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Pricing of Collar Option with Uncertain Strike
Price Based on O-U Process

GAO Xin-yu'*, LIU Li-xia'

1. College of Mathematics and Information Science of Hebei Normal University , Shijiazhuang 050024 , China ;

2. Basic Education Department of Shijiazhuang Vocational College of Finance & Economics, Shijiazhuang 050061, China

Abstract: In this paper, we assume that the stock price follows generalized O-U (Ornstein-Uhlenback)
process, and the strike price is uncertain and follows Geometric fractional Brownian motion. Using the
methods of quasi-martingale and measure transformation. we get the pricing formulas of collar options un-
der this model and make numerical analysis. The results generalize the related results of the collar options
under constant parameters, and provide more theoretical evidences for the innovation of financial deriva-
tives.

Key words: O-U process; uncertain strike price; fractional Brownian motion; collar option; quasi-martin-
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