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Research on a Basket Option Pricing Based on Lévy Process

QIU Hong
( Tianjin University of Science & Technology, Tianjin 300222, China)

Abstract .

This paper takes into account the actual characteristics of the financial markets with jumps. Because the Lévy process

can accurately depict the movement of the stock market, a Lévy process is introduced to construct a basket option pricing model, and

obtain the approximate distribution of a basket option by the third moment matching method. Finally, the classical Black-Scholes model

with three types of Lévy process pricing is compared by using a basket of options indexed by the index-linked security index. The results

show the superiority of Lévy process to pricing a basket of options in a financial market with jumps.

Key words: Lévy process; a basket option;

option pricing



