
Finance and Economics Discussion Series: Option Prices with Uncertain Fundamentals Theory and... < Book ̂  2FW9TRANTJ

Fi n an ce an d Econ om i cs Di scussi on  Seri es: Op ti onFi n an ce an d Econ om i cs Di scussi on  Seri es: Op ti on
Pri ces wi th  U n certai n  Fun dam en tal s Th eory an dPri ces wi th  U n certai n  Fun dam en tal s Th eory an d
Evi den ce on  th e Dyn am i cs of  Im p l i ed V ol ati l i ti esEvi den ce on  th e Dyn am i cs of  Im p l i ed V ol ati l i ti es

By Alexandre David, Pietro Veronesi

Bibliogov, United States, 2013. Paperback. Book Condition: New. 246 x 189 mm. Language: English .
Brand New Book ***** Print on Demand *****.In an incomplete information model, investors
uncertainty about the underlying drift rate of a firm s fundamentals affects option prices through
(i) endogenous and belief-dependent stochastic volatility, (ii) stochastic covariance between returns
and volatility, and (iii) a market price of belief risk. For the special case where the drift takes only
two values, we provide an option pricing formula using Fourier Transforms. The model calibrated
to 1960-1998 SP 500 real earnings growth shows that investors uncertainty explains intertemporal
variation in the slope and curvature of implied volatility curves as well as the conditional moments
of the state-return density obtained from option data. The calibrated model generates hedging
violations of one-factor markov and deterministic volatility function models with roughly empirical
frequencies.
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If you need to adding benefit, a must buy book. It can be loaded with wisdom and knowledge I discovered this ebook from my dad and i encouraged this
pdf to discover.
-- Da r r in K utch-- Da r r in K utch

This is the finest publication we have read through right up until now. Better then never, though i am quite late in start reading this one. Its been written in
an remarkably easy way in fact it is only after i finished reading through this book by which basically altered me, affect the way i think.
-- Dr . Ga br iella  Ha yes-- Dr . Ga br iella  Ha yes
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