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Parisian option’s PDE pricing and itsimplicit difference method
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(School of Management Science and Engineering, Centraldisity of Finance and Economics, Beijing 100081, China)

Abstract: Based on the assumptions that the underlying asset prigatiohdfollows the Geometric Brownian
Motion, this paper corrects the problems existing in Panisiptions’ PDE pricing in Haber’s paper, explores the
right boundary and terminal conditions and employs thectimeal derivatives to transform three dimensional
PDE to two dimensional PDE. This paper used the implicit diniifference method for Parisian option pric-
ing. Comparing the numerical results with explicit finitédfelience method, the proposed method is absolute
stable, fast convergence and low computation cost.
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Fig. 1 Solution field for up-down Parisian call option
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Fig. 4 Consecutive up-down Parisian call option price
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