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Factors Affecting Option Pricing under Regime Switch Market

WANG Xiao-jie, WANG Zi-ting, LIANG Yue
(School of Science,China University of Petroleum ( East China) ,Shandong Qingdao 266555 , China)

Abstract: The factors affecting option pricing under regime switch market are studied, firstly the trinomial
model for option pricing under regime switch market is analyzed and studied , its rationality is proved ,based on this,
we derive that the factors affecting option pricing under regime switch market mainly include generator matrix and
the difference value of volatility rate under different modes ,then numerical example and Matlab programs are used
to verify the impact of volatility rate on option pricing with regime switch while numerical example is used to
illustrate the influence of generator matrix on option pricing as generator matrix is symmetric matrix.

Key words :regime switch ; Markov chain;option pricing; B-S Model ; trinomial



