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Pricing option on stocks driven by the Levy jump-diffusion process

XIONG Shuang-ping
( Mathematics and Seiences College, Shanghai Normal University, Shanghai 200234, China)

Abstract: Using the physical probabilistic measure of price process and fair premium ,we generalize the results of Mogens bladt
and Hviid Rydberg on the European option pricing . Under the assumptions that the stocks price process is driven by the Levy
jump diffusion process , and the risk-free rate r(t) and the volatility ¢ (¢) are functions of time ,we obtain the pricing formula
and put-call parity of the European option .
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