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Pricing European options based on jumping diffusion model
with Vasicek stochastic interest rate
XU Qing, ZHANG Jianying
(The Science of School, China University of Mine and Technology, Jiangsu Xuzhou 221116)
Abstract: This paper mainly studied European option pricing problems when underlying stock price
follows a jumping diffusion model with Vasicek stochastic interest rate.In this jump diffusion model
number of jumping follows random poisson process, jump amplitude follows normal distribution
process, which reacts influence of the market shocks on stock price ; Meanwhile, compareing constants
interest rate obedience Vasicek interest model can refelect the reaction of the current interest rate
marketization on financial derivatives value .According to the principle of martingale,using generalized

Ité formula,the pricing formulae of European call, put options and parity formulae were deduced.
Key words: Vasicek stochastic interest rate,;Jumping diffusion model; European options.
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