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© R EE FIECE R, S0 SRR
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B> Rk SFER L
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- u: §2[0,1]
+ B e R TE 2

— u(Q)=1, u(9)=0, u(AUB)=u(A)+u(B) if A~B= o
o EEEH P(Q,8,u)

- w(Q)=1, ui(¢9)=0,

—ui({“RLIE”, “BR1E"})=0.5

— ut({“RLIE”, KLY > A A)Hl

— w1 ({RLIE")) >-Awl]

%lﬂiﬁ’% le:‘l;[ T%X@H g@%&

* EFRLEAIRRZER]: P(Q,52,u)
© EMOEFBERIHERZER: P(Q,8,u)
o EidlolE M

— Ua({“RLIE", “SIE™))

— Ua({“RLIE",“RLAC"))

= u2({“RLIE, “FRIE”, “FREC) )

— U({“RLIE", “RLRE™))

— u({"*fLIE")
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+ BB Q>R

o B Ef: Qe(TIE RISk TE k)

o tHEREHX
—X = 1 if “RLIE”,“FBk1E” occur
-X = -1 if "RLA,"Bk occur
* WHIEFRSBHY
-Y = 1 if “RLIE”,“ALK”  occur
-Y = -1 if “BkiE,“%k” occur
-t EIAERY, L eHEEEX

RSB T

o EEEXRIY A BRI i
— XandY =1 with probability 0.5
— =-1 with probability 0.5

— Since u({“fLIE", “#kIE" ) =u({"#L5, “FR")) =u({“4L

B RLRC ) =u( {“FkIE”, “%k 5 1)=0.5
— Different variables! 1.e. X&Y
— Mean of X,Y= 0.5%1+0.5%(-1)=0
— Variance of X,Y=0.5x(1-0)>+0.5x(-1-0)* =1
— Cov(X,Y)=0.25%(1x1x2 +1x(-1)x2)=0
— X and Y are independent.
* u(X=a) X u(Y=b)=u(X=an¥=b)

10




R IR R TR R B

o TR RERITT

—7=1 with probability 0.25
—7=0 with probability 0.5
—7=-1

with probability 0.25
R ET T

—Cov(X,Z)

—Cov(Y,Z)

H

57

AL P(Q,8 , u) FURARZE el it fs fiE A
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o UNGEREXRIZIE N

— u(X=a) X u(Z=b)=u(X=an’/=b)

— Cov(X,Z)=E((X-Mx)(Z-Mz))=

E(X-Mx)E(Z-Mz)=0

* {HCov(X,Z)=0, RJERHHX, ZJE 317

— el AR EE A Hit5Cov (X, Z2)=0

— {Hu(X=a) X u(Z=b)#u(X=anZ=b)

1F 54
AL |X=1,Y=1 X=-1,Y=1
ik | X=1,Y=-1 X=-1,Y=-1
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o« 45 W=F(X,Y)
— RIEX, Y FB Mg > Wt £ B b
— WHTHIP(Q,8 , u) kit

o FHifl
— W=X+Y
i K
AL X=1,Y=1, W=2 X=-1,Y=1,W=0
k| X=1,Y=-1, W=0 X=-1,Y=-1,W=-2
EEHIP(Q,&, u) 2V
« Q>R

—“RLIE” 2> W=2 with probability 0.25
— “UTR7 9% IE” = W=0 with probability 0.5
— k> W=-2 with probability 0.25
e E(W)= 0.25%2+0x0.5+0.25%(-2)=0
e Var(W)= 0.25x(2-0)* +0.5x(0-0)* +0.25x(-2-0)* =2
* Cov(X,W)=0.25%(1x2+(-1)XO+1X0+(-1)x( -
2)=1  —>They are dependent.
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o RIAFBERFEE —CAFHFA TR —3

FELERER > S0

kB

o Ex: It B R Bl s PR TR (X=1), 5K

W=k

P(W:2|E@):P(W:2|X:1)=%=O.5
IS 2 |
A0 [X=1,Y=1, W=2 X=-1,Y=1,W=0
% |X=1,Y=-1, W=0 X=-1,Y=-1,W=-2
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o DIACE B EEHR R Ak R (Y=-1), %8

BW=21 %

1E I3
AL |X=1,Y=1, W=2 X=-1,Y=1,W=0
ik | X=1,Y=-1, W=0 X=-1,Y=-1,W=-2
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e Ex: It 5 I
— AR R TR T RR (X=1) 2 B WHY HH B E
— E(WIX=1)=2x0.5+0%0.5=1=X
— E(WIX=-1)=-2%0.5+0%0.5=-1=X

Ik K
%I leaYzla W:2 X:'I,YZI,WZO
fk  |X=1,Y=-1, W=0 X=-1,Y=-1,W=-2

eI E

o EENENEATHENESGSHKRR
- F1={8,0, {“RLIE",RRIE"Y, ("KL, “FkE7Y)
- BEXE Si1AlHl
« X=1 or -1
« E(WIX=1)=2x0.5+0x0.5=1=X
« E(WIX=-1)=-2%0.5+0%0.5=-1=X
2> EWI&1)=X+—==5 51 ayy

ik <
AL |X=1,Y=1, W=2 X=-1,Y=1,W=0
%%' X:19Y2_19 W:O X:'l,Y:'I,W:'Z 18
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o WEMNENESTHENESSRT
CR={Q,0, (4TI GIR7), (HRIET, k7))

- E(WIF2)=?

IS i
Rl | X=1,Y=1, W=2 X=-1,Y=1,W=0
fk  |X=1,Y=-1, W=0 X=-1,Y=-1,W=-2
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FEMESEFES (1, W) R

o [t e S(tw)HIRFE
— [EERs R, S(tw)Eha i

e Ex:

S(1)= 1 or -1 with probability 12

o HASH(EETEL: E(S(1))=1x0.5+(-Dx0.5=0
o BHEBELET - Var(S(1))= 1-0)*x0.5+(-1-0)*x0.5=1

~ [
e Ex:

S w, S(tw) IR ER L
S(1,w1)=1, S(2,w1)=2; S(3,w1)=3
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T FE AL S (t, W) HHER ZE ]

o BeRZEH P(Q,F,u)

— Q={w

1,w2,w3,w4,w5,w6,w7,w8}

— QIMAT5RIA & 7

* SLHEAEA RN B2 AN E Y &R
—t=1 > 15501 S(1)
—t=2 > 1350 S(1) 1S(2)
—t=3 > 15401 S(1), S(2) 1 S(3)

* [E&% AR o-algebraziorAs [FIRFE RS E A
— JEFF B EIRF R, 2E AR IEAR S
— FF AT & AR, KR BEE N AT ER R

F,.CF CF
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NEFF R ERERG RN

e Ex: F1={o(S())} Fo={o(51),5(2))} F3=0o{(S(1),S5(2),53))}

— Fi={{w1,w2,w3,w4H{w5,w6,w7,w8H{w1,w2,w3,w4, w5,
w6,w7,w8 }, ¢}

— Fo={{w1,w2},{w3,w4H{w5,w6},{w7,w8}

{w1,w2,w3,wadH{w1,w2,w5 w6} {wl,w2,w7 w8} {w3,w4,w
5,w6},{w3,w4,w7,w8},{w5,w6,w7,w8},
{w1,w2,w3,w4,w5,w6}, {wl,w2,w3,w4,w7,w8 },
{w1,w2,w5,w6,w7,w8 }, {w3,w4,w5,w6,w7,w8 },
{w1,w2,w3,w4,w5w6,w7,w8 }, 0}

— Fs has 64(=2*) elements

— Obviously, F;, C F, C F,
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Filtration

- §={F1, F2, F3} f§F Filtration
— A [FIRF A B E R S L

o FEteAE S(t) n] =R ZEH] P(Q,8,u)&on
— S(t) is adapted to &

o {EIRFHItRE, 288 ER0S(1)
o WAfEL, SR Ft Al
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Martingale
ESQ)|E)=ESQ2)|o(SD)=S) ,since
— E(S(2)|S(1)=1)=1=S(1)

— E(S(2)|S(1):—1)=—1=S(1)

Martingale £ :
— S(t) is adapted to &
_ﬁiﬁ us<t ,,\U ES®|E)=S)

— ﬁiﬁ aeF, E[J E(aS(t)|F,)=aE(S®)|F,)=aS(u)
e S(t) k2 —1[E martingale process
g NP

¢ /%\ﬁ' ./[—)\\Z
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SR ARZE martingale

o K THIHAEHE:
E(SG3)|E)

E(E(SQ)|E)|F)

E(E(SQ)|F)|F,)
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Markov Process

e P(SR)=1|SW)=152)=0)=P(SB3)=1]|5(2)=0)=0.5
e P(SB3)=1|S)=-1,5(2)=0)=P(S3)=1|5(2)=0)=0.5
— Note that Fa= {o(S(1).5(2))}
— It seems that P(S3)=1|F,)=P(S3)=1|5(2))
e Markov process E 3%

— R e R AE L, RO R A T 5
R 22 T P DL 1

— P(X(t+s)Sy|F)=P(X(t+s)<y|X(1)

- BRI s R T TS
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o VAR~ E b R TR
— JE\Br AR T R ARORAT A M < b e e P (B S
— BRI S B RIS E 56
— EERIE T e 2
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T P a RS

o e AETEANY TR, Tt b A WA
— L SURARHEAS (=0,1,2...,T)
— SIS BRI ER =0+ BO

* “r(a(t),b(t) FAERF Rt 1B & Tl (Fee
A, A TR
— a(t): B, b(): MR FLA

o BRI 2B L E

a®)S)+b()B(t)—a()S—-1)—-b(@)B(t—-1)
=a(t)AS(t)+b(t)AB(t)

o FERFEIOEMNAIETS: 6 =3 @oas® +hoABG)
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RS R

o A RIS £ self finance HYFFE
—a(t)S(t)+b(t)B(t)=a(t+1)S(t)+b(t+1)B(t)
— B RIS EIRF AT EEV ()

* V()=V(0)+G(2)

o RERISHIEIELNEERE
— Remark: The strategy is called admissible

* Lecture 1515w 2 B —Jofe N AYEIRERE
e R b BT HLRESe e REEE B
i s
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EMEEEI S EE R
o EFHEE{AAE, AFEAFE—admissibleTkl,
V(0)=0, E(V(T))>O0.
- P(V(T)>0)>0—E(V(T))>0 (F&E: V(T AEEE)
—Thus E(V(T))=0 —P(V(T)>0)=0
o TM: e AL —HRHIEQ,
o FTIRMIREEERLERE Z(H)=(S(1)/B(t)) = Q-martingale
— R = admissible 28 2 SRS B RS ETE V(1)
o V*(1)=(V(1)/B(t)) = Q-martingale
— Remark: Qi il FFHE R 7 B

31

EHEEHA:
A RSP AR E(V* () 2 Q-martingale
V(i+1)

Bo(V'(t+D)] F) = Eg(

B(t+1) £

=E,(a(t+DZE+1)+b(t+1)|F)
=a(t+DE(Z@+1)| F) +b(1 +1).\
=a(t+1)Z()+b(t+1) a(t+1) Alb(t+1)ZERFE T
= a(t)Z(t) + b(t)—selt-finance

=V'(1)
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bl E BRI R RS
s EETNHEERREZEQ
— HIIV(0)=0 — E,(v(T)=0—- Q(V(T)=0)=1
- e s RS L EERR A ERQ
e Q&5 T (S(t)/B(t))=Q-martingale
e E#P F1Q equivalent —P(A)=0 iff Q(A)=0
o (RE T HEERREP, AP H1Q equivalent,
_O(V(M)=0)=1 PV({T)=0)=1
o HIHELELE TS L IREFIE
s e BB G EENHE,Qn] i Radon-
Nikydom EHEK1S:

33

QnIsa A e - S A SR M E

o BEH —HAERES(a(t),b(t), il R

AR RHH H payoff(=V(T))

— B E RIS A=V (0)=a(1)S(0)+b(1)B(0)
o f¢ bt aEHRAN:

E, GEFEEY AT Payolf | Fy) = E,(V'(T)| F,) =V (0) =V (0)

o (BE RIS M SR ERREF I pay off=C(T),

AR 7 E, ey
e For further reference:

— Klebaner, F. C., Introduction to Stochastic
Calculus with Application. Chapter 11. 34
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