20 %5 61 Ry LRI 5Lk Vol.29, No.6
20094F- 6 H Systems Engineering — Theory & Practice June, 2009

XE4HS: 1000-6788(2009)06-0068-09

oz MG IHREY E
KRILE, HmBE REE KEW

(LHHEITAFE THEHESER, M 510640)

W E NARRRF AN %, FRT ARNR RS B A BB 5 T I B AR A AL
HEMAAGHEMET AR NBEERER, K5, 2THLAREFEEES HA IR LE
B T BN, S-S T IR R RN ARG, &, Sl T
T GBP/USD ity LIk At 7. T REE &R T LR T EA 2 W5

KEE LR 28 HE; ARRE; £ HHE
hESES F830.59 XSS A

Pricing European currency options in a fractional Brownian environment
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(School of Business Administration, South China University of Technology, Guangzhou 510640, China)

Abstract By applying risk preferences and equilibrium pricing approach, the problem of pricing currency
options when the underlying asset follows a fractional Brownian process is considered in this paper. Firstly,
the associated density of the conditional process is constructed using the conditional expectation. Then,
an analytic solution for fractional European currency options is derived based on limited knowledge about
the past. For the sake of understanding this pricing model, the influence of the Hurst parameter is also
analyzed. Finally, an empirical study of GBP/USD option is presented. The pricing results of different

models provide the evidence that the currency market has the fractal properties.
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