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Fig. 2 The relationship between WBS value V,,,; and different parameters
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Pricing for Warrant Bonds under Sub-fractional
Vasicek Interest Rate Model

CHENG Pan-hong' > , XU Zhi-hong'~’
(1. Business School, University of Shanghai for Science & Technology, Shanghai 200093, China;
2. School of Mathematics and Finance, University of Chuzhou, Anhui Chuzhou 239000, China;
3. Public Teaching Department, Rizhao Polytechnic College, Shandong Rizhao 276826, China)

Abstract : The reasonable pricing of financial products is the premise of their transaction. Considering the
randomness of interest rates, the long memory of financial assets and the correlation between interest rate and
financial asset price, the pricing model of warrant bonds is proposed under the assumption that the risk—{ree interest
rate satisfies the sub—fractional Vasicek model, the stock pays continuous dividends and the stock price follows the
geometric sub — fractional Brownian motion. By applying the It6 formula of sub - fractional Brownian motion,
stochastic analysis theory and risk neutral pricing theory, the pricing formula of warrant bonds is obtained.
According to the pricing model, the numerical simulation results show that the randomness of interest rates affects
the value of warrant bonds, and the more intense the fluctuation of interest rates, the more significant the value
changes of warrant bonds. This shows that it is necessary to consider the change of interest rates when constructing
the model. Stock price, exercise price, volatility of stock price, long—range correlation of stock price and long—
range correlation of interest rates have important influence on the pricing of warrant bonds.

Key words : sub—fractional Brownian motion; Vasicek interest rate model; warrant bonds; stochastic analysis

theory; risk neutral pricing principle

R4 H

5| FZ< 3L/ Cite this paper:

REHREL VPG WM Vasicek FIAAERYR 0T 3 B 52 b nT G Aot iy s O [ 0] B DR TR R 2 4l ( AR i) , 2021, 38
(4) :84—92

CHENG P H,XU Z H. Pricing for Warrant Bonds under Sub—fractional Vasicek Interest Rate Model [ J]. Journal of Chongqing
Technology and Business University ( Natural Science Edition) ,2021,38(4) :84—92



