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Background

] Asian options appeared due to a need to
avoid market manipulation near maturity.

 Today, Asian-style options are an
important derivative class in both listed
and over-the-counter markets.

1 For example, many structured and
commodity products are Asian-style.
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Basket option

 Final payoff depends on the weighted
average of a set of underlying assets:

Payoff = maX(Abasket — Kpasket 0).

A The correlation structure of underlying
assets affects pricing.
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Quanto option

 The underlying asset is quoted in
different currency than the final payoff.

Xy = Pre—defined exchange rate
S = The price of the underlying
K; = Srike in the underlying currency
Payof f = Xomax(S — K;,0)

 The quanto feature does affect pricing.
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Objectives

 To present what methods have been
suggested in literature to price Asian-style
options

4 To implement two to three suggested
methods and compare their performance
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Schedule

d Matlab implementation in September

d The thesis to be written in September
and October

1 Final results to be presented on
November 21, 2011
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