37 4

) Vol. 37 No. 4
Jul. 2013

Journal of Jiangxi Normal University( Natural Science)

2013 7
: 1000-5862(2013) 04-0416-05

PR 1

:0211.6;0221.1

Black-Scholes

23
- P.A.Forsyth °
1 Newton
. Y. Huang
1
1

2 N

2 1
1

:2013-03-05

(11126147 11201197)
(19839

¥, FEH e

330022)

2
2
1
1.1
S T
E 7=T-t o(j=12 -
K) V(S 7) J

b, = 5o S n SR e
oA
ik
L= % (&S 1) (2)
k=1 k#j /4
r ( ) (&) e R™"
j—k
S—£,S A e RV Ay =0
(j # k)
K K
Aj =- Z Aj pj = 2 A& = 1)
k=T ke k=T k#j
K
A}. = Z Ajk‘
k=1 k#j

min (V,, =LV, <ALV V=V ) =0 =12



4 417
“ K (3) (9)
(S7)e 0) x 0T V (S) 1
V' (S) =max(E -S 0) A" (QU=C(Q) (10)
08, x0T Q=argmin A" (Q) -C(Q)
(3) - 5=0 A" NxN UC Nxl Z=
(3); S=S.. 7=0 {0 1}" A, C, 0, .
V,-(Smax ™) = V,-(S 0) =V (5) (4) A( Q) qu—_Lj‘/j B(0Q)
Se 08, 0T j=12 - K -
€ max TE .] Jj (]—1 2 K)
‘f_;‘ks >Smax Vk( Smax T) A* ( Q) :A( Q) —B( Q)
(2) Vk( é:/ks T) 10 Smax 2
1" A(Q) (5)
1.2 B( Q) (6) (7)
h=Sp/ e Si=ih(i=01 i) 7" 2 :
(n=01 - p) n At (i)B(0Q) =0;
by D L J L J (i) A (Q) A(Q)
Vi; joo(S ) M
N=Kxi,, 2 A B NxN A
Vi= Vo, o V;Lm“f]l Vo = V;maflk ! B=0
L=(7-1) xi+i V=V ||A'IB||w$mlaX{ZB,H/ZAM}.
L_ M u u
J
2
2
(1)
Lj{an imo Vi = (ag +B +r+A) Vi + 5 (10)
BiiVia; (5)
;=0 B,;,=0
(2)
S Ay .
VAT A’ILI,AV’I (6) A (Q) =D(Q) -F(Q) (11)
k=1 k#j J *
D A . 1
]f,/. VizoV,  +(l-w)V,,, = (Q) (Q)
., D(Q) F(Q) D( Q)
Vk( mln( Smax é:jksl) T) wE 01. (7) 0
9 (3) 1
V., =LV, =NV + n{l%)nl}[go ] =0 1 U’ toler—
Qe
ance k: =0;
0<exl. : '
2 tiy D(QU" -FQU -C(() =0,
+l n+l n+l Uk+l U’b‘
hym+1 QD," 141 _ﬂ Pij 1y 3 k>0 |
AT —OL Vi + — Vij _A;+ ‘; Vi + lTl&Ef\max scale ‘U’”l‘
A0 ]]’FVI” . +(1-9 LJthl}+)\ ]V" g tolerance ; ke =k +1
j=12 - Kn=012 - p-1 (9) 2.
ol earg II{I%)II]}{QD(VI "-V)/e}. 6=122 1
pe #
6=1 CN 1 A(Q M
(4) C] <1 I
Vi =0 V=V, max | D(Q) “F(0Q) || ..<C,



418

( ) 2013

1 ) U (10)

IE™" |, <C, | E"|,
E=U"-U".
U (10)

D(Q)U -F(Q)U -C(Q) =0 (12)
1
min D( Q) U"*' -

oy F(QU -C(Q =0 (13)

D( Q) E"' -F( Q") E'=0.
VQeZ D(Q) ' >0.
E'"'=D(Q) 'F(Q)E'=-C, | E" || e (15)
=(11 - 1)" (13)
Han
D(Q) U™ -F(Q) U -C(Q) =0.

0=D(Q)U“‘— F(Q)U
min D( Q) U (Q)U —C(o) >
QU -C(Q) - DQU -

E''<D(Q) "'F(Q)E'<C, | E" | je. (16)

(15) (16)
IE™" || .<C, | E"| ..
1 . 1
(9) 1 .
2 (9) (11)
1 C <1
ma | D(Q) "'F(Q) || ,<C,.
(9) YQeZ D( Q)
F(Q) !
Row_Sum,( D( Q) ) Zi‘* O(a, +B, +r+A;) +
LD
&
Row_Sum,(F(Q)) =6( o, +B, +A,) i<i,,.
2

S
2D,

| D(Q) 'F(Q) ||, < max

I<I<N

o( a +B + )\j)

llllfag%\r 1 gD[ S
1sex E+0(a, +B, +r+ 1) L
_ mAr

1 +6(r+n)Ar
C, =0ngAr/ 1 +06(r +n) Ar

n——g§§(al+ﬁl+A) 2
A (Q) =M(Q) -N(Q) (17)
M(Q)  A(Q) 1
N(Q) =0  M(Q) M
2
1 U’ tolerance
kr =0;
2 i MOUT -NQU -C(Q =0
3 k>0  max Ll
i<isvmax|[ scale |U*" ]
tolerance kB =k +1
2.
1 2
2 3 4
3 A(Q M
C, <1
max | M(Q) 'N(Q) || .<C
2 U (10)
IE™" | .<C, I E" ||,
E'=U"-U".
4 (9) (17)
3 G, <1
max || M(Q) “'N(Q) |l .<Co.
C,=0A7/ 1 +6(r+¢) Ar { =
(max (B, +4))
3
2 1
2 1. 2
(3) 1



4 419
1 V' (S) C-
N (9)
K 3 2
T 0.5 CN 12
E 100
1 CN 8 1.
S s 500 (8)
r 0.02 2
£ 10 °Ar V(100 T)
tolerance 10°° 2 2 grid( m p)
0-3.20 0.20 3.00 m
A:E .00 -1.08 o.os% p iter
0 3.00 0.20 -3.200 value V,(100 T) change
.00 0.90 1.10g .20 ratio
£=0.20 1.00 1.30d¢="Lb. 150 cpu
0 0 0 0
[0.95 0.80 1.000 £0.300 s.
9
1
grid( m p) iter value change ratio cpu( s)
(600 121) 5.73 7.614 959 15. 60
(1200 245) 6.55 7.617 779 0. 002 820 61.16
(2400 490) 7.87 7.618 205 0. 000 426 6.62 205. 48
(4 800 978) 9.93 7.618 293 0. 000 088 4. 84 988. 68
(600 121) 3.92 7. 614 661 16. 16
(1200 245) 4.14 7.617 633 0.002 972 70.75
(2400 490) 4.38 7.618 133 0. 000 500 5.94 224. 85
(4 800 978) 5.19 7.618 259 0. 000 126 3.97 1 077. 81
(600 121) 4.27 7.614 959 40. 30
(1200 245) 3.78 7.617 779 8 88(2) 481;2 200. 57
(2400 490) 3.53 7.618 205 0' 000 088 6.62 883. 26
(4 800 978) 3.19 7.618 293 ’ 4. 84 2 832.63
2 (8) V,(100 T)
1. 2 3.
2
grid( m p) iter value change ratio cpu( s)
(600 121) 7.41 7.598 406 16. 42
(1200 245) 8.83 7. 609 696 0.011 290 74. 82
(2400 490) 11.32 7. 614 209 0.004 513 .50 223.63
(4 800 978) 15.02 7.616 306 0. 002 097 2.15 1 114.98
(600 121) 4.62 7.597 839 17. 83
(1200 245) 5.08 7.609 417 0.011 578 80. 44
(2400 490) 6. 00 7.614 075 0. 004 658 2.49 252.70
(4 800 978) 7.56 7.616 247 0.002 172 2.14 1 282. 67
(600 121) 4.70 7.598 406 44. 16
(1200 245) 4.17 7. 609 696 8 8(1)41" z?g 200. 70
(2400 490) 3.68 7. 614 209 O. 002 097 .50 797. 08
(4 800 978) 3.43 7.616 306 ’ 2.15 2 848.08
2 3 CN 1 2
1
1 2 CN ratio >4 1 3
2 2 ratio < 4
2 3 1



420 ( ) 2013

1 2 2 1 2003.

2 Huang Y Forsyth P A Labahn G. Methods for pricing A—
1 merican options under regime switching J .J Sei Com—
put 2011 33(5) :2144-2168.

3 Boyarchenko S Levendorskii S. American options in re—
gime-switching models J . J Control Optim 2009 48
(3) :13534376.

4 Cryer C W. The solution of a quadratic programming prob—
lem using systematic overrelaxation J . SIAM J Contr

1 2 . 1 1971 9(3) :385392.
2 . 5 Ikonen S Toivanen J. Operator splitting methods for Amer—
ican option pricing J . Appl Math Lett 2004 17(7) :

4 809-814.

6 lkonen S Toivanen J. Component wise splitting methods
for pricing American options under stochastic volatility

J .Int J Theor Appl Finance 2007 10(2) :331361.

7 Tlkonen S Toivanen J. Efficient numberical methods for pri—

Black-Scholes

cing American options under stochastic volatility J . Nu—
mer Methods Partial Differential Equations 2008 24( 1) :
2 104426.
8 . SSOR J.
1 2 : 2011 35(5):459-
1 2 463.
9 Forsyth P A Vetzal K R. Quadratic convergence for valu—
2 1 ing American options using a penalty method J . J Sci
Comput 2002 23( 6) :20952122.
10 Kennedy J S. Hedging contingent claims in markets with
jumps D . Ontario: University of Waterloo 2007.
11 Huang Y Forsyth P A Labahn G. Combined fixed point
and policy iteration for Hamilton-Jacobi-Bellman equations
in finance J .J Numer Anal 2012 50(4) : 1861-1882.
5 12 Giles M B Carter R. Convergence analysis of Crank-Nicol—-
son and Rannacher time-marching J . J Comput Fi-

1 . M . : nance 2006 9(4) :89412.

Two New Iterative Methods for Solving American Option Pricing Problems

LIU Zhe SUN Zhe” HUANG Xiao-mei

( College of Mathematics and Informatics Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract: Two modified local policy iterative algorithms have been proposed for solving the optimal control differ—
ence equations arising from the American option pricing problems. The convergence of the algorithms have been also
proved. Numerical experiments show the effectiveness of the algorithms.

Key words: American option; regime switching model; policy iteration; local policy iteration



