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Pricing Asian Power Option under Mixed

Gaussian Model with Jumps

DING Yi, GUO Jing-jun

School of Statistics , Lanzhou University of Finance and Economics, Lanzhou 730020, China

Abstract: Considering that the classical Black Scholes (B-S) option pricing model can not describe the long-
term dependence and jump phenomenon of asset prices. Firstly, Gaussian mixture and jump model are be
used to describe the change process of underlying asset price. Secondly, the mathematical model of geo-
metric average Asian power option price and the pricing formulas of geometric average Asian power options
are respectively obtained. And lastly, the sensitivity of parameters to option price are also discussed.

Key words: sub-fractional Brownian motion; jump diffusion; geometric average Asian power option; Ito

formula
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