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(72 — K]

A TIFAARK ) — - FFTNVIZONT

A PRTE KRER

1 ¥ U ®

A7 FA4 K -KF7 474 (implied volatility) (2B LTI, Hull 2008) T
RKD LD % 200N H S LRI ENTHEY, HF11, kAT =
Y OAE, ETMEOBEME LIS, A CTIA - KIF 1T 1 DIE
AT AEICH D, 212, BEF T a v OREIL AWk —
HHNET T AT A —DEEVIREVIEIE, A TTA
RIF 4074 OMHEIIHEINTHENCHSE. L) BRI, K710
T4 - A% A ) (volatility smile) & IFIENCTV 22, O X 512, BE&EELM
WDRTTA)TADF T a Mk 5 2 B BISE (X)) 13T 7 ATH 5.
L7zhoT, KITFA4VTF4 - AXANEEE L 2WIEROBMEBREIC L S
T 7Y a ik oRIEMIE, XA T a oOREIEFMESIRENE &
ICBREHM SN, FEEE 7Y arOBREET =7 Ay R —
HLVNETA =T - T FT W R =D& /NGRS B EE
W3 5.

F Ty a M OBMERETIE, 0k REEERHRT L 1ODhEE
LT, £ 754K Y1) — (impliedtree) ZInHTAI EEZONSL. 2
niE, K971 0571 %2—BLT5INETOF T a VEHliEEICHT 51

1) F7:, Kwok(2008) b Z:HH.
2) WEDOLD BERERTEITFA) T4 - ARA VLTI, KIF4YF4 - AFa—
(skew) EMHINDHELD 5.
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DOYUFHERTH LD, TOAVTITA4 K1) =21, 2HY ) — & 3HY ) —
D2MWHENBD. A TIFTA K- )—OBFRIHILERNLE 2L, I—
OV 7 RO F T g v OTEMEICIE, FRoOTEE PS5 7-
OOEELRERVFEGEINT VD, EVWHZETHEY. LidsT, o7
Ta vy Ok L EANL YY) —OBELITIZLICEoT, ATV a
itk o> & 0 EMERERMEENIET 2 2 L5 TE 5.

AKmoBWE, 1> 7TIF7A4AF -V )— - FFTNVOFTYH, & <12 Derman,
Kani and Chriss (1996) ® 1 >~ 7 J 4 F-33H > 1) —-E 7 )V % Visual C# 2008 (LA
TTIXC# W) CTHRMEFETA7200 707 0% RTIEIHb. T2,
RITA4NT 4 - ARANEEZEBLIBEA 7Y 3 v O 2 OBMERIE
FEEBLTLILICH B,

AT L5 C#1d, CH+E2N—RICRSEENF 7Y =7 MEME
DTUT T I ERET, &I Windows L TT U T ARIERT D56
MU~ A 278y 7 ML S TV Visual C++ £ 1) DEIRAYIZ 70
T LDVEREIT) LN TED, CENCH+ ERELSBR DAL, &I
ELROVIEY RS U IBREDRH AV EW) T ETHL. ZD20, [BR]
RITOWAENE, RA VI EFoTAEY T FLAZIRLIRT I ENTE RN,
ZIT, C#TIRT— s RASBRIME L CiRET 27210 S5, fE
(7=%) OWMEE BRI L720DAE) T FLA%, ZOSRIIZEE
ENLEBIEMNT 52 Lo TR L) 2 icas. 2%,
C++ DEHITHEIEAEY T FLAZH) OTII AL, SREEBOZITFEL
RAT) T LI Lo THEBMIZAETY 7T FLADOZITELEZIT) L W) bIFT
H5EH, INE, AEFEYTFLAZBROTRETAILIZLET—VWELR Y
DONTTNEREWST 720 THD. 1272, C# TRA VI 2MHL-ViGE
\&, unsafe L WO BHiTE AV Yy FR 70y Z7ORNICIRET S 2 &I12L - T,

3) Clewlow and Strickland (1998) 7 & % S,
4) BERIIRET 584613, ref, params 72 &K OIBHIT- %) .
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EFNEDOHRTES ¥ 5 OFHDTReE 72 5.
AARDOHEBIILTO#MY) THDH. TTHE2HT, 12T I74F -0 —DHkK
17:% 2 J122WC, Derman and Kani (1994) ® 2 T 1) — - ETI)VE N L%
DHEEL9 5. 5 3 HiTld Derman, Kani and Chriss 1996) 4~ 754 ¥ - 314
V)= BTN EFUIETRAS, FO2HY ) —Or — A HEMEE
RY. ZOA YT IAR-ZHEY Y — - EFIVIZEI LTI, Haug (2007) |2 VBA
(Visual Basic for Applications) |Z & 5 7027 F ABIDFE/H-SNTWAS. L L, VBA
EHRHEE, ARVERLZEDOATHEPH L. ZZTEBTIE, IhEsE
LM, FizllEs 7Y a3 P OFHIiODD C# 1282 707 T AflER
FTILIET S, FLT, F4HTENESHEOREIIOVWTHERSLZLIZT S,

2 AYTIAF-2HYY —

2.1 #EAREFIL
Z OHiTIE, Derman and Kani (1994) (ZHLY) 256, A VT4 K- V1) —
DIEREZTTNZOVTHEIT L L1235,
ROE ) AT 5 7 VBB EEZ D,
ds,/S,=n(t)dt+a (S, t)dz (1)
72720,
log[S; 5, /SA~N ({n®) — o*(,S,)/2} At, o*(t, S,) At)
THhbH., ZIT, SITtBEEEICBITAF 7Y a v OEEEME, n 18U 7§,
CERTITA) T4 ENENKL TS, Tz, LTFOYY)— - EFNVIC
BWTIE, /— F Lok S & FEEAE %,
L=t,+i AL, (72721, i=0,1,2, -~ -+~ )
S;=S,+jAS, (7L, j=0,1,2, - )
CHERAL L CE R, RRICBUT L8 FHOREEMEZ S, LE£T L1
T5. 2L, UFCTIERFOMEADLDIZ, V) —LOEED /- F ¢

5) Derman and Kani € 7 )L {22\ Cld, Haug (2007), Levy (2004) 7 & % S 1.
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SYIZBIL T G,) EBMALL TERT 2 LI2T 5.

FF, 2V — - ETNVEMST, BEDO/ — FG,) 2B 5 RINR
FSTFAVTA 0, ROTHRLD. 2 ) —OWEEIZE LTI, g2 R,
Wz & D, v ) —OHE A (rootnode) % (0,00 & LTCHK /) — F&FE
FTEHZKRO LI ICEHL T DET 5,

{0, 0}, {(1, 0, 4,1}, {2, 0), 1), 2,2)}, =~ -~
HHOMEHE L, EEO2HEEOFEEEMEOHEOHMIEHT L7012
S=S,;£BE, ROiI+1BEATZOMEN AT HLEOMEES,, THT S
LEDE%E S, LEAMWELpu, THEEEL pd(=1-pu) LThETNEKT L

295, WE,
In[S,/S]1, HE=E pu

x_
In[S,/S], FE= qd

R DMEFREx xEZ DL, (D LD,

Varlx]=0}; At 2)
EVHBRE 2L, ERoLETIE,

Varlx] =E[x’] - (E[x])°

E[x"]=pu{In[S,/S1}*+ pd{In[S,/S1}*

(Elx])* ={puln[S,/S1+pd In[S,/S1}*
EENTENEMRIIRT I ENTEDL., LT, 2) O,

Var(x) = pu{In[S, /S1}*+ pd{In[S,/S1}* - pu’{In[S, /S1}*

—pd*{1n[S,/S1}*— 2 pu pd In[S,/S] In[S,/S]
=pu pd [{In[S,/S1}*+ {In[S,/S1}*— 2In[S, /S In[S,/S]]

L, 261,

{In[S,/S1-1n[S,/S1}¥* = {In[S, /S1}*+ {In[S,/S1}*

—2In[S,/S]1n[S,/S]

THbHILxEETL L,
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Var(x) = pu pd{In[S, /S.}*
ERTIENTES., LT, EXE Q@ &Y, BRI T 1) 7141
ROEHIIRT I ENTES.
0,;=In[S, /S ypupd/At (3)
& <12, Cox, Ross and Rubinstein (1979) (UUFTix, CRR) (ZRFEE NS L5 %
PERO2EY ) — - ETNTIE, FEEMED LAE (50 TEHEE 3—
ERDT, 177 ALRAEY w LFTLHE, FEEMED FAMEE T %M
S,=uS, S;=S/u, (727ZL, u>1)
ERETE, 3 L&D,
0,,;=2In[ul/pu pd /Nt
EVWIMRE D, 272L, CRRETNCTIHE, RIMRTI T4 ) T4 u%k
—FBEREL, VAZHRIVHMFICBIT L EERESRFELY), £/ - FT—%E
EDbpu l pd BRESINSZ LR L, L2, A TF4 8- =TI,
UTFTORT LI, pu, pd, u BLUORFTHART T4 ) T 413%&/— KT
Bpo/ix L 5.
B, Q) ORFWRTTF )T 11, 2V ) —ETERDLE, —HIIC,
0, =[Sy +1/Si 1 1v/pu pd/ At
ERTIENTED.

WIS, IREEFES: (Arrow-Debreu ib%:) OEA%XEZ 5 Z LT 5. T,
HLEDOLNT ) — R ENHICELEL 72& 2 ITEHE 1 AP DbN DD,
FOMD ) — FTEREP TN VE T LHHLEOAFDOZ L TH D,
CORBEIEFOBIR I TOfitE 2 Q; LRI LIZT 5. V) —LDK/ —
FIZB T 2 IRREFEA OB LT, W% Q=1& L, i=1KfibiE
IEEOERT 5 2 R & i+ 11 LT,

pu;;Q; jexp[—rAt], (j=i+1 DA
Q1= pu;;1Q;; 1 +pd;;Q;; yexpl—7rAt], (1=j<i DHE
pd; ;Q; jexp[—rAt], (7=0 DHEH)
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Y% 50 CERRE L CWIHE R v, 22l r IZHENTECTH .
COIRRERESE V5 &, FETEE S, WHRAL i+1 &35 iR

S—u¥7y - a—) -+ T g Uitk OGS, t0) 13

C(S,j,t1) = expl—7AM] éOQLk{ puyymax(S; ;41 =S; 0]

+pd; ymax[S; ., ,—S;;,01}

ERTIENTEDL., 22T, i+1 BEOBEGEMED,

Si16<Si;, E=0,1, """ J
DrE a—)\-F 7 arofifiidtolisrzoT, 51 ERITKD
IICEERWZ DI ENTED.

C(S; 5t D) = exp[—7ALQ; ; pu; j(Si 1415, )

vexpl-rAl S, @l puia(Sicrper=S;)
A pd(S S )

JEE REARE Sy 120t 5 i+ 1 RERUR ] & T B e BN & F, AN 2 BB
B HHE (cost-of-carryrate) & a & 3FRT &, FLEMIEIX

F,]:S,-J-exp[aAt] 5)
LY i, vy — Loy A it R,
F,i=pu;;Sii1 ;417 0d;;Si 1 (6)

ERTIENTEDLDOT, (6 %,
pdi,k(SHl,k _Si,j) :Fi,k_si,j _pui,k(si+1,k+1 _Si,j)
LR (W IRATEE, ROL) LRHREZDLILEDNTE S,
C(S;j tiv) =expl—r A Q; ;pu; ;(Sie1j+1—S:)) +Zpc} (7)
72721, ‘
Ypc= j Qi (F; x=S;;)

k=j+1

Thb. Tz, pu,;+pd;=1%DT, HEHEERZL, 6) L),

6) FEEISMNOLGEZEGILLUEELd LT DL a=r—d, FFEEEIIEBEEOLE1IH
=r—r

£k
A F- 54 " J:T%ka %%
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Fij=Siv1j
bu;j= . =
’ Si+1,j+1_si+1,j (8a)
Si+ i+ _E j
Pd,-,j: L (8b)

Sie1je1=Sin

LISET B ENTES. LR (82) & (1) ILRAT DL,

Qu; F=Sii1,)Sis1,51=Si))
Sie1j1=Si1

LY, ZOMBI Sy jo—Siy; E T TEET 2RO LD AEERE 2D

ZENTED.

C(S;j, ti+1) = expl —7At] +3 e

S - Si+1,j bc _Qi_j Si_j(FiJ_Siﬂ,J')
i+1,7+1
’ d)C _Qi,j (F‘i,j_SHL]')

(9)

72720,
& c=C(S; b )explr Al —Zpe

Thb. ZIT, CSjpt) LTI, 3—BET Y- a—-F T3
Y OEBOWSIMiE > S e o CEoMErE BT 4. £ LT, REM
M LSRRG (5) £0) 25252 812K -T, v — EOBEEME % R
ETAHIENTEL., F/2, INLOHEMSNIFEEMEE (8a) & (8b) 12
RAT LI LI Lo THEBMERZFHBET LI ENTESL. 2F), ZDLH
WCLTHEEINEA Y TIA R - ) =1L, ROV — - EFT IV EEST,
F T a v OMBIEE L7z DL R DITTHS.

Pk, a—nv - 372 a2 fHALLCHBEETH LD, SEE Ty -
F7va v EMHLCHREEEAEZCHE ). EAMEL S, WSz
i+1 5o a—ary - Iy b - TV a itk PGSt

P(S,j,t1) = expl— 7 DS, Qi pitgmax(S,;—Sioy 1,01
o +pd; ymax[S; ;—S;.14, 01}
ERFTIENTESL., TIT, i+1EHOEEEMIEA,
Siv16>S; ), k=j+1,7+2, - Ji+1
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DEE, Ty b - FTvarofifiiitorzsoc, EXEko LS ICE
KR DI ENTE D,

P(S;;,ti0) =expl—7AL]Q; ;pd; i(S; ;—Sii1))

+expl—rAS @il p164(S,~Sior 00
oy DA i(S;;=Si )} (10)

g5, (6) &1,

D (S;;=Si 1,501 =Si; —F = Pd; (S ;= Sie10)
#25DT, Ihz (10 IXRAT 5L,

P(S;j,ti1) = expl—rAtIQ, ;pd; j(S; j=Si 1)) + Zppt (1)
25HC &%JVC?‘% 5. 12721,

2pp EgQi,k(Si,j_Fi,k)
Ths, ZLT, AD 12 @) BRATS L,

Qi Sivy, i1 —Fi )Si=Siv1,)
Sii1j+17Si41,)
LY, ZOTGELIC Sy —Sey; &0 CEIT 2 L kD &5 BEEREE 2 5

ZENTED.

P(S;,t;1) =exp[—rAt] + Y

Si+1,j+1 ¢p+Qi,j Si,j (F” _Si+1,j+1)
Gp1Q;; (F; ;=Sii1,j+1)

Sii1j= (12)

72751,
G, =P(S; j,t;)explr Al — Zpp

Thb. SEOHELFR (12) 12815 PS;, b0 CBELTE, I—aE7
YTy b ATy ONSHEE S S g EE o CEOEEEHRT .
9 & Q2 »5bHLLR LI, AT FA4F - v — LOFEEM%
DEZ, ROV — - ETNEES TRAERNCERL T2 EIcRD,
WRMEEN 1D ERADMEEY & RSN H L7280, LELLTETILVOR
TERERE R L, UL, AV TIA4F-2HY ) — - ETVOKERKE
THhb, ZoOpE, KETRTLIIC SEY)—IXETTLILIZE-T
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RELYEFETHIENTES.

2.2 2 —OREEE L ORE N LRI R

FUE MG DY ) — FORBEICE L TiE, ZOMEIME S, 25 ) — D
TOHL — FOFEEMIE LR U725 X ICEEL TW L EFRTH D,
ZIT, HUl/ = FORBTIERD &) A T 2 L 12T 5.

Hb/ — FHPFTET 2 01E, BREZRTRT i DPBROLELZOT, 20
BEDOTEOFEEMEZE S,; &35 &, 2HY ) —OHa, Huls ) — FIE S, ),
ERTIENTEDL. §5L, CRREFLVTIE, ZDS, ;37— EDkD
51T,

S,-+1J-/2H=u§,-_i/2, S,-ﬂy,-/Z:S,-,,-/g/u
BT HEDT, LLT,

SievimarSierin=S s . (72751, Si5n="S00) (15)
) 210y ) — D FMESE (centering condition) % 25 Z L ASTE L. H
An/ — R SAlitE A EAT 2 MR ICH L C oMbt @ 2 &,
C DHERIEERIL, Ba) DB DITEEITF1Z Siay oy AT, (15) 29 Z &1
Lo,
_ FySiaiaSi o

Sy S )iyt Sy - L dTi2)

i,j

bu;;

LRODLIENTED. XU,

dc=CGS; i Dexplr Al = Zp, (72721, j=i/2)
EBE, IhE (D E2EoTHEEMZL L,

be=Qipu; i(Siv1j—Si,),  (FEL, j=i/2)
LB BDT, TN LOMBEEOXNERATLZ LICL o TRA L 2 5.
Bo= Qi,j(ﬂ,jsm,;’ﬂ_gij)

Siv1jatSi;

PLT ERE Sy AL TERT L L RO L) iR E R BT EPTES.

(7z72L, j=i/2)
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SHL¢H::§M£?Ei5£§§ﬂ2, (72721, j=i/2) (16)
Qi,jFi,j_Q5C

DF ), BEAERTREI+1D0GHOMEL L5546, 9 (16) L0 HEE
filits 2 RE L, T LT Siyjue 25 Sivyin T TORNMADOEE pEAMRIX (9) L1,
F72 811, 75 Siny o  CORMADFEE MM T 12) &) ZhEhdvug L Tw
b= -

B, WRE2RTRTFI+1IPEEOMEE L5561, F9HhL/—F%
Sievane=S00 EREEL, £LTIOMEEY bREVHIADFE ML 9 &
D, FrASOREIEOBEEEMEZE 12) L) ZRZFNREL T I EIZh A,

KIZ, 0<pu;<1ERDIZODFNEZEZTHL). £ITLOHEDRME
PHEZ T L, T pu, ;>1 ERDIZODEME, Ba) X1,

F;j>Siijn
THY, F7zpu;<0 L% D720DFEMER,
F;j<Sin;
Thb. LIzDoT, 0<pu,;<1L%DODFEMEAE,
Sivjnn 2 F; =S50
b BB, TORERORF;#ELIC1I2ECTLTILICEST,
Sispjrz Z Fija = Sivgjn
RZAHDT, L7zhHo>T, 0<pu;; <1 L%572005MH,
FinzSujn=F; (17)
CEEPRDLIENTE L., EBROFETIE, ZoRELEied L)1
YTITANR ) = MEL T REDNDH LD, TOEMRITZS RV
HlE, 120BIEFEE LT, FEITNSHER e B4 IED,
Sijs1=F;te (18)
ERELETZEICE ST, 7)) Oz EAICHT L3 TES. K

7 9k (12) OiRAEMH A v M, F—u¥Ty AT aroa—nETy N0 2 FEE
ONSEE, 4TI F - V) —ICHMEELNL L) T ETHL, DL, BT
DRF i+ 1 PEHEOHEIZOWTHAKETH 5.
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FRCTbZoRELXRAL, EBORMEFFICSVWLTEe=10"BWVTY
A F ADOHERBHERDFEAE NI L T B,

PDEoA 754 K2 ) — BTNV EM- 25186 (HEBERTARL —
MR EUEREAS L 3 AE) 1, [EE1ITRLTWA, FHRICEWLTONNT X —
5 DAt Syp=100, T=0.5, 7,,=0.15, w=0.03, r=0.02 TH Y, F7=HHEFT
(3 0.05, FEHGEHIT4THD. 2B, 9 & Q2 ICBT2a—0¥ 7y - F
Fraroa— e 7Ty FOMEICE LT, BHEOME R s ol
AR ZCCRRETIVEDVAHL TS, 72721, @84+ 7Y a vy oBaie,
A7 - F T2 =HLVETTN 7 F A —OEEVHIRKETRITK
EWEE, AV TIAFR - RKITT4) 714 OEIIEINT A, 22T, CRRET
WaAfE) SV, TOT L EEETLH72OIRO L) BIIEE(T) 2 L1107 5.

Vii= aootw|(S;; —X)/X| (19)
72720, X IZFETME, wid 75 ADEHTH 5.

181 L VS 2% X912, CRR EFIVIZ L B FEFEMED Y ) —I13K5E
LY —EDERTEHTL2OIRLT, A 7TF4F - 1) —=TixZEIA
B RTEHTHI LR b. $72, RIWERT 719U 7 1 LHEBHERD
—IETH 5B CRRETINVEES T, NHRANIZEET 5 FEREAMSG IS LT,
EFNSEHATITAR V)= ECRBANIE LT 52 L ICh 5.

3 AY7I4F -3V —

3.1 Derman, Kani and Chriss (1996) D >~ 75 4 F - 3IHY ) —

FTTICHIEI TR L2 X918, 2IHY ) —o8a, REEMED Y1) — L
OEFIAHANE %2 5 720, HRMEZRD 1 D EOESLAOMEE & 5 W REMED
HY, TNFETNVOREGACEENE 225560 H 5. THIHLT, 3
HY Y — - ETNVOREE, AT T4 8 v — LTHEEEMEE—E
DLEHAZFE (HBHVIETHE) TREASETVWZENTESL., LK -T, &
Gtz Y ) — ETREASE TS, @FED3HY ) — - 7V LR
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BOFEENTLIVEWV) ZEIRD.

Z OfiTl%, Derman, Kani and Chriss (1996) €71V % NX— A2 LT, 4~
TIARBHEY) = BT NVOERZED TN LT D, F72,3HY ) —
L OFEEEMEOEENCE LTIk, k&, EEH) (FHZER), THD3IDD

AT A 2 EITT b,

9, 3HY ) —ORINIEH L TE, ROIIIZEHAL T D ET 2.

{0, 03 {1, 0, A,D, @, 2} {2, 0), 21, 2,2),2,3), 2,4}, -+

3 ) — FOREFHOMIZICE L T, 8% Qo=1&L, i=1FH

VI EO#ER T 5 2B 8 0 & i+ 1 ISR L C,

Qi1;=0d;; Q; jexpl—rAt ], (7=0 DY)
Qij=1pm; ;-1 Q;j-1+pd; ; Q; jrexpl —rAt ], (j=10%H)
Qi1 ={pu;j 5 Qij ot pm;; 1 Qi 1+pd;; Q; jtexpl —7At], (2i>>1 DYty

Qv =Pt j o Qi j ot pm;; 1 Qi 1+pd;; Q; jtexpl —7At ]

Qi+1,]’+1 = {Pui,j—1 Qi,j—1+pmi,j Qi,j}eXp[ —rAt] , (G=2t %G

Qis1j+2=pu; ; @; ;expl —7At ]

ENERGE L TWITIE R v, 72720, pm (ZFUCE AT AEAL L 2 Vg (b

HWEBESR) TH 5.

KIZ, 3ODWRMHEROFEFTIEHL TERTAHAL) . WlRRE i+1,
FEATE % Siv1je1 ETBHIRHOT—)N - & T 3 Uitk C(Si o1 tinD) 1,

C(Si+1,j+1; ti+1) =exp[—7Af] Qi,jpui,j(si+1,j+z _Si+1,j+1)
+ expl 7O S, Quel (S pen =it i)
S St
+pd; 1 (Sie1p=Sivr )} (20)
ERFET HZENTE S, SLEMEIL, 3HY Y — - ETVORE,
Fij=pui;Sii1 ot pmi Sy ji1tDdi jSiia, (21)
LN, Ik,

Fi,k _Si+1,j+1:pui,k(si+1,k+2 _Si+1,j+1)+pmi,k(Si+1,k+1 _Si+1,j+1)
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+0d; 1 (Si1p—Sie1j+1)
EEERMAT, 20) IZRAT B &,
C(S;iv o1 tiv) = expl =7 AHQ; jpu; (Siiv jio—Sivr o) T 20ch  (22)
EV‘5¥FS%%%_7§ SENTED. 12721,
e Ek;i;lQi,k(E,k_SHl,jJrl)
Thb. LT @2) &0, BEEEMENPEZED ) —F6H 75 LEATS
HERHERIRD L) ITRET LI ENPTE L.
= PP AHCS o i) = Zpch
" Q;;(Siv1jr2=Sis1j41)
B, HIEHiO2HY ) — - ETNVOEE RIS, EXIZBT S CSiij00t
WIWCELTIE, F—uE7y - a— -+ 7Y a r OEBEOTEANIE D S
Mgxs o TEOMEERMNT LI &R 5. T2, 2D LD,
Fij=Siv1 i1 =0u;j(Sivr oz = Sivr o) TPd; j(Sivy ;= Sivnjn)
EBITHOT, FEEMEOTES L CELZEHOSAOMBERICH LTI,
Fij=Sit1je1 =P (Sivy e = Sivr 1)

Si+1,j _Si+1,j+1

(23)

Pdi, iT (24)

pm;;=1-pu;;—pd;; (25)
EENENRETHIENTES.

I —EoHl ) = FE ) Lo 3 o0fERB#ERIL, ERROFIETRELT
WD LT, b/ — FUTOZNRGIZELTIE, a—v-+F2ar
WboT, Ty b F T a Ml ERHL 2080 HERERLFTEL T
ki sy,

W R A i+ 1, EATIEE Sy ETHIBEOT Y b - F 7 a3 Uil
1 P(Sivyjen tinn) 13,

P(S;.1 )41, tio) = exp[—rAf] Qi,;:pdi,j(SiJrl,jJrl =Si1))
+exp[—mt]él@,-,k{pui,usm,m—SM,M>

8) ZOHIZOWTIE, HHiO2HY ) —Dr—ALFEAKTH .
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+pm; 1 (Sivr+1 ~Sie1 e
+9d; 1 (Si 15401 =Siip)} (26)
EPRETHIENTEAL, 72, (2D &0,
Sivrjo1—Fo e =pu; 1(Si 1 o1 =Sivee2) T p(Sivr jr1 —Siv1 1)
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[f+&& 3]
void ImpliedTree(string USEU, double SO, double Strike, double Expiry
double Interest, double F_Interest, double Sigma
double w, int N)

{
Double dt, u, pd1, pml, pul, a,R, S, Sd, Su, V, FP1, FP2, Se, Sum, , Payoff
OptionValue;
int i,j ks

double[,] pd=new double[N+1, 2xN+2];

double[,] pu=new double[N+1, 2xN+2];

double[,] LV=new double[N+1, 2xN+2]; // Local implied volatility
doublel,] Q=new double[N+1, 2xN+2];

double[] Node=new double[2xN+2];

sbyte h;

if (callput=="call”) // In case of call options
h=1;

else if (callput=="put”) // In case of put options
h=-1;

dt=Expiry/N;

u=Math. Exp (Sigma*Math. Sqrt (1. 5%dt)) ;

R=Math. Exp (~Interest*dt) ; // Interest is domestic interest rate
Q[0, 0]=1.0;

a=Interest-F_Interest; // F_Interest is foreign interest rate

for (i=0;i<=N-1;i++) {
for (j=0;j<=i%2; j++) {
Sum=0. 0;
S=S0+Math. Pow (u, j-i);
Sd=S/u;
Su=S*u;
FP1=S*Math. Exp (axdt) ;
V=Sigma+wx Math. Abs ((S-Strike) /Strike) ;
I (j<(i*2) /2+1) {
for (k=0:k<=j-1:k++) {
FP2=S0*Math. Pow (u, k—i) *Math. Exp (a*dt) ;
Sum+=Q[i, k1* (S-FP2) ;
}
//Put Options
OptionValue=Tree ("put”, SO, S, (i+1)*dt, Interest
F_Interest,V, i+1);
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pd1=(Math. Exp (Interestxdt)*0ptionValue-Sum)
/@i, jI1*(S-Sd)) ;
pul=(FP1+pd1*(S-Sd)-S) / (Su-S) ;
}
elsef
for (k=j+1;k<=i%2;k++) {
FP2=S0+Math. Pow (u, k—i)*Math. Exp (a*dt) ;
Sum+=Q[i, k]* (FP2-S) ;
}
//Call Options
OptionValue=Tree (“call”, S0, S, (i+1)*dt, Interest,
F_Interest,V, i+1);
pul=(Math. Exp (Interestxdt)*0ptionValue-Sum)
/@[i, j1*(Su-8)) ;
pd1=(FP1-pul* (Su-S)-S) / (8d-S) ;
1
// In case of negative probabilities skwikkkriiikkiiktkk
if (pu1<0.0 || pul>1.0 || pd1<0.0 || pd1>1.0) {
if (FP1>S && FP1<Su) {
pu1=0. 5% ((FP1-8) / (Su-S) + (FP1-Sd) / (Su-Sd) ) :
pd1 =0. 5% ((Su-FP1) / (Su-Sd)) ;
}
else if (FP1>Sd && FP1<S) {
pu1=0. 5% ((FP1-Sd) / (Su-Sd)) ;
pd1=0. 5 ((Su-FP1) / (Su-Sd) + (S-FP1) / (S-Sd)) ;

}
pm1=1-pd1-pul;
pd[i, j]=pd1;
puli, jl=pul;
//
// Calculation of implied local volatilities skiiokiokik
Se=pul*Su+pd1*Sd+pm1*S;
LV[i, j1=Math. Sart ((pul*Math. Pow (Su-Se, 2)

+pm1*Math. Pow (S-Se, 2)

+pd1*Math. Pow (Sd-Se, 2))

/ (Math. Pow (S, 2) *dt) ) ;

/!
if (i =0)1{
Q[1, 0]=pd1*Q[0, 01*R;
Q[1, 11=pm1*Q[0, 0]*R;
Q[1, 21=pu1*Q[0, 0]*R;
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1
else if (i>0 && j==0)
QLi+1, j1=pd1*Q[i, j1*R;
else if (i>0 && j==1)
QLi+1, j1=((A-puli, j-11-pd[i, j-11)*Q[i, j-1]
+pd1*Q[i, j1)*R;
else if (i>0 && j==i*2) {
QLi+1, j1=(ouli, j-21*Q[i, j-21+ (1-puli, j=11-pd[i, j-11)
*QLi, j=11+pd1*QLi, j1)*R;
QLi+1, j+11=(puli, j-11%QLi, j=11+pm1*Q[i, j1)*R;
QLi+1, j+2]=pul*QLi, j1*R;
1
else
QLi+1, j1=(ouli, j-21%Q[i, j-21+ (1-puli, j=1]-pd[i, j-11)
*Q[i, j-11+pd1#Q[i, j1)*R;

}
// Valuation of options using the implied trinomial tree stk
for (i=0;i<=2#N;i++) {

Node [i]=h* (SO*Math. Pow (u, i-N)-Strike) ;

if (Node[i]<0) Node[i]=0.0;

1
if (USEU=="European”) { // In case of European options
for (i=N-1;i>=0;i—) {
for (j=0;j<=i*2; j++) {
Node [j1=(puli, j]*Node[j+2]+(1-puli, j1-pd[i, j1)
*Node [ j+1]
+pd[i, j]*Node[j])*R;
1
}
}

else if (USEU=="American”){  // In case of American options
for (i=N-1:i>=0;i—) {
for (j=0;j<=i*2; j++) {
Payoff=h* (SOxMath. Pow (u, j-i)-Strike) ;
Node [j1=(puli, j1*Node[j+2]+(1-puli, j1-pd[i, j1)
*Node[j+1]1+pd[i, j1*Node[j1) *R;
if (Node[jl<Payoff) Nodel[jl=Payoff;
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double Tree(string callput, double SO, double Strike, double Expiry,

()

AT TA R 3V —ICRDAT v a ARG OEMERE T 2 7T L.

double Interest, double F_Interest, double Sigma, int N)

double[] Node = new double[2+N+2];
double dt, u, pu, pd, pm, R, MM, VV;

int i, j;

sbyte h;

if (callput=="call”)
h=1;

else if (callput=="put”)
h=-1;

dt=Expiry/N;

R=Math. Exp (-Interest*dt) ;

u=Math. Exp (Sigma*Math. Sqrt (1. 5*dt)) ;

MM=Math. Exp ((Interest-F_Interest)*dt) ;

VW = Math. Exp (Sigmax*Sigma*dt) ;

pu= (1-MMs (1-+u) +MMMMu%VV) / ((1=u) * (1-u) * (1+u) ) ;
pd=ususk (U-MMs (1+u) +MMEMMRVV) / ((1-u) % (1-u) * (1+u)) ;
pm=1-pu-pd;

for (i=0;i<=2+4N; i++) {
Node [i]=h* (SO«Math. Pow (u, i-N)-Strike) ;
if (Node[i]1<0) Node[i]=0.0;
1
for (i=N-1;i>=0;i—) {
for (j=0;j<=2%i; j++) {
Node [ j1= (pu*Node [ j+2]+pm*Node [ j+1]+pd*Node[j]) *R;

}
return Node[0]:

7 w72 I 7 EiEEVisual C# 2008,
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The Doshisha University Economic Review Vol.61 No.2

Abstract

Tokujiro KUBO, On the Implied Tree Model

This paper considers the implied tree models and presents their numerical
methods for pricing options using Visual C# 2008. The implied tree is built to be
consistent with the market prices of plain-vanilla European options and reflects the
volatility smile. It can, therefore, be regarded as the generalization of the standard
tree with constant volatility. The implied trinomial tree model is superior to the
binomial version in that the former is more stable because its rate of increase of

underlying asset prices is constant.
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