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Pricing formulae for European options with transaction costs

WANG Yang, XIAO Wen-ning, ZHANG Ji-zhou
( Mathematics and Sciences College, Shanghai Normal University, Shanghai 200234, China)

Abstract: A European option pricing equation is gotten under the assumptions that the volatility o (t) , dividend ¢(t) , and the
risk-free rate r(t) are all known functions of ¢t and there exsits a transaction cost in the securities business. Thus, the pricing for-
mulae for the European call and put options and their call-put parity are obtained.
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