, A48



910 FEAFHRARFFER

% 48 %

Hr BN ERE. BAh. Fefilzdil 7 60 Higsh s s
W Bl R (sigmab0). 180 H & 3 7 & 3k 3 &
(sigmal80) . Garch (1, 1) #5 B R £l i1 14 3% 3h &
(sigmaGarch) X HI AU A% 1952 i [ 7R (& 3) 5 B[]
i 4% 2009~2016 4F, XF HL) IR 300 P& 8h 3%
AESETT LTS A MR B 2015 4FRETT AL A0 0] , 24 0%
B AGE R I 1A A R A A A (B AR A 15 1Y
B B s 10 25 0 Bl 3 IR 1A 1A 2 et AU (3 R
BT BE. BEINTE 2016 4F T 24E 2 2017 4R, gl
AT AR AR AR RS A vy LR A T
R R R A A A A £ 45 M TR E T 2 i Bl R
B AT SIS At AR, TR AR AR . A SRIIAS A
MR, [ Z TRIR.
®1 HREHETEGHVNMELLER
Tab.1 Value comparison of barrier options

under historical volatility

TCIE A T T At ) 58 AN 25 2RI 2 FE T Monte
Carlo BHU T B & i &5 R 10 F AT T — M
W M o 22 AL 45 X AL (14 6 52 5
FOIAS ™ dt AL TIC 5 » T BE 8 38 o AN e & A 7 il 3R
RS i DU a0 7 AR X o A X o AR AR
Do 25 0 . S X 7E 60 H DT S SR, 180 H
T3 2 B2, Gareh (1, 1) B 828 T R fG AU (A 48
Tt (& 3) , FeAT & B, 25 i ) AR BRI, 5 15 391
R AN 3l A 15 5 S =2 I Bl 380 v I HL B A 8
RCH) A (3 38 AR X 5 536 7 Bk S A A 1 {722 Ak
TEUFAR B, [ It iR R A O A R AT L 24
Wiy bR Pl i BRI SR SR A 22 4
JK o T BT SRS ) A (ELA s S AL R B A v

*2 CSEIEHETERGBHVNMELLER
Tab. 2 Value comparison of barrier options

under realized volatility

pisy g Blacks Monte ey eocatye g Plack Monte gy
$Ehy Scholes-  Carlo . Fhy Scholes-  Carlo B

o T/a Neron A Kl VRS HH o T/a Merion 15 i) RS
2009 0.3614 1 0.143 8 0.138 2 0.000 085 2009 0.3227 1 0.190 4 0.189 0.000 118
2010 0.272 1 0.2929 0.3024 0.000 209 2010  0.246 9 1 0.373 7 0.386 5 0.000 207
2011  0.219 8 1 0.498 7 0.516 2 0.000 351 2011  0.203 2 1 0.603 5 0.6258 0.000 486
2012 0.201 3 1 0.617 3 0.642 7 0.000 519 2012 0.198 3 1 0.639 8 0.663 4 0.000 332
2013 0.223 6 1 0.478 2 0.497 5 0.000 339 2013 0.216 1 0.520 5 0.540 2 0.000 542
2014 0.198 5 1 0.638 3 0.664 5 0.000 406 2014 0.190 6 1 0.702 8 0.729 6 0.000 613
2015 0.432 2 1 0.094 2 0.087 6 0.000 064 2015 0.389 8 1 0.1198 0.116 1 0.000 090
2016 0.230 4 1 0.444 0 0.463 3 0.000 353 2016 0.208 7 1 0.5659 0.5857 0.000 469

[(FIEMZSE.S=100,X =102, H=118, r = 0. 07, sigma = 0.
25,K=0.03,T=1,q=0.

0.7

sigma60
sigmal80
0.6 sigma Garch
N A
0.5F "v’L f
z L i
= 04 Wi A ‘ ]
= N / J \ f
= VA ) p ‘
203 UNAY b

\| " N )

VU AN | ] (1Lt
0.2 oA g “‘"'.-"'j{ J |
0.1 \ 1

0
2007-07-02  2010-01-01  2012-07-02
date

(2)

2015-01-01 2017-07-02

[(FEIEMZSE.S=100,X =102, H=118, r = 0. 07, sigma = 0.
25,K=0.03,T=1,q=0.

3.0 price60
pricel180
25 price Garch
8 2.0
&
= 1.5
2
& 1.0 Jh ‘{1
px W,
ost  h A
4 NI i

2007-07-02  2010-01-01 2012-07-02 2015-01-01 2017-07-02
date

(b)

3 PR 300 BRI EER (0 RPN EERE D)
Fig. 3 CSI 300 index volatility trend (a) and option value movements (b)

2.3 BERFHIM Greeks XUBE 5 #r

PE—20H, Ry T R G X b B A A A, T T
S AL A R (L A AR A 0. FRAT T 38 A o0 2243
LA AR RS T BERF A Greeks(] 4). b 22
ST AR [F) A i B E AT S T

_F(S+AS) —F(E—AS)

yAN IAS 4
F:F(SJrAS)*ZF(S)JrF(S*AS) (5)
AS?

V:F(O'_FAG)*F(U*AG) 6

200



%114

B F Merton #% 5 Monte Carlo A% &[5 55 21 A€ M 33 74 911

:F(t) —F(—At)

€] Y ("

p:F(r—Q—Ar)ZZrF(r*AT) 8)

K, AL delta, I’ {83 gamma,V L £ vega,®
fRF theta;p U3 rho.

BEAH A i TR R A S E RS delta
Sk, B 4 FRATT AT LA B, F A ALY
gamma TEFAA TR BRI I8 21 fe K AR 2 17 Bl 25 o 119
TEEM S R S BT, U H R TR I 3T A A%
B AR ] dab. () BsF -, 15 ) T B A S ALY delta 7E
fe T 1 5 Bt AR S R B0 3 J sh A 06 o s S A 25
2o A T vhvidi A3 . vega BB bR I BE 7
Hidts LT A SHE AR K, I H R AR A 5 7= )
WS REHELAE AT o SIS (R0 0 D0 30 23R A SRR £ 2 )
Tt s theta A0 B 1 7E BRI AT IR A5 8 B 3T B e )
P EBROR TR 1M rho S MR 55 % i 9 309 A 411 (28
FE AU E B oA RS . X T IR A T 24An
BE A T (S, AN S O 7 K S b
e 7=, LA delta 1 5 (E AR A 6], Sl oS AR

1.0

0.5 ol wek
{l /1 month
\““ |

-0.5 e

" —

delta

-1.0

\ |
-1.5 \
\

95 100 105 110 115 120 125
spot price

(2)

-2.0
80 85 90

5 <N — 1 week

\ 1 month |

vega
'
S

80 85 90 95 100 105 110 115 120 125
spot price

(©

WA, — HLBA il 2, 75 28 3058 3K [B1FR 09 57 1 Sk
SE L T B A O A A, R S A
Vet 2 B HERR 5 7= M kg itk — 20 Lok, [ s A ]
AEIR 3 R A {.

FE A5 A T2 A AR TR AT AR SR oY e i
AE Black-Scholes-Merton 455 % fi# ¥t fi# A1 Monte
Carlo BHUEAA i T A 7] A i KURS: {19 22 57 X L
FEHIT delta KU, 7RI 4, Bl 4 A (4 A0 A% ) L
B T IR T A% s 1] 1 R 0 JOTA PR TR
JF R AR 1) SR e A8, H: delta 763X — By BEAY 3 E #4436
55 558 B BRI AH Y 5 1 M0 A% K T AT 6 T
FEIR TR A B TR A 3R KT
WA, IIRCR A Z )5 delta BERE R 0511
Xof T[] — B AN [R) A S 0 T A i B #A Ak
FATAHALE: , B 25 65 08 B 4% v T 300 400t A i 30 A
delta i, ELFf 2 b5 B9 A% 56 3T B 6340 4% B delta
R B B WIAGH H delta 22 K 0 BAE T K7
S, A R J A A AL delta 28 A fin i 214
XA S T8 0 WAL delta 72230, W AN
IR X O R 7 ip AR 1.

0.10

1 week
0.05 v B
/ 1 month

ol —
£-005
g
§,-0.10
0.15

-0.20

-0.25
80 85 90 95 100 105 110 115 120 125

spot price
(b)
50

,,/'/\\,\ 1 week
- 1 month _|

-50 \\

0 o

theta

-100

\

150 \

\/
-200
80 85 90 95 100 105 110 115 120 125

spot price

(d)

Greeks 15 2%0.S=100,X =102, H=118,r=0. 07, sigma=0. 25, K =0. 03, T=1,¢=0.
B4 [ ERHEKEREANSEE

Fig. 4 Greek value of up-and-out barrier option



912 T EAFHRRFFR

% 48 %

3 ERRHARAIXT R

3.1 Monte Carlo &%

(GRS GE DS RUN A PN AR D R E e S P UL
Ir LR XT 5 k.

JIF R #R SN wp 7 VR BT AR 1 B 2 Carr S50
P M B AR, AR R A S A [ 30 PR A B =
AL P G AE — 8 S5 T 2 S 0, BRI AE S
B AT A B33 8 ELA I PR DS e Ay R A
i3 AR S 2 2 38 BRI A 1 A 4 A e
G T LA B IAR, 00T o T R S S
TR RS+ BT PR A S5 S AR IIA A
B ZJETEEIM H 2 B gt TR L, (HEAE P E A
PRI . H TN S MELERHEL . 5
HNAAHR 2 p HLRG 2 i, Bk = 58 & B AT 3. 1T
AT 114 45 Rl ™ it 196 357 o AR IOE %) A5 T s e S 1.

B o R AR RAT R AU  Sh S TR
B A OO AR o XU, R 2% 0 B8R L AR 5 FH TR)— A
A 8 77 ) Al 7 5 ke 2 T v B 4 40 AR 3 Bk XL
Wz 33K —Xof 7y T B AN W ] At X o it Skt
A . AR e LR 2 AL T % i 32 25 R Wk BT AR
JE AT delta ZhAXT v i) 52 72 , A Wy o] 4% 90 02 fR 5
FEA delta B3k~ SRABTHLREA B A% HIBLES P 5 A7
1) delta Sk~F . SRR IFLE B 2 bR 09 9 77 4% 2o
AN H By 45 1 S8R vhad B B Rk 2
WIRLA 29 B4R,

FRATS A FRALRAS T i e 5 S A A 4000 o
Seif T Monte Carlo 77 40 H 10000 #& 97 300
FREN A& A, [a] BB A )P IR 300 e I 62>
X i B AN A 5 S BB 0 A% — B B TR AR
3l b [RID X — R FRA Tk v LAZE SRR RS T L L

=
0 T i N\ ,»\L v/
\\\‘\{jﬂw
2 \"\Jsl
\ |
4 i
s \l
g 6 ‘\\
| |
-8 \
-10 \‘!
|
-12 |

4

spot price

(@

-1
80 85 90 95 100 105 110 115 120 125

B[] X SR s A 0 P3RS A B B B 100, $h
itk 102, BERFO RS 118, BIHIMFE] N 1 4, Pegh%
R E P S sh % 25%. i Black-Scholes-Merton
FHAYH Monte Carlo BT E M, 73904 : 0. 3622
0. 3712. T g5 M4 R i T 22 AL A AR A7
A E OO I IR ity AT R A B SR 22 S
PIKen] B Hh B AY EL A 4. DR 3R AT i Monte
Carlo BB A 2000 223E 10000 & #% 42 , AL
10000 ¥R, 2 3 FH T IIEC wha 2R 1) TSI
85
R3 delta BT HER
Tab. 3 Result of dynamic hedging for delta

sha&xth FRiE i WAk k5% 1%
FHRA % " S M
1. 1829 7.7781 11.4999

MF 3 0] LA L BT R 10 000 WA
BRAANA AT WSS AN {8, 17 T i AR 2 40
BB RIT 4 f%. AR IE2E RAE L o307 B0 55 1 25 2%
OIHT s P AR AE B AR AR 22, T ELAR (ELAR I, i RIXT
AR S XU AR K. 7E Monte Carlo BEEI% 1 10000
WIRNZE S, 0] LT 5045 3] delta XFFR A9 40 4% 2E #
AR FRT e A 19 73 A7 17 0 (L 5) 5 AR 5 7T
VI #, b B H 16T -5 B A% 138 1 A
HIALEY delta — 8 35 3] — 12, X v i A 4 43 A 4
F 0~4 Z 0], delta 19 ) Z1 48 S A AR 1) R
HRFIWALERELL B 2 delta XFup R, i I0HR (H 00 B 42
R NI ORI YIRS 329/ N L DO RL N NIUE” £/
. BT AME & B, 76X AR T A 7 H B R
PG, DA SIA R AT T ik 2 B 65 i

i

1. 9455  16.63 23. 39

3000
[ o AR S A
2500
2000
1500
1000
500 ”
0 ,nﬂﬂ ﬂﬂ“ﬂﬂﬂﬂu
4 2 012 4 6 8 10 12 14

(b)

5 Monte Carlo 1l T #J delta(a) Fn3f i 24> %5 (b)

Fig. 5 delta and hedging cost distribution under Monte Carlo simulation
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Fig. 6 Extreme path and delta trend under Monte Carlo simulation
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ARk A AR T ) R DL A A A% SRS T B[] o DR B XS [R) S A S5 fih ety

MBI BRI RS SIS MR R e JEE LN [ R BP0 A G S PO 44
0.5 118.5 1.194 4 1.868 1 13.004 2 19. 506 2 7.538 8 10. 704 1
1 119 1.206 3 1.813 8 11.716 2 16. 296 2 7.384 10.314 7
1.5 119.5 1. 219 1.776 5 11.074 3 14.175 7.302 4 10.023 2
2 120 1.2323 1.748 8 10. 640 2 13. 489 7.235 4 9.773
2.5 120.5 1. 246 1.728 7 10. 304 12.940 8 7.176 7 9.539 7
3 121 1.259 9 1.7157 10.017 9 12.423 3 7.124 8 9.352
5 123 1. 443 1.524 8 16.871 7 8.899 9 5.436 1 6.713 7
6.43 124. 43 1. 5151 1.756 8 16.346 9 8.690 9 5.502 3 6. 697
®A2 BRASMBARENHER
Tab. A2 Hedge result of spread outward moving barrier boundary
SIS BRI SIS RER A R e (SN 1= R oSV VA 4 G ol W VA
0.5 118.5 1.008 3 1.961 3 12.393 3 20.353 9 7.585 6 10. 938
1 119 1.154 1 1. 850 6 11.717 7 17.226 4 7.3919 10. 425
1.5 119.5 1.184 2 1.761 8 11.244 1 15.326 9 7.307 8 10.111 7
2 120 1. 205 4 1.760 8 10. 875 2 14. 156 7.242 1 9.854 3
2.5 120.5 1.223 1 1. 735 10.541 2 13.566 1 7.185 3 9.631 3
3 121 1.2391 1.716 8 10. 220 2 13. 056 3 7.1337 9.438 9
5 123 1.297 7 1.698 4 9.072 1 11.557 9 6.979 3 8.908 4
6. 43 124. 43 1.339 4 1.725 7 8.484 1 10. 845 6 6.903 9 8. 650 6
8 126 1.386 8 1.784 7 8.097 1 10. 325 3 6.851 4 8.470 3
RA3 MEIEBRE
Tab. A3 Hedge result of butterfly outward moving barrier boundary
SMEIFE BRI SIS MR R e LN [ R PO A S G o P 44
0.5 118.5 1.1911 1.870 1 13. 006 2 19.532 7 7.54 10. 711
1 119 1. 203 1.815 6 11.725°5 16. 354 4 7.384 4 10.321°5
1.5 119.5 1.215 8 1.778 11. 094 1 14.239 8 7.302 9 10. 031 4
2 120 1. 229 1.749 9 10. 673 3 13.572 3 7.236 1 9.782 8
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&R A3
CANSUR N 1] R i T OO RUIR 0] N AR B e (15N NN SV ¢ IVA - G S B g 4 ¢
2.5 120.5 1.242 4 1.729 3 10. 330 8 13.038 5 7.177 7 9.552 1
3 121 1. 256 1.715 4 10. 033 7 12.54 2 7.126 2 9.364 4
5 123 1.311 8 1.714 4 9.241 6 10. 889 7 6.970 7 8.829 7
6.43 124. 43 1.353 8 1.7555 8.950 2 10. 546 6 6.895 3 8.6019
8 126 1.401 9 1.827 9 8.757 2 10. 443 2 6. 849 8.447 1
xR A4 BHEMEIMELRE
Tab. A4 hedge result of traversal trigger outward moving barrier boundary
fith 5% BB Xt - 5% 1%
itk e s SR A e eI Bk PR MR
0.5 118.5 1.147 1 1.855 4 13.786 5 19. 506 2 7.478 7 10.762 9
1 119 1.140 5 1.82 12.703 4 16. 296 2 7.379 3 10. 512
—1 1.5 119.5 1.133 3 1.799 8 12.273 7 14.184 7 7.348 7 10.339 5
2 120 1.125 4 1.787 9 12.041 5 14,184 7 7.326 9 10.197 8
2.5 120.5 1.116 6 1.782 3 11.875 5 14.184 7 7.307 9 10. 081 7
o5 18,5 L1074 17948 13,932  19.5062  7.2356 10,3741
1 119 1.101 2 1.757 2 12.511 3 16. 296 2 7.125 10. 061 8
1.5 119.5 1.094 4 1.734 4 11.785 7 14,175 7.085 6 9.824 9
—2 2 120 1.086 9 1.720 3 11. 3156 13.48 9 7.055 8 9.616 5
2.5 120.5 1.078 4 1.713 1 10. 964 8 12.940 8 7.029 4 9.435 2
3 121 1. 069 1.712 2 10. 696 2 12.422 3 7.007 1 9.294 8
4 122 1.047 4 1.726 3 10.369 8 11. 432 4 6.971 8 9.079 7
s 1185 L0786 17651 145457  19.5062  7.1183 10309
1 119 1.072 2 1.725 2 12.961 2 16. 269 2 6.994 3 9.967 7
1.5 119.5 1.062 2 1. 700 7 12.11 2 14.17 5 6.944 4 9.700 8
—3 2 120 1. 059 1. 685 11.539 3 13.48 9 6.907 9 9.459 3
2.5 120. 5 1. 050 9 1. 765 11. 099 4 12. 940 8 6.874 5 9.249 4
3 121 1.041 9 1.674 5 10.75°7 12.423 3 6.843 7 9.084 4
4 122 1.0211 1.687 1 10.334 3 11. 432 4 6. 795 8.821 8
I 1185 L0472 17383 151966 19,5062  7.0075 102752
1 119 1.041 1 1.694 7 13.473°7 16. 269 2 6. 86 9.901 8
1.5 119.5 1.034 4 1. 667 2 12.520 2 14.175 6.791 3 9.617 3
—4 2 120 1.027 2 1.649 5 11. 859 4 13. 489 6. 7395 9.363 8
2.5 120.5 1.079 2 1.639 5 11.34 3 12.940 8 6.694 4 9.145 4
3 121 1.011 4 1.636 5 10. 936 2 12.423 3 6. 655 8.958 1

4 122 0.990 4 1. 648 5 10. 426 2 11.432 4 6.592 9 8.6659




922 PEAFHRKKFFR % 48 &
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fil & SN BB ghasxth o Fs5% F1%

s B s A il 22 i PR SR SR

0.5 118.5 1.021 3 1.718 2 15.767°3  19.506 2 6.931 8 10. 239 6

1 119 1.015 6 1.673 8 13.9771  16.296 2 6.778 9 9.870 1

1.5 119.5 1..009 4 1.645 8 12. 982 6 14.175 6. 706 4 9.594 4

2 120 1.002 8 1.627 6 12. 287 3 13. 489 6. 652 9.346 6

2.5 120.5 0. 995 4 1.617 3 117373 12.940 8 6. 605 7 9.134 5

—5 3 121 0. 987 2 1.614 3 11.297 7 12.423 3 6. 565 7 8.951 3

4 122 0. 968 6 1.626 5 10.729 4 11.4324 6.531 3 8.663 1

4.5 122.5 0. 958 3 1. 640 5 10.5654  10.958 4 6.478 2 8.554 7

5 123 0.947 3 1. 658 9 10.4535  10.606 7 6.459 9 8. 469 2

8 126 0. 869 8 1. 828 10.2229  10.594 1 6. 4115 8.211 8

10 128 0. 809 1 1.994 9 10.0198  10.330 1 6.432 8 8.168
"""""""""""""" 1 19 09835 16547 146192  16.2062  G.7187  0.8528

2 120 0.971 8 1. 607 8 12. 854 6 13.48 9 6.590 7 9.329 3

2.5 120.5 0. 965 1.597 3 12.274 8 12.940 8 6.543 9 9.118 8

3 121 0. 957 4 1.594 2 11.806 4 12.423 3 6.504 1 8.937 3

—6 3.5 121.5 0. 949 2 1.597 6 11.447 1 11.916 7 6.470 1 8.785 9

4 122 0. 940 2 1. 606 7 11.1833  11.4324 6. 442 1 8.652 9

4.5 122.5 0. 930 6 1. 621 10.992 1  10.985 4 6.419 8 8.547 2

5 123 0. 920 4 1.639 8 10.8527  10.606 7 6.402 7 8.463 1

5.5 123.5 0. 906 6 1.662 7 10. 749 7 10. 652 6.389 1 8.392 9
643 + 12 0.9235 15951  11.4095 114324  6.398  8.6287




