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Résumé

L'objectif principal de cette étude était d’évaluer et de comparer la performance de trois modéles de
tarification d’options financiéres représentant différentes écoles de pensée : le modele classique de Black-
Scholes basé sur une volatilité constante, le modéle avancé de Heston qui suppose une volatilité
stochastique, et les modéles de réseaux de neurones en tant qu’une des applications les plus marquantes
de l'intelligence artificielle moderne. Pour atteindre ces objectifs, la méthode adoptée était descriptive et
analytique. L'échantillon de I'étude était constitué de 160 options d’achat européennes portant sur les
actions de sept des plus grandes entreprises technologiques mondiales. Les données ont été collectées a
une date unique, le 19 décembre 2024, et les options analysées présentaient des échéances multiples allant
jusqu'a 279 jours. L'outil principal d’analyse utilisé était le langage de programmation Python, qui a servi a
implémenter les trois modeéles et a générer les prix théoriques pour chaque option. Les résultats de I'analyse
empirique ont révélé des différences notables dans la performance des modéles. Le modéle de réseau de
neurones a démontré la précision la plus élevée et la meilleure capacité a ajuster les prix de référence, grace
a sa flexibilité a capturer des relations non linéaires complexes. Toutefois, sa nature de « boite noire » limite
ses capacités explicatives. En deuxiéme position vient le modéle de Heston, qui a offert un excellent
compromis entre précision grace a sa modélisation de la volatilité stochastique et fondements théoriques
solides etinterprétables. En revanche, le modéle de Black-Scholes a affiché la performance la moins précise,
confirmant ainsi les limites de ses hypothéses simplificatrices a refléter les dynamiques réelles du marché,
en particulier dans un secteur aussi volatil que celui de la technologie. Sur la base de ces résultats, I'étude a
formulé plusieurs recommandations, dont la principale est d'inciter les investisseurs a ne pas se fier a un
seul modéle, mais plutdt a adopter des approches hybrides combinant la précision des réseaux de neurones
avec les fondements théoriques de modeles comme celui de Heston. L'étude a également recommandé de
privilégier les modeles interprétables dans les applications de gestion des risques, et a suggéré aux
chercheurs futurs d’élargir la portée de I'étude en incluant différentes périodes temporelles et classes
d’actifs, tout en mettant I'accent sur I'évaluation de l'efficacité des modéles en matiere de couverture, plutét
que de se limiter & la seule précision de tarification.

Mots-clés: Tarification Des Options, Modele De Black-Scholes, modelé De Heston, Réseaux De Neurones,

Volatilité Stochastique, Intelligence Artificielle En Finance, Langage Python.



Abstract

The primary objective of this study was to evaluate and compare the performance of three distinct option
pricing models, each representing a different school of thought: the classical Black-Scholes model based on
constant volatility, the advanced Heston model which assumes stochastic volatility, and neural network
models as one of the most prominent applications of modern artificial intelligence. To achieve these
objectives, the study adopted a descriptive-analytical methodology. The sample consisted of 160 European
call options on the stocks of seven major global technology companies. The data was collected on a single
specified date December 19, 2024 with varying maturities of up to 279 days. The main analytical tool used
was the Python programming language, which was employed to implement the three models and generate
the theoretical prices for each option. The results of the empirical analysis revealed a clear divergence in
model performance. The neural network model demonstrated the highest level of accuracy and the
strongest ability to fitbenchmark prices, owing to its flexibility in capturing complex nonlinear relationships.
However, its "black-box" nature limits its interpretability. The Heston model ranked second, offering an
excellent balance between the accuracy provided by its stochastic volatility framework and its solid and
interpretable financial theoretical foundation. In contrast, the Black-Scholes model yielded the least
accurate performance, thereby highlighting the inadequacy of its simplified assumptions in capturing real
market dynamics, especially in a volatile sector such as technology. Based on these findings, the study put
forward several recommendations. Chief among them was the call for investors to avoid reliance on a single
model and to instead adopt hybrid approaches that combine the accuracy of neural networks with the
theoretical rigor of models like Heston. Additionally, the study emphasized the importance of prioritizing
interpretable models in risk management applications and suggested that future researchers expand the
scope of analysis to cover different time periods and financial assets, with a focus on testing the hedging
efficiency of models rather than limiting evaluation to pricing accuracy alone.

Keywords: Option Pricing, Black-Scholes Model, Heston Model, Neural Networks, Stochastic Volatility,

Artificial Intelligence In Finance, Python Programming Language.
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Fig. 1: Modeled representation of VIX over the last 100 years
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ol aadll ads i (Bsdl 2S5t Buglsl il Blgaed 3 Jany ¥ eiladl Gld (paasl
e sbasll e Samall Jeadl o asly (Thomsett, 2005) daisms ez gl s byl il L]
e ol eall 28lsll § bzl sda dgaws (S0 bl s
plzeil L) Aaud Lpaslua (uuds il dige Lel e (Black-Scholes) 7 3g.05¥ 243Lgudl bl L2
Sas9 «(Black-Scholes) Csj.o.zi Sl pdie (pe mdie pdS gl SLgedl Bymdl A8 U9 Busg puds
G AW S lusiall (San WS lsdl aie § bleeld dalisell slan¥l Jies of clwlusd! sy
(409 dxdims 2020 il o) Aligddl Cgymedl Juloms IS (o Lol Byla) Lpdhaad slsel! auss
ooled) Lalaio Aasle J895 Eus cnhlisdl paud § Lol Tygo eals Greeks JI ol cells e Loy
Sl 8lalg piiue &lly8 Sl e cadglaall (Kay Les sl Aagd e Aalusll Jolgall ks
Sl bt 44448 @l otlglaiel] o LS bl (o (e piaice (e Greek S 35,5 Adlasy
Jeo¥l a3 St slei 5! Apwelus iy (e ololazll Greeks J1 (8ad . 3gadl cililaz
oS ulutl sda md IS oo BN Hlawly coldadll (gull (Goswdll) ST« goluddl
Cruiy Adlad ST Sy Sblall §ylaly ceaiSle (e dugite cdhuad sla| (algluzel]
iy (s Low oL Bylmiaadly Ggll cdg)ls 3l panll adgs e eante Lud LS bogaetll ol il
& ohlall 3Ly Lulud Greeks JI ,a359 . bolecll neloms Ssiun ao dudiloios Ljlsie na3Slye
(Passarelli & Brodsky, . ST &80y Geaudl clugiad ae Joladlly od oy Lo clylsdl Jglus
Tyol paeudl] Aeladll Jalgall a5 e 5Ll BodMle L pams (& Aiyall od uad sLazsbig.2012a)
Fosd pi 1asS (e Greeks JI iady couhlisdl Lo s @) 2SO eyl oo dueal Jay By Lo ys
dlelld oy 6y Jalsall 3L L ae (Black-Scholes) 7353l ol sl pad wie L)
Black-) 7390 a3y cilisbigdl oda (e Zalae JS clucd) Zeusiud] 2ual, )l c¥slall qouas
{(Leoni, 2014) b LS 25bgudl (39,2l Jgbiliw «(Focardi et al., 2013) .(Scholes
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Delta (A) Ws .
e el (35500) Ll ] S0 S5 SR g () Gl iyl Ll L3
Lasd sl 4233 wlia) Yoaa Delta 250 aiasg.(Benninga, 2014, p. 467) ol oYl s
dasd § paadl Jose Delta (udas Coo cabladl Jee Juo G| jaadl ol ymad 2l 5Ll
i sl s 3 S aail sika (ol eBlal e ¥l a3 il 3lats Losd Ll (o)
.(Dyshaev & Fedorov, 2019) udlazll (Joea ol o Gl JY1 Delta ALV L LA REN Y |

Sde oy mewd o Alaasll Gl 8yls) e delud LpsS b=l Delta Wil 5 Layl sy
Asanll L (oymm oSad @ blell s byl Lalazind Loy of lagld Ady &) ol)ld!
el yas iyl 13] aatilu 5Ll Zaud (of Gay Idag 2 ol Wl (s [1.0] o Lo Liasd L5
glasyl Jamm Lo «cali yaun Jusdl et 3 3ol Lpo Lo s Le¥ e ddl aibls (e Gudaio Iy
a2 Las cauddl Sl Al 3 Ve [0-1] G Lo 79l s 13) Adladl Wl (oedy Tisia Jia¥l yase
Jls el yauy Jua¥l 32! s pedl Slis ¥ cJua¥ ] ya g La)) e (adseis Laayd o
Augie duud 9l Srdie uSG Lol s Lt oo ! oSy Gl s Beud oo Jay pall g lasl 016
sradl @ 8uslg Aadle 8505 0 (g 1029.0.25- 51 %25+ 3l Lids ael 5Lesd 055G w8 JUL s e
e lda e puanll (Sasg (Gleadall, 2021) apdl dagd 3 Zodle 0.25 5l uday Uslasil gas g 554l

:(C.F. Leeetal, 2010, p. 492) ((Ming, 2020, p. 5) 4Ll 48Matl I3 (pe o |l Wl HLs

dCall (S,K,r,T,o0) ON(d,) __0N(d,)
Acail = s = N(dy) +S 651 — Xe™™ 652
ON(d,) dd, ON(d,) dd,
=N — Xe™TT
@) +S =335 ~ %" 34, s
N(d,) + S—1 ‘dT% !
= e .
Y2 SoNT (31)
X -1t 1 —dT% S rT 1
— e _e o — e .
V2 X SoT
@) 1 a3 1 di
=Nd)+S——e 2 -S——¢72
! So,V2nt SogV2nt
= N(d,)

laigi 399 ade Al> 3 (Black-Scholes) C.’s}q_ﬁ 399 (‘:,9)53’\ ey il Hls dayd) Lapall sia CaSs
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e LS el 5les Delta i3l Aol ) B pnll aSa 2 LA cilasigs 3529 D> 3 Lo

acC ON(d,) oN(d,)
= — = qT —qT — -rT
Acan 5 e 1" N(d,) + Se 5 Ke 5

;ON(@)9dy ., ON(dy) 0d,
dd, oS od, as

=e TN(d,) + Se™ 1

~4TN(d,) + Se~ 4T L dT% !
=e e —e2 -
! \V2m So\T (32)
2
_Ke_rTLedz_l .£. e(r_q)T . 1
\2m K So\T

TN () a1 df a1 df

=e N +Se ™ ——e2 —Se™ V! ———e 2
! So\2nT So\2rT

=e 9T N(d,)

die ITM 5Ll 00586 oF ez | paand saseiad @l @ STA adall apsad! dls Q) N (dy) ass
§ 95 diasdg dopaitll U1 o) Cnomy Lo dpaiald Mls waadl (1655 of Jlaa | (T 3lazand) 5)ls
Aagd 13 H5ld) Jams daadl L@l 7l wie Gasadl La¥l jans 058 (3 sy Lo 1dag ([1.0] o
ey sy yaiaS Delta s (505 Lag caudl 5lisg e lidl 5l om ol 3 Jleisd e Caliss
s Ot kel 28Nl Sasd Az g o [ ad1 5l s 0585 00F e JUL s (ad oyl o
4ol Delta Jazy Lo il 5ls yau das paiy Jio¥l ja glasyl wiad Ll jauy ol
A9 . ol pais ol it ol AST 5Lzl (6 1 (e Delta <581 LadSy ([ 1.0] o 79l Lizasd
S35 o> bl yais ¥l jas o aall A8Mall uSatd Adles Aagd aedll 5Ls Delta dses
J0.1] sl Lraud 09859 «Adlu Delta Jazs Los paudl 5l 2 § a3yl ¥l yau (olasesl
2o yiall (o JBT LaS1s audl 5L Delta cno @ iall (oo 2ST 095 Lo La31s o1, 801 55 Delta (g

(2020 « Jadl) 1 suald dallall dagall 3ol o (Siay ¥ cnilledl § Delta dagd o J) 3,LaY

Delta dpwlul! ;50 cous L) Ul> misgs 1(5) o8y Jguzd!

ol 8 ;s zo ol
0.5<A<1 A=05 0<A<05 Call ¢(,-&d1 ;L
-1<A<-05 A=-05 -05<A<0 Put aed 5les




107 a5l ALY

(o LS ilanyss Gguty a5l Wy il sl 0l aall (e padg

S — -rT — —_ -y
Aput = 55 = Ke s N =S—5¢
d(1—N(dy))ad, d(1—N(d,))ad,
=K —rT —(1—=N -
¢ ad,  as, (1-N(dy)-S$ ad, S
T JE L (1- N(dy) + S — 41
= —Xe —0e —-.p C—_— - —e .
\V2m K So\T ! V27 So\T
1 df @) 1 a3
=-S e 2 —N —1+5S e 2
SoN2nT ! SoN2nT

o LeS ! Sl s gl 2aa byl Bapall e padd clagjenll 2> 3 Lol

JP
Apyr = s e”"(N(dy) — 1)

R — -rT__ ~ 4«7 _ ,—qT _ _ -qT "~ 17
Apyt S e 7S e ¥""N(—d,) — Se S
d(1—N(d,)) ad, d(1— N(d,))dd,
= Ke T —e 97(1 - N(d,)) — Se™ "
¢ ad,  aS °© (1-N(d)) - e ad, s
— _Ke_TTLedT%.E.e(T_Q)T . _e_qT(l_N(dl))
21 K SoNT
+Se~T = dT% -
et ——ez2 -
V21 So\NT
Se~ar dT% +e 9T (N(d,) — 1) + Se™ T . dT%
= —JSe e e — e e
SoV2nT ! SoV2nT

=e T(N(dy) — 1)

oo gl 5l Delta (3481 LS wdladdl s oS Ggandl saudl (adses! LS adl s Wl B9
sl 056 o Jleil s gl 5t dsaiad S Jlai| (e 50 59 (1) b mzmsall a5
e 8Ll Uma Lol ag wdall jime e com Wl sda @9 (Blaziad] @5l aie OTM
aBlatll Joeo oS § gl jacdl g asyl Al 8 Ll codall dpais § Juo¥ll ol Jof oo 39 48U

Sz apas dyaidd) Jlaas! ¥ B9aSU e auld £15¥9 (0) sasall (o puell 55 Delta o as

(33)

(34)
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Gamma (IN Lk .o
Uaglell gl izl inl 1 ¢ el dlial (e Jas IS0 daray ¥ Ll o |las
3@ AST s Bgus 5yzmang Ipdie uladl Jo¥) pau oyt 06Ss Lotie ladd Sutgde (055G Delta
(C.F.Leeetal, 2010) L9 45 Gamma Lelald ylell Lo gl ol ay «gwlad! Lad yau
s io¥l o pope J) Ay Ll Aagd I (o lanll) A0ldl Aazsl) Gamma 5L e

s g slizil Gamma sazs (¢35l Al Ayl (e sluxl] Jdge 4l (6f alall
Gamma Jie3 (53] .gwl.‘fa’\ ¥l ya a5 a0 Delta nad 44,8 Joo> Aalg 8ylai 185y Lan « 5Lkl
a5 dleg (Balakrishnan, 2020) wledll Jia¥! pase oulpad ) Lwd 5l Delta § yazll Joas
sda &Hlud Gamma s (> (3 4@&&&” ool s G oldall HLsdl 2w ewlus Delta
Out of the ) OTM &> (1o Lzl Jaiiy Lo Delta Joms 2auS ) pdd Lel G oo 2yl
Loz @iy paasdl 1da deywg 350331 1] s Delta o8 «(In the Money) ITM 4> 1| (Money
Extrinsic) L)l Lol dauall olal 31a1 Gamma jlael Bayl (S LS .Gamma dhaulgy
s oo GoyB bl o G udl yaadl 05 Lonie Libisius el ) Gamma Jiasy .(Value
OTM si (Deep In the Money) dawe ITM clls (3655 boaie « BlalL Ll (olsdl daill
(Thomsett, 2018, p. 405) yauall (10 20,8 mas Gamma oL (Deep Out of the Money) dicec
ol L1 e a5yl L8 .0.20 Gamma 90.70 Delta e $gons el o 15)  JUkI Jotao e
oiSat) Delta Juad ao « 993 0.70 ludey el yae i J) Bladl 3 s35use Ay o3 ludey

(0.90=0.20 +0.70) Gamma &> iy Delta pasiu oo slawdl § M| (o 3l
LesS AU hldl Blyad clodal e JLadl JSa Jaladdl e clolaskl Gamma b velun
so Lo Jl Gamma il aiasg . adsl s gl (g Byshaill Jlolaell 8] ciliaas alasiul (o @@Sas
Landlly Lol Joluall dladoel Jlolieold puoo¥l ayanll (e ,350 dum dayall wllsd! (e da)]
die clanadl (Ser ¥ Gamma 5es oLb deles Aulite &lislucm oS Bauate Sl Gglemm il
7 lxs dyoms Delta 3 oyl c¥gmmtl] 8,15¥ (Sas i bl Jglodd O3l s e Blaxdl @
Eig> A8 elial Blle Gamma oyl olglase auseiun < Jldly Jolad) dmsl Al Jad 9l
ol daadall e s ginll by Lo (U B3y oadloe Joiady Hlaudll 3 imlis il

.(Horasanli, 2008) ,LLsell 3,509 olylsedl paud de Gamma il do ¥ Badaiag
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ilaiel 9y nodl podl e el slised Gamma g lue 4aS 3l 28Mall aissiy

ac

, 04 _0%C _ 2(533) _ON(dy) 9d,

“o9s as2 9s  ady 0S (35)
1

: S 1
= N'(d,) - = N'(d,)
Y oVT SaovT !
rlaied ae 9¥1 goill e s Lddl Lt Gamma a5t sl dsall L

_9%c 0 (Z—g) _9(e™7N(dy))

I

sz 9S aS
1
_ e_qT.aN(dl).adl _ e_qT.N’(dl)-L (36)
dd, S oNT
—qT
= N'(d
o7 (dy)

Zg‘,g LoS«.La\.a_pj.’{ 9o Lfﬂy‘ 63.4_” Y @.5.“ Lkt Gamma ,dge O A9

oP
" 9?p 0 (g) _9(N(dy)—1) ad,
Paesz s ady oS (37)

1
— AT/ . § — 1 /
= N'(d1) T Sm/TN (d1)

th LS Lge ad Silasigi ngg e ‘;?)33\ goidl (ro audl sLsed Gamma ydge G Ll

_op. 9 (3s) _ (e () - v)

I sz~ 8S ds .
A[(N(d,) —1)] ad = (38)
— e_qT . [( ( 1) )] . 1 — e_qT ) N,(dl) ) S
dd, S oNT
e~ ar
= N'(d
SciVﬁ: ( 1)

_di

1
N’(dl) = \/T_T[e 2
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Théta (0) s .o
ol pols IS Al 00585 T I Loguas AW wolilesdly Lages clazidl Jues
Inaie piay oe3ll of LS .(Gleadall, 2021) ladé 2i83e Lpeodlio 555 39de e $ohais Lo LiLe LY
Loy ¥ 5Ll ey eliSy (a3l Raglie LiSay ¥ yalslall wlanag Baasadl prer Soiun e Lola
Logilly (pagel!) Al ) Aasdll oo 0985 Hlsdd) 2asd o JI Jo¥1 el (§ LiBylas ualy aieglie
el (alasil aag Ll dial 2l Al caadsy) Blamiwdl 7l ) skl el LSy 23!

gl 59 oy Ll Aad @ palasi¥l (g Loyl el a8 (aasis bl oY
Sdgll Gogad] LY wlulall Jites o2 (6381 Jalgall il b (3) ST of Bl agud
Ldall sl cdy § Bumoll pasd Llas HLsdl yau § aaill Juae (2 s (0) Ls Giligdl Byl
s e Ll 2aid (3 gl (olases¥l JuaeS Sale Loy ds g (Passarelli & Brodsky, 2012)
J) il diagd O3 <0.05 4 2ol "lug" oy ¥ 1.50 Al Jleo sl dagd cfS 13) JUl
Loih o8 duleg . Boull B9l (8 (5551 Slpedd g aue (BIASL >l agy g Y95 145 Jlg>
il Sal) oy LSS caodlall el foyls g ikl gl e dolom) 485ay ool JUI Ll
ooy owladll oY i e 2o iyl 2lae e msly JSChy 1 iy Ll e sl
cdigll o (Aagd AST 0y LSl Jsb¥1 Bull 93 L) Aalize Ll foslss o ST cdpaitl] o
Oy dpleg Aiasd (o iy Lae wdall dpaws lag L8 MY aST Amyd 5Ll Jal> ey Jobo¥|
B>y wdall Sl Bue § oladall e @il HLodl 2ad 3 kel sy Theta s, d5e o) Jaall
o Ll iy (425 Amiie 2020 cowall o) Sl dad e b 30 Sl 058G iy Baslg
s ABN LS Bnls (Bl 59,0 ps diall Jalo dlosty g0 QU Ll 2B § o lase¥ e
Sole st ey oo ¢ Aol dioud Julas J) (6350 slusedl oLda 5158 3Ll 193w pu USO8 . iall s s
Losloms] Shale s piad 6,51 Bz (on Jsbol 85040 4y Lolans¥1 535 gl 5Ll ol Bty Ll
Sl Yy aaall e gy cus Al adll jgaus Hlhsl Jems Al izt Hlisd) au wind A5
clibee” Bl sgie pn bl e Glad caadl iy sl 595 ae desall (alasil
Jolsed Jg¥ gaall 9o (a3lle 1t s i) sz Ll lat (el Jomy s "Lt Ay Jlal|
Lo 3l 1d o Ogddiug Lo Bale (gaildly . cidgll g e diad oo May ¥ o)Lzl dae

(Vernimmen et al., 2022) ags S 590 a0 2o 3l 2ol gyl ST 8, sea ¢y 9 i) Jasesy
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Warde s o Théta s 4 a5l (C. F. Lee et al, 2010, pp. 494—496) 4uab, Il 48Mall Jaads

Aoyl Bapall @uas oo Su> Blll Bue oo 2l Baell 4eudlly (Black-Scholes) z 391

Ig\,g LS QLa_p}'i 390 ngy' ;‘)Ji«.“ s> Théta L‘Lp')_&ljl

aC _—
C = -, T = —_
o, = —t%. N'(dy) — 7K - e ""N(d,)
c 2\/? 1 2
YK lasyss pe o) £l (e 1l L) Theta s a3l 2uus b)) Zaall Joad Legd
_ NI _
@C =dq- Ste CITN(dl) _—— N,(dl) —1rK-e rTN(dZ) (40)
2Vt
e LS Janid ilasies 095 o) sl L) Théta s il 2l dapall Lo
) op T—t
P = -, T = _—
Op = _2e0, N'(d))+rK-e "*N(—d,)
P 2\/? 1 2

i LS lassstll sg2g pa o¥! aedl sl Théta L ya5l sl Zapall Jaad oo

_ _ See oy
Op =rK-e "°N(—d,) — qS;e " 1*"N(—d) —————-N'(d;) (42
2Vt

Theta

=10

0.5

Asset Price S 50 0 Time to Maturity

(Franke etal., 2019, p. 104) : juual!
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Vega (V) Lid .&
caBlatll dxo Jio¥l 2 g 8kl dumoll Husall o1 § (Black-Scholes) 7 3g.ail g ¢
lia o wuST8ps¥l sda lalud ¥l 425 yalung ol udlatll Joxe Juadll ol culas o (o181 ae
Dbl jan e cdatll aad il e Lo dWl Jlsdl ks Liag . a8lell (o)l e 3udain ¥ (ol 481
Kappa LS clas¥l oy § Loyl (eoud) "Vega" Liud ydge die fad b (2 Jlsdl s e 1Y o
Hlee! 2B sl (uds Vega Lid 1450 ol dleg .(Taleb, 1997, p. 147) (Lambda |as¥ i

puieiad Lid olb diag .(Van Der Post et al., 2024) uslaxll Jos Jua¥l ile 3 izl pd3 Al
Sl dad § ! Jlude el o Geall il @ claal] Sl e Tslas b
Lid Baud s Bole oy « ol ploiseiaad) gl - Gt B2l (3 %71 Lsdy ART Ssgu> e
ol alanlly K593 1.50 olad Lo sl Aagd il 1313 I (Tick) "cls” ol g aloienaly Iy

53155 1 5Leell Bed 83L5 I 655 %26 ] ol culaall g Las,y | old (5 Lisd =5 %25
Sl Aaid Gl %245 muadd %0.5 Ay asall Clanll aasil 13] (I3 e wSall e
oSy 1 1 o) (651 Jolgadl Sl (o181 ae Las 1dag « Mo 1475 Jlg> I sadsii
el A g o) sl ol LelSs ¢ gl alially cllid] o 8y ALL R lmsd) 283
hlesl) & (Long) sl 3Sye Vel ol dukes Lgosd pais ] Guasad) izl alasil gsgs Lo
i Loy el cdasdl slalsy e Bolannadl Jldlg «(Long Vega) " Lighs Laygd” 5850 cIMial gy
el polass) e sl gay gl «(Short Vega) “ sad Lid" 3<5a ] (Short) andl 5850
:(Vicente, 2022) Lid yd30 (10 dago illasdle S 7 Liizul (,Say 4wy .(Gleadall, 2021) szl

eyl daud (e g cldadl g syl -

"Vega" Lagd dayd aasys Hlisdl duais o o )8 ol il 0o Losie -

Al o Sl 81 LS "Vega' Lisd B pasiss
3] ol il ol sl Bl it Logo Lilidia dal Ligd of iy 40l LSl pandl e
Al geel) Al iy oLl flss e duanl slaed ids Lo olllan, Liaams Lo o

lia ol (Y93 50.01 I 595 50.00 ¢pe yad! s e 13] JULI Jatew e ZIULT Bloall § slasll] piaad 5usg il (Tick) el Jiay !
[(Team Appreciate, 2024) Joluzll § Zadle aay 1aslg i (LI pasll



13 a5l ALY

A3Mall u]a.aj Eus a9 elpd L "Vega” Liké I (38 (Black-Scholes) Gb}oﬁ (Saiiasg

Black-) z 35a3¥ Jo¥1 danddl M5 cpe oilasisd gy (nyod) s|ddl Hls "Vega" Lagd ,igl sl

P b LS cdadd 2l (Scholes
ac
vc=%, T=T-—1t (43)
= SVt -N'(dy)

tnlatigl 2929 Al 3 oplas oy larig s92g pute Al § yg¥l ehddl s iy dge calting
e kS ) Bagall ol g
aCc
=0
= Se "7 - N'(dy)
Sl L a5 e calrns ¥ Slaniet oy (og¥! sl 5l Lid a3l sl Lpall O cn> @

:L",S;XS Seaiy Slayies G g.wi’\ el 4l

Ve T=T-—-t

(44)

0P
vp = — =SVt - N'(d;) (45)
do
Lisd y-dge oplai e calins ¥ Slayiss 5929 oo 0ol adl 5l Lagd sl J) Ay a1 Sy
:Q"zﬂf Seady QL&.})}S 2929 a0 @)3&2” |y ddl 5l
doP
Vp = o= Se "™\t - N'(d,) (46)
o
Slamid| 7yl5 g Jua¥! yaud WIUS ¥l el il 5lis Vega i gy (35) iy JSAI

Vega

40

20

0l
150

z 50
Asset Price S o Time to Maturity t©

(Franke etal., 2019, p. 106) : juuall
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Rho (P) s, vd
Slsad 8l Julmsg @b (3 Bsd Bl (Put-Call Parity) " eyl oy yaandl 581S5" e (8 4343
Aligel @udll (po Bulg (B9 "Rho 5" uzi el lia cdd @ .ohlsd) el e suslall lawd

Sliald Ll Aesd Bl Amy3 "RNO 9" 3 ks iyl paad 7 5Las 3 Aol

Slade olid 61 .(440 dmie 2020 ccaall o) Buslall yau o1 8k lis Oguy wiladl Juae (§ Aol
(Anjana, 2020) ,blxll ;o JUdl 35N yase (slazesl of oLyl ae 5Ll yaw (olasil of ¢ las)|
G il Juae sz e L (Black-Scholes) G.S}n.‘ai o 3kl paud 3 L Bh9a"Rho 9," calig
%1 Ay BSLall yaae 38505 IS 0T 6T Baslall yas 3 By Agie Aandy stadd S o L) ja
sda U 4aS Joo Lwlual 68 y85y pa¥l lia . 25ll 3 "Rh0 8" Acwdy Ll Zayd 0015 4] (055
walizs S84y (Put Options) audlg (Call Options) ¢, a1 Hls e Aol Lslatd¥l ol sl
Of dI 213 a9 audl s daud Jolasy el adl bl 2agd 8l J) Buslall o ¢ lasy) gag0
Adaad) Zuad) cladanl) Jaze lee cdpaidl yaad 3l dagall (o Jay Bslall jlawd ¢ las)
095G elldd (Passarelli & Brodsky, 2012, p. 47) audl 5Ls dn3le (0 Masg dndl> AST el ad) L
Sbesedl @ sl ) o "Rho 5" o eladl as el clylisd Blls 51,81 L] Bz 90 "Rh0 )"
ol Jawed gl e¥ Buslall Hlaned eyt Lo Bole 4] s Buslall Hlasd 3 Lol padl e 2Ly
{(Rhoads, 2011a, p. 10) <)Lzl Bl elans (de S 43l "Rho 9" 3 uad i d dads Casms of )
&l ad daull 5yl G Al cdglly duaiadl s (e 2ly S JSC40 "Rho o)" 2oy a8 g1y
"Rho 9" &3 0155 (Deep Out-of-the-Money) S (S duaiall ya (ye dueny 058G G ¢, 4l
9 el "Rho 9" ey 00955 (e & Laylad e cagals Sy 1355 85l Jiae Slasd oY (Badas
«(Deep In-the-Money) &z I lkas J513 0555 (&I 1 7 9u90 darall Aylall |, adl syl § ST
Ul d9 Buslall Juae wlpan Bl AST Layla Jams 298 dulslo Zaud bl ol 058G
"Rho 5" )18 « (dgaiald 18 5Ll o) deay L) Bl yaadl (o J8T Lo¥) yae 813) el 5L
bl dslis 8 cbarad | yaidl oo el ha¥l o 81305 Adlu B)Lilig 2ST3es8 13 98
95" Aagal LN suzmeld Budlly "Rho 9" Bagd olasil ) 0% Les «Jas 55l Juae olpadd
o oAl "Rho )" Jazmy b limsyns Jas il Ll 208 o8 2ogudll s l81 (6l "Rho

(235 4=ay0 2011 ‘ém) p9-ae dd sl paw e buslall J:.\MMJ}.SEM&H,} ¢ sl
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Black-) z 3gesl 3 88Lall yaud Bl jLiiell e aid Al Jo¥1 il Lo Laall "Rho 9" Jiess

i LeS ilagortl sgzrg pe Wl @ oiodl elidl Hlisetd el 4ol 8l Laall aady (Scholes
:(Hilliard et al., 2021, p. 142)

_6C
Pc = or’

=Kt-e "'N(d,)
:(Campolieti et al., 2021) ¥ diipo Jaai g silarjerll divwlus aday sen "Rho )" a3l

_OC
pC_ ar’

=Kt-e "'N(d,)
Slasssill 352 ave Al 3 il aed) Lkl "Rho 5" ,a5e LAzl casd andl HLs Ao 3 L]
Al Gapall e Juams (Black-Scholes) 7 35aif e ksl

T=T-—-1t (47)

T=T-—-1t (48)

oP
pp= 5= —Kt-eTN(=d,) (49)
Bl poad Slasiss a929 pe ¥l audl SLs "Rho 9" ;3L Aia L)l Aball puds o Lasd
ok LS L 5l
oP
pp= === —Kt-eT"N(=dy) (50)

s 8y (55 5 15 cLmad clals (s ) o3 Byl liligy 2 15] 51 ) 5L s
el 631 Align e Al Gld (Bgadl alge @laad slas Ll jaud dygall bl
Leuds Lwluell sda a3 Juas Lagals g1y .(Second-Order Greeks) 4slill doyull (pe <ilisligdd
9 Budas ohles Slmalial Je Goizms G Ladlell 3)1s) § ols luz Lags Sla50) sl piady
.(Zomma .Color .Speed .Charm (Vanna Volga) c3g,=J sia yils.adatll Ggudl cdg,ls S

.(Maxime de Bellefroid, n.d) «(Franke et al., 2019) ,Lail ciloglall oo a3l
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Options Pricing Approaches &/l paud biylae 3.2.1
bl Jolus Jlme 3 Lo Yo« Jageidl e 3 ulad¥l yoem Slylesell pand 2yl s
Bl ey alatal e duiey dlazt 6T 3 Ll waad Joladl jaudl yues Al idgminl wad
Lo ¥ e Jedl e Bpme clls DLl O W) ¢ aaedl 1 alomy¥ 8 peiad | 39zl (oo o)1 (e AU
& Hesmiadl 4,3l 2 3laall () 231987 4sa8T a3l (die " dazl) daludyl”s Cdyad Lo yoqls ae
Alidie Sl e o LT LS (o gaid) (o Al LaiaSs ol e e daiad jland] sa uuds
SlSslu e Baand! AT s dS 1By (2008 ¢ soliall) Hlawdll § il adey cadsdall B> (e 3
GArdol a8lsll Sl (pe " Blgudll JLS" dylas coje Loy Bl lidas J) (6355 Badang e as
dls «@lgedll SlSolad e AST s J] 2o bl cies cnlumddl sda Jbs 39 8 paal] gl Jolga!
Aeatly I3 le ciyeds cBllaill 1 (a9 Laugamy slaadl cildas @udil 4859 L9y AST 7 3lad yughas
@ Jrmdtll (0 s (s L yaiadi @y cdalusell cdanll g losl J) wilad @bl anud 3 sus
.(Henry-Labordere, 2008) «(H.-F. Wu, 2019) «(Bouchard & Chassagneux, 2016) _dlLl |ia
¢Constant Volatility Models co il _dad) 73k <P
:Local Volatility Models <, =1Ll _laa z 3Les &
Stochastic Volatility Models (§sball) Jilydall Clasll 73k <7
S O ) U3 sgay dalig JolS Jgudy piady hlised) paadd 7 353l gy ¥ sl 1) 8,1 okl 0
2l alearadl z 3kl calns (Ul .z dleidl el el dilel tseiuly 2o Ll diMsds ) Gow
Buayall il >y Bgue JSI Linliell g lall e
Constant Volatility Models ol cdadl 7z 3l 1.3.2.1
IS e paddl Sy 9l Bl Jlay Jguad) wSlge das o) s d e z3laidl s datad
Z 35l uady AW Blewdl Toluw 3 LalS lugaadd) byt 3 el Los « 8ol 5900 2o yetums
ool Awi l Aol A8yl (e dattay Eim oz Sl sdd i dasdl 550 a1 (Black-Scholes)
&l 0585 s Auslgdie Alae auls sl o (o siad z3sai¥l 1da Jaua¥l Hlawd oSl
sl 8151 die Jazy Lo ((Danaetal,, 2007) cols las Joarasy yetas JSCio (a3l Ua.@.n Sl

AU sl sgie pand Jis (§ Gedatd) Ay 28
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Black-Scholes Model 3J¢-d-2I G.Sj.c.ﬁ 1.1.3.21

Jlme & ok Blesl (BBMS of BS  flazs! cdg,all ((Black & Scholes, 1973) z3gail S
lia yushi @ Auslll ssaall gus e Ovasazilly cnisLdl slatal jems muol dus (bigedl)
.(Merton Robert) daslgy Li>Y dasugs @39 «(Myron Scholes) g (Fischer Black) dlaslgs 7 3533
Bokas 7z 390391 1da cad o Letladd] ilymslilunly LW oyl Jlme (e S (S L3T udy
el (10839 Lo Augse¥ Sl Asls AW sl gy gl gazeill Axllas § Gegs
Shlsel Aslall dagal wpadd clulais Glai Jo> @ads e Lgad @ (Black-Scholes) ks
Aslsy Ao aylael (Say JUI 5Ll o0 Laslas Zuwlad 3y e 73581 1da datay A9 9%
((Flores Méndez et al., 2024) oLty Lag Ll (ol Jua¥l jas 5 conandl puad dymg sual
Al Aladoms mrasad S ¢y Gy oLl (o 20l Logans Azl sLid) oy 1oy I ,Kas
Wby Lllns Lo Blansl e Lmsliudl sl pgaclu Awladl Joually olladl o pozs
Arbitrage-Free ) dzalyall (0,8 5929 ade (e daiay 5Sie > 489 gl ¥ cnllisd) pawd
A gazma e dadad A9 o¥ olyliseld Aalall dagall ¢ 7 39030 Al Laall oy ol U8y (Pricing
cBlamiadl sue el ja (Goadl § ool meedl ya i 2y (AlsMall AL Jolgall e
Slpaal) sda o (e sl Jealadl il puady el ! yae oty o loliell (e Jidl 3slall 2w
{(Rani, 2024) 3,20 dalasde Sy ¥ E Azdiaid) 91 paatl) Cdlazy !

eyl 390y ol (S8 Jsgailly pograsell dag e bl aaud sede of J 5,LaY1 s
Zo> (Bachelier, 1900) ", lall &,kas" disg bl ddiily (uasd 008 Laaise <1900 ple J) 281501 3
Slaadl Shls panwd! qulal (S dolaziwl @3 gddly Bachelier s jaud 7 3gail yolad
{(Black-Scholes) lylis a7 35031 pely agadl 48y Lo s 5508 43l dmgl ¢ A 511 An gSCee)
L8 18y dlally JLso¥l cilalang yaud) Aliles Adlaisly 4Sialips Lol 8l LaadlS st
Algde Aee I (o sl @ AW Blo¥) Bowe @ ) slaad 7 35030 elisg augs Bachelier
Sl oo 23 day Sas .(Nyarko et al., 2023) 2ol ) 48 Il ool cl3 e cdycg o8 yaiun
Slalaad) &yl yghas a8g5g dai Jlell laydds solels Uyl o8 LeS et JI AW Slmiid) ol

{(Bru, 2010) &SeudISI ¥ Lz Blas 3] 25l ey sl JLs sl IS (e Agslgdinll
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gl e Slayies o L_,g)j}’\ elyddl 5l puadd sl Géﬁ.c.ﬁ 4&lumny "Louis Bachelier” a8 13y
:(Choietal., 2022) Ju!

C(S,K,T)= e T[(S — K)®(d) + oVT ¢(d)] (51)
t2929¥ a5l e C(S,K,T) @
bl e J suslall Joas r e
f ol ¥l s o e
towolal! dadl aierld STAN asgoll Al d(d) e
‘bl adall avyorld Allansl 28Tl 4l @(d) e
OTM 51 ITM Ll 558 (5te s g liio g o 570
(oVT)

4>Jaid (Brownian Motion) dsgll aS,ll Aabdl (aibasll Jdxs Jof z35a3¥1 1 a039
Uiaall Goudl dudyay ¥ Bya) Loy addn O bzt o LS codl] Hland 3 Slgdadl pall
slaly oy 451 9o 7 3903¥1 1 44 wawnl b eal ¢f Y] (Schachermayer & Teichmann, 2008)
oA 45¥ 1dag bl Hlawd g 5lawdl Adladl @uall sezgy a5 diipo OF 1 «Aadad) Jguadl
Do solu slaudll 3 aBaall panll bawgio oo Bachelier (osiay (ol ol yaud agdall aeall
Y il gl sbleall wylms 4ly o3l dusaadd] (o Grine Jiaes piaty peiladl of (1A i (a9
Oyall 3 63T Bye aleza¥l 7 35.03¥l S| U3y (Sullivan & Weithers, 1991) Jblell Jaxs piles
Bslall slawd cipaly suud sua O Lo say Adad) Jouadl Hlawl ae Jolasll e 518 4isS 21
Joladl 58 2008 ple @ 2bladl AW a3 ay Aonatll luddl (amy 3 cdasgd &) a Ll
SLall gl ety e 39dle L Aol wlylsdl paad g3k @ Hlastl 8ole) e colil Joudl ol
bl 3l sledl (olasi¥ g @Il sl puen @ @Y @lides J) COVID-19 g 28
@80 Jo¥ sl i Ales Jaaild AW sgiall slawl cimosl 2020 sy 8 9 Jaaddl e Lol
"Intercontinental Exchange” 40,419 (CME) 4ylet]l 921804 4n gy cald U dyleiuls oyl
z3sail I (Black-Scholes) z 353l ¢y (udall 3Lty Loaill cullised Gdga Lz 3les pians (ICE)

(CME Group, 2020) Aedudl 5Ll ps Jolaxl] 2020 =i (5o~ Bachelier
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Anllal z3gai¥l 1da sl 9 .lylid) euuat) j51 7z 35031 (Sprenkle, 1961) L 008 (51 2ulys 39
S g9 ol a8y o) Jslall (sl A8Y1 Cuwg (Bachelier, 1900) Esﬁsi ddye gl Hgunsll
Sl Ui Haliea Jalgay ,3ls lileaall jlawd of Sprenkle (asial casl, )l Jaall Lia §9 . ruds
(Y. crpediadl gt 8 b bkl cMyasaty «Jouadl sia clasy Al Jo 2adsall dlazuld
¥l Camty 7 lawd! pe ol Hlad @ Aduad) sladuly 4> 390l 3 alaé Wang & Ma, 2008)
does Jgaadl 21595 (355G Ol oy Lo csLdanll e Yoy Caelats Jouad) slasd y5 M5 (e ldag
@39 (339 Amis 2020 el () rudall (s audall @inle st 9o Ll 7l e wBlasll

:(MacKenzie, 2008, p. 282) Ll =il he (nyo¥l elyidl 5l @udtd 7350381 At Lo

C=S.e’".N(d,)—(1—-P).K.N(dy)

InG) + (o + T
(ovT)

d2=d1—0'\/7

d1=

(el jangaiJusa s p oo
edluall Aty Ggandl HUasT (o sgaill dmys uSay T AU Aadl,USprenkle yaus P, @
cJiadin G sl (s et diebo 45T Y] )Ll paud) 15Tl 3g450 (Boness, 1964) Ll ¢ Liog
N> (e 3981l B3l Aegall pluseiad ae «bliell wlaxll udsll (e Boness z3ge datass
ooy olal g9 Auslgdiall Hlasdll s Adlais| @it Lyl sl LS GLA! Jua¥l 2 quass

:(BSIC, 2023) b LS 739l 7 1381 @iy Atyusedl AW & acll §
C(S,T) =SN(d,) — KePTN(d,)

S o’
. In (?)+<P+7)T (53)
1 — O'\/T
d2 =d1—0'\/7

¥l s gai Jume lagie P Jiey Cu



120 Al gl Y

o] ol 1965 ale Lawsy &l wbilasall sawdd aoMaall (Samuelson, 1965) 4,kas )iy
Akaill sda G..Sﬁ-é-.if" 3 et 085 ol wdasld Samuelson e S AW olylsed) quds 4a S

4, s Joual slawed oo ausl 8l 315l Samuelson g 085 28 &loe¥1 § dagass o3 ol
Sl ) s gl g Lo ¥) Bl o el lgdad) seedls 71035 LaS Bsuntin Al
sl G abanadl ahlsdl wlse lader alusiul dag cusndy Lblxll 59ley dnlepdl s5Lall
Saall Wbl Juse o Aadarll CewlSll uas o Yoy 4l gy lag . bolxell bl ol 2|
Dbl e QL) Buslall jau quasdl (Sl o 4Ty IaT ¢ (8,003 cursay sl ga9) guludl] LSl
oailas Samuelson a4l cels ) B8Ls| . S s obluedl cdiw 2wl 05,01 s
Bylie SLoY! auaanlly Y ae (LS ye¥) ohladl) LSl Blazmiad! ol @ld ol
Lolell 208 o oS iBlis 2odall sl die V) Lawlon (Sas ¥ (&1 &g o8l oLl
Blamiad) L8 L) dlel Jiedll suie mouay ude jauw gag (Aullie duglan Sgud> puas 8,501

(Bellalah, 2009, p. 371) (e¥! ¢ yid) sl @udnd Al Zapall 7 A8l

C(S,T) = SeP~®TN(d,) — Ke “TN(d,)

ln(%)+<p +072)T

2
o)+ (- 5)r
d, =
’ oVT

sl 5l Aagd gai Jume basio Jied W o>

L plad AU bleat) padd oo JMS (o Aedes daaluns (Thorp & Kassouf, 1967) 15 4
wilge O 19S5 @ @@ 3T g dial el Gl e Gilote Jogars 3850 sLATY AP g
zo9al ae BV el bbbl ¢ 2l Jgua¥l Wilge an Soluds of cuom dogomall dlaael
Al daal) Jloud Al 13Ty ALl Tae ae bgxtll ualis zes gl «(Black-Scholes)
Lapo pudy bl e JU wlall c¥asy Hlaadl llas Jie Gaadl @bl e 7 350i¥ diel
Jaz Les o Sealipadl gzttt alasezuly Jlalell oo 2l dlasme ¢ Lad) pe Sl)lll pawd) 25,80
{(BSIC, 2023) dyam! W @lle (§ dunelal 555 7 3903¥1 I
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The Brownian Motion 4|l 4,1 3%

Sblell sadll § all medl § 8ys8 AW azdeddl § aglgdaall Slleall mas Sl ual

G ol ol e Ao 31 iy Llidomso AU (31gaa¥ | od (3 e 93 Aas Sy Lo Lyl lg UL
Gzl Gy sl & (Pollen) adlall (it dolatill a2 4Syadl Lasy &> (Brown, 1828) delis
s g a8y Aunndall Zlai¥ll 3 Aslgdal) il Bllo| 39 Las «Auiglal) ASll @unly BoY C8yal
ol 7781 tu> (Bachelier, 1900) 4eld gl wily )l Jaall IS5 o JUI Ll 3 dipudas pgall
dl &las9 (EMH) Ggadl 36 aS Auss yal (g ylaidl oLl Buslg ¢ lgdes JSChy s el ] 5o
e Lelasdle o ) slasdll clilas of J) Bachelier jals cos (. Zou et al,, 2024) ilgduall
o0 ol G ) el elsludl cole ) el pandl (e Aatus (5555 5 ko duie) 540 Gulo
Slaall clsladl ol Joall (Say 5T Ul miial o551 ddl )l 5Ll d) o el S5
OSca Llgdee Tylucn aus madll slad 0 (218U (sl assall) Al asjorll dlig slauil
el aie A ded o3 > Ailgdiee Aelnlas Wslae plasials slawdl) oot lSiolins g

s aslall Jaad alg by Beatm oiligSay 3l 8 atune Buin) 2slenS Sy

S(t) =S0) +ut +oW(t) (55)

ool e daine pE e £ =00

:S(0) 2 ¥ dreidy ) yaee  S(T) @

‘o] yaw 3 cdad) oe

| (0 aBgall wilall oye pa e

1y b Anse ey yaim Solun bawsio I3 Aigly 4S5 of Mg dlac W/ (T) @
055 0F 0Sas el ase O 23901 (o 5ias Nol ygumd e (e Gilad zaall z3sai¥l Aslas o
Lo Ll e 00585 Lasls el slael 158 28101 (3 (San p2 sl 325 ¢ sasall pe J8T (6T WL
Ao Hlaadl al3 w0 g Loa o Jo¥1 yaadly md! a3 il o ydilee S 7 355Y
Sl ae ylats o gag Auiail) BN i 3 sSluclly Z LT (s 3axS O (e Aalusel
(Sellamuthu, 2014) 2381531 (5,1 § 28l
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Brownian Motion is a Markov Process 8585l dlec (2 dglnll &S, =l *

el G Algdadl ildaall (e Lis "Markov Process” CasSile dulec dulaall piad
S9yer sehats Wilgdie Slpite peuaws Lol gay L o(Pascucci, 2024) "8,S141 depue” Aol
Al Wl e daad deiad Adeald Adanad] Al o (2 89Sk laad 3ol dawdl .8yl
"Markov Process” <35S)le duols muls 2o lill oia cdyad Laaw 31 Slas¥l Judud e ety
a9 bl Wl ¢ g 9 beald Blaad] WLl JLaas¥1 anoall o6 15 (as AST agiian
il O (g Jadd Al Al ¢ g0 9 Aeliarand) Alel) Jlazo¥) pnieall s ga ¢ Adyladl ¥ L)
e bods Adarall 2@l gl 350 Addiall @l sl e 355 ¥ ol panel) 2,
:(Haghighi etal., 2024, p. 517) s LS Lo, 213 o patll (Sasg . (Fang, 2022) &\l doyall
Gaxs (b oesll gyl aslgdall clpaall e degeme £ {X(T), T = 0} aslgdall 2ol

:13) "Markov Process" &Sl Aol

P{X(tn) < xnlx(tn—l) < xn—l:X(tn—Z) < Xp—2, "‘:X(to) < xO}
(56)

= P{X(tn) < xp|X(tn-1) < xp_1}

¥l ez J) Sl (B ool die W) X (B) I doyadl Jlaas¥l angeall o g 1da
X(tn_1) s Ul de laad aaiay Ty il > dalad)

Ul A Le 2adog gl Aalas dapdalGdg L5S)le cililas Caglind iy 4ilé (56) Aslaoll lads
Llee L) @55k ddae (155 o Shw «@ldl & Lucas 3lass Lowd .(The Nature of The State Space)
Byaius Ul> =13 8685 lac of (A Discrete-State Markov Process) dladie > <13 (8685
Sk Ao Uinall Ul 13 LBoSHl ddese (oudy .(Continuous-State Markov Process)
AN IS (05 Al gdiadl Sliloatl Jiloeip 2 das Japuss e Lppad 3 8555k 2o s Anal (0S5
Jaz, lday Aelall cbldl e sleze¥l agy ) agaasll e Jay 16 «Jll aosll e Laad
lasg Ll g sLmz8Wly Jogerll Jie Lalies c¥lma § Lols S Bdde B5SHle Slilec
.(Haghighi et al., 2024) (87 c:lsl 81y clolaos alas¥l ds das (,Sas s ¢ (Hgalladl) Jy¥I
radl detay S« B5Ske aliles 12 e 6381 Juadly @l Slawd Aelos Ses Jaged! 35
i J) Jsso sl aSles g1 goylall Lkl e udy  Jledl o pae e dadd Juad el
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Wiener's Construction of the Brownian Motion 4/l 4S,ld g ¢ Ly B

Uy ypotuw Sy ol ddlgde Ldoe 9o Abolll A8,y (o I (a1 GLSDI )
.(Dobrow, 2016) (Norbert Wiener,1918) Jlall J| L sy Aoy Uiyl (o Lo 39 ¢ paiancs
eed ) slasd qurils 7 39031 2ltey ((GBM) Bsoctis 2igly 38,58 Lliias IV (1o g uloc aly
(Larcher, 2023, p. 371) <yl pawdd (Black-Scholes) Lo 3lazal Jiua Las AW Glgudls
Laadg 13) Wiener process jug dukes Lpl Aggly 4S5 Jias (&I Z(t) aslgiadl ddentl (e Jois
:(Hull, 2022, pp. 318—319) &l &usbJl Lo, ill cas>
P 0555 piso ool die ade¥ 20l : Z2(0) = 0 1
(ol At 2y 358 ¢F & :liapds dejge Luleall § el 2
Az = z(t + At) — z(t) ~ N(0,4t)

At =Var(4z) oo1- E[4z] = 0:0 52 AZ Lovsin -2 oney
lpasy oo Alatue 0sS5 As Il ae Ayl wliall § 4Z ol iabead a3
0555 A2 9 Azp ol OB conlslate ae ey cists Aty 9 Aty sl 13 panl

Cov(4z,,42z;) = 0 :alarus
fumps l3a8 s gy ¥ T Gans (03l 590 Bt AZ 2daall 0585 Hladl Byl paial .4
:Generalized Wiener Process jiug Zdead Zoladl slakl LS Sy dules
dx = adt + bdz (57)
ulsi D 9@ e S O]

Wiener Process g dclac aings 1(36) o3, JSCadI

o
- f ™,
. Rt / o ¢
= . '\—'- J o .
/ . " ey ) & s o
Y 5 - AT
e VN NN o (3
Mol o Aty )
A i
W WS
AR =¥, "2 " ‘
v g ‘*’, D !’
P VS, A ' AN A
4
BN s - -
Y

(Jing, 2018)0.&41!
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(Black-Scholes) Géj.o.ﬁ Lo 3LaLaY Itd Lemma ddes ¥
Ao deid paly Blas e adsezady «Sladall JolSdlly doladll ol § gwlal psie 2
plazeiuly Joua¥l jlawd Helas 16 Adec Casaty gl 5950 an selats &l Algdall clileall
z3503l 23 3 Lay e hlused) a7 3led (oMl 259500 ptad c¥slall sdag « bolazll ¥ slas

(Lyuu, 2002, p. 258) AleS daaall 1t &lslae LS (Sasg (X, Tan et al,, 2020) (Black-Scholes)
dx = a(x,t)dt + b(x,t)dz (58)
t oa3lls X degal JIga b 5@ o) 2
g zmmay et ) caanlly C8lmmi¥l o (S Aaladl g dukee ads @] Hlad el 13)
dS = uSdt + aSdW (59)
feulidl adgrll ladl Juas @
el e @ eiadl sl g e
:(Sheldon, 2014, p. 339) zuay £ cdsll 3§ cudl jaud @ls f(S, £) Wl s 13)

af of 1 92 ) (60)
df ——dt+§d5+§ﬁ(05) dt
Ly s (59) Walall iy (S, 1) Wil griw V (S, £) DIl o (o181 ae
av av 1 9%V
dV = —dt + —(,uSdt + 0SdW) + = — (05)?dt
ot 2 952 (61)
_v SdW + ov S+aV+162 (65)? | dt
~as? st Tt T 2952

Lzl PDE 432) sl dlalall Glaxsl sole) o Walall cusys Alle Asame JuSET day
:(Wilmott, 2007, p. 143) (Black-Scholes) 7 3 gl Aalal 28Lall Lapall e Liazs
a—V+7”Sa—V+1aSaz—V—rV (62)
ot as asz
bbbl e JLI 306N jaw ga T il
IMs (9 «(Black-Scholes) PDE 45l Alslazll dalall el oMlel (62) Wslall e Gllasg

s Ll Ll Aaid e Juami LBlazal
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The Black—Scholes Options Pricing Formula W oyl paadd 3lgd-IM dapo *

lgall g 4yl gilly ouys¥) sLell Lae¥l a1 e (62) Aslall Blazal Lied 13]
Gazmy gl JW by il 0Ss cus T = T o3l i Ll daud of 3L8ISLI Zaud uses Payoffs

(Black-Scholes) 7 3g.31 &slas

V(S,t) = Payoff(S) (63)
V(S t) = {Max[S - K,0] - Calls} (64)
Max|[K — S,0] - Puts

O | e L;?Jj;}" el yddl 5L 4aual (Black-Scholes) E.S}m'i Uolas Lo e Jams dudey
((Crack, 2022, p. 124) 7L ¥ 5929

C(S,t) = SN(d;) — Ke "T=Y N(d,) (65)
:‘é‘i LS Jaas CL;)’\ 3929 (9-k L.,will tH_” Hles Lo Lof
P(S,t) = Ke "= N(—d,) — SN(—d,) (66)
2 oed| e @)35(\ elyidl sls 4agal (Black-Scholes) G.S}m’i WUolas Lao e o Jilliy
ch..aj)’\ 2929
C(S,t) =Se 1TDN(d) — Ke "T=Y N(d,) (67)
QLIJ\SW CL.'JS" 3929 a0 wﬂl @.5_” Sl Lo Ll
P(S,t) = KeT"T-ON(—=d,) — Se 1T= N(—d,) (68)

1 d x2
N(d>=ﬁf o7 dx

In (%) +(r+"72)(T—t)
oVT
dy, =d, — o /(T — t)

d]_:
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(s LS 7390 e e g

¢Call Price ¢|,&d) Ls yau C e

‘Put Price aedl Hls yau Pe

it a3l @ gl dwannll of Blamiadl e go wic bl Lo Sl yaud| Se
‘Exercise Price duwylell ol duaid) yau K e

tdldl g3l sa b ol o @ Olill ade Blaminl gl T e

f ol La¥) pae las ol aduds g e

blell e JLdl uslall Jaas T e

t ooladl Lo 8 et | 7 L cilanjss Juaa qe

T oLkl e JLll sLadl Juns s quasdl Jolal ALt el @ 7770 o
(Bl 3 Jlmdl o yai oo JBT it fyls aie ua¥l yan 055G o Jlei| d, e
Boll ela) wie sl yaw oo JBT i) pais (0650 0of Jla>| d, e

:d 4esal (Cumulative Normal Distribution) agball oSLl ayseatl alls N (dq)
Ay abadl wie ST adatl aseall @ls - N(dy) @
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@ Borane Jlodl medl 2o oo Logorle JSCio (el 0655 mundd Log | sVl 2l agall
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e 0553 Ladtie Bale Sz gy e atiay 5Ll dyles S o Blas (23 aeg N(d2)
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Black-Scholes Model Assumptions 33s-d-cIS 7 3gil bl sl %k
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:(Boyle & McDougall, 2019) .(Murphy, 2008, p. 115) «(Chriss, 1997, pp. 200—-204) ¥K
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(Black-Scholes) z 3543l (o fay s tin Auiglys A5, auls uBlazll Joma (goladdl il 5lasd +
B yatus Alsde Lulos (29 (GBM) dwwatin gl 43> auli Lewalal) Jouadl Lol o
Slaaed LSl s 4¥ el anwdd AW @luab, Il (8 Gl £ 3503¥1 |ia dad
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O olall ¥y 1 52adl ol aa ldag

:Log-Normal Distribution (audall (esle g1 asygall ads aBlasdl e ‘éwl.,,:}!\ Jdl slawd +
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Lognormal Normal

W

L
-

0 0
(R. Chen, 2020, p. 5) : yjuuall
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L Jadid 7350381 Jyuad Sy il ¥) (Alghalith, 2023) 7 350391 adat) 2ceadl 3L
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Limitations of the Black-Scholes Model 3Jgi-cIM 7 353l 390> *
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Eigized ST A i (Fat Tails) Jasi ¥gud ellies i1 ol leptokurtosis 3 ,alls £JWI 35wl
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(Black-Scholes) 7 3531 ) 92 I (Long-Tailed Distribution) 4k Jgs3 93 L’J“‘)jjtl—ls
9 Al wldanll i 3 Lopadd Admell Goand| olSioblias capmgs § B I jaa
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az s ¥ ablsll 3 Sy . (Teneng, 2011) A4S pe¥ 2o gSxld 8ygimill Abloall coruy bl
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poe ) iy Js «(Uslaszs! of Lelasy)) Juaiud) § goleddl Lo¥l ja A8, oLl 5ol
Jolaill o Gay p sl 1da (Riskless Hedging) blell ¢y Jlell Lgxtll ga9 liac AST
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The Binomial Option Pricing Model &Ll paudd usdl SLS G.Sj.o.ﬁ 2.1.3.21
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The Binomial Option Pricing Model Assumptions &lylse! paudd asdl il Cs}aﬁ Slys 8 *
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Bl Bl aedl LS 7 3gail 399 Juod] yaue pdd gy 1(38) oy S

Sy = S(1 + u) with probability p,

Sq = S(l + d) with probability 1-p.

(Aasiya & Verma, 2015, p. 119) : juual |
:(Chance, 2007, p. 54) L LS 1 —p sp ¥yl @b oy S Jaad o

erAt —d u— erAt

w—d’ TP u—a

EYO [ 1 (ES[1PES [[RCONPRY | QUUETE SUONPIR SV DR YD { B P . 35 PESNESURTE PN e (I

32 058w bl o 05850y of Cy 4iesd 058aud L) Jol 3t Losie 4] > 0 9
o LS diasd (39St 3Ll fuyls i 2l Al drasd

p:

C, = Max[0,S, — K] = Max[0,S(1 + u) — K]
(70)

C; = Max[0,S; — K] = Max[0,5(1 +d) — K]
Gy sl s 2ad 068 Sy oS Blarll Jomo guoledll Jua¥1 s i 13) il 4ay 1y
o LS Cg ¢1,41 5l 2aud 09Saud S Jawdl) aBlatll s gl Lol ya ey 131
Bl Bl amdl LS 7 3l 389 eddl Sl aww § asall :(39) pdy JSEI

C, = Max[0,S,, — K] = Max[0,S(1 + u) — K]

C; = Max[0,S; — K] = Max[0,S(1 + d) — K]

(Huynh etal,, 2008, p. 151) : yuuall
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JWE (BOPM) suxlsdl 3all uxll LS z3gedl 389 ol ddl 5Lt Aol dagall Aslas Jaady
:(Brooks & Chance, 2024, p. 146)

1+7r
:JWIE aad (BOPM) sus ol 8 5ald sl 5Lis 7 35031 389 ausdl 5lesed Ald! Zagadl &slae Lol
P=pPu+(1_p)Pd (72)
14+r

(JYE Py 9 By s S 3eid o >

P, = Max[0,K — S,,] = Max[0,K — S(1 + u)]
(73)

P; = Max[0,K — S;] = Max[0,K — S(1 + d)]

Two-Period Binomial Model cwifall asll Ld zigail (o

S ol e L] dmty ool ¥l yas oo Ll (B9 8 5lat ) LS 7 3903l AdiBlin 3
s 8oL By caBlazll dome LM (uiSen Cebidius opyas Sow b dzgy ¥ (Jllly
e Jony Do liag .z 39ai¥l it 6,51 Ain) B8 AL @i Chgun B lodl B AN 7 39.05Y Auadlsll
cliey Sl z3503¥1 ()8 @3 (pag dpaitll wdg e Lple Jgvamdl @2y (1 alazsel) msludl sue 8aL;3
(189 &xips 2020 333lie g olaie) T 9T Ty (2 duiey bolas oD
Al sall IMs9 .Sy ) Blarll Jome Jua¥l pase pasyl Ty Jo¥1 8,80 4l wie 45T Lusjial 13)
S oy a5 By (o Las¥) 1 of Jo¥1 7601 ¢ Las) Asd udty g AT gms daety o pdom T
a padsil 13 WSy dao¥) s mias (aasil 131y Sz Jua¥l i mapud pasl 13] 4
Al ity (5551 Bpo (arddeinw sl Byl M5 46 .Sy ) do¥1 851l 3 wBlatll Jma Jual!
Sud oyase uany U g lasdl Y sgaiw o S g2 00 mrasy Sg
b Gaalie wicg ALLAL el Hls Hlawly aBlaadl Jee Jua¥l paud slue Wl JSAS1 Sdasg
dcdy Bole il . Giledl @yl a3 Aud 73508 Apand @3 13U 23y LuSley d5uie Aasykall
.(Binomial Tree) (yisd) <13 8, i1
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ouial) sl LS 7 3seil 389 Jia¥| ya add usgs :(40) o, JSCAI

Time O Time 1 Time22

(Rosazza Gianin & Sgarra, 2023, p. 33) : yuual!
1k WS ot duaiad) s 3 s iddl 5l 04 s Ol LAYl sda 6 0s 39
C,2 = Max[0,S5,2 — K] = Max[0,S(1 + u)* — K]
Cuqg = Max[0,S,; — K] = Max[0,S(1+u)(1+d)—K]; 4
Cyz = Max[0,S,2 — K] = Max[0,S(1 + d)? — K]
ciAall sl LS 7z 3gasl (399 6,41 Jls o 3 il s gs 2(41) 03y S

Time O Time 1 Time 2

. /vCuz
/ ‘ \
\ . -

(Aasiya & Verma, 2015, p. 121) : juual |

(JW ) s Cd 9 Cu Dbl yau 09509
_ pCya + (1 - p)Cdz (75)

C

C = pCuZ + (1 - p)Cud

’ d

u 1+7r 147
el Sl e Bas e (hami B g5 AT sy adl Sls yau ol Bia § G 9 Gy g asgatag
(1+71)?
PPz +2p(1 —p)Pyg + (1 —p)°Py2 (77)
(1+1)?
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Local Volatility Models &J,il | laalf 7 3L 2.3.2.1

il anud § Logias (oo Bal Jguadl jlael (ulds 2o s tad « (oSI1 Joged] @Jle @
b guae yleiiul @l 8 3l § ealung ae b g pa¥ e ol 8515] § Lyl o 23U olyluzdl
il Cdanll ds s e o 5y (Black-Scholes) 7 3903 18 «Liaz pa L3903l OIS a5l (0 02,01 (e
S e d5yud aue goime wlal z3gas¥l lda O] Sy OLeYl (e IS 3 (A3lg a2 U518 sag
Gy ity gasadl cldatll o LS AW 3lowdll § 25l Byalls ol & el el ¥ Gxie
Adlal awd 6,51 z3las saedat e ¥l lia U by IS4 e (dmie IS Lo Boleg duaidll jadd
cdadll z3gaily Byay Lo gag coltl Cdanll z3gas¥ andte g ydle olatel 71A8] @1é «gundll i
lda e el @348 9 .(Deng et al, 2016) (Time Dependent Volatility Models) (o3 idud!
:(Vanini, 2010, p. 2) &l Lually 7 35a¥
dS; = rSidt + o(t)S;dW,, So=5>0 (78)
a9 (opaill ahiy adt oy oLl ed Gl T 3 et Bty A58 e z390¥) 1da agdng
a3y oyl Buadud | sldanll b (3 AW el padd Lr3g0il W § Lo (e Jof (Merton, 1973)

:(Deng etal., 2016) tu> O + (Black-Scholes) C.’:}J Gl oS Wl 0 2ed Jlodul @

- | 2
Ot n jt o?(t)dt

:ke Juaz=i (Black-Scholes) dslas 3 Lresd Laugaing
B log (%) +1r(T—1t)+ %ftT o%(1)dt

d; =
\/ftT o2(t)dr

(80)

~ log (%) +r(T —t) —%ftT o?(t)dr

d, =
\/ftT o2(t)dr
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Bydd puSay Lo liag of 9 T Aayd pad Ll diad pass Op lanll o Aasdle Sy (79) Walall e
e (a3l ae Lrasd g Lasyl g Lpaaldn I (0 Lisa]l ldaddl puas (de o3ld cdad | cdadl
bl @y 3y day @] izl o8 Wl s § ls dedes . (Mitra, 2011, p. 165) (nane dudis yau

ool s 4l gl gl Aar> Aaylsg ol Uy
JUl Jso (e 38 e ool s | izl 3503l 00F iz § e il 2yl paslmsell puds
OF o8 ¥ ezl o AU a1 AT a1 Lo el Byl pa3l i) cdaall sy o
Jter ¥ Lo Idag cleasds Lasyss £3955 JI55 ¥ 2 35as¥1 1 3 ilgadl o J) 83l padl pany iy
oa3lls paudl A0S Cdanll 7 18] @b sg4all oia Azxllaly 28l5]l of 2aanll
ka5 o3 9. Bgd] lSnbioad 485 H8T Jitets zrasy (o) JSadLy Aol Llaall o g @uuds o3
5,Sall i A0y Leall Llud¥) Gomte Juted (e 8ylall Jiludl s B el il 7 35as]
.(Derman & Kani, 1994) (L3 o Jaitus JSCas QJ)L LS «(Dupire, 1994) ] z 35391 14 Jo¥!
o3y (59811 JLed! ¥l ya e dotad Auat> ANuS Cdadll 4 Jalad Bl 7390331 a 09
2o doladd) e 2o s ¢ (3l9ud Jaall oLl 485 HiST 58 1xs zely Les «(Lipton & Reghai, 2023)
ik LS el il Ualas (Jaad g 5udall clanddly 48,1 ol Ll

o, = f(s,t) (82)
! 3Ly o5 1y il Hlad ligtue caliiea 5 o3l ae ool clanll (s ud, Iia
Ure Logd pdmty pod 7 35038 O Gy 1429 O (5, 1) 2 s Loy e peasl) gy Jamelll sl sty
QWb Boudl adly Loladdl § nSTLg50 85y il 1e¥l csumn ol yau 29 (prs By T (3 dazl]
S ohladd el dies @ldas uay o (Jad (S "clanll bl dxllasy 7390 aghy
slas ol Ll 3529 o (2 ookl izl Buss N1 8,860 . yaudl oo copalls of @ Buiay 0655
Cigmg e 8,008 13aad AST 7 3kas J) Jagud) (Black-Scholes) 7z 3g.aif ¢po JLan¥l e 2801 WL
Jlasial @35 &l .(S, 1) J aaz> Wls 5 Loy 0 ol izl Jlasial 7178 @5 dudeg ool lia

(Hull, 2022, p. 649) (82) Uslall 3 4lies Les Asiglyll 4,1 (58) aslas 3 O Laall

dS, = (r — q)S,dt + o(S,, £)S,dW,,  S; | t=0 = S, (83)
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The Dupire Model for Local Volatility J=ll <daild pgs E.s,.c.ﬂ 1.2.3.21

9 «(Continuous Time) & yaiull a3l (Dupire, 1994) iyl (e 810 Jo¥ 7350381 1 7)o @
7z 39a3¥l zual 9 (Discontinuons Time) Juaiill o3l § (Derman & Kani, 1994) I3 uay 553k
.(Hull, 2022, p. 649) (The Implied Volatility Function) (IVF) duwesall cdaall 4y Esjmﬁ dya
O 48Mall e (Breeden & Litzenberger, 1978) Lal,»1 Gyl &35 . el cdadl) CS}J 9l
o hdraldl paad) jhboleall suglell Jloasd! 25US daglsgy Ang ed) slpddl ol Hla]
sddl Sl Hlawd Slatde o Aage e 3929 Lol Iobogs I mludl widl 1y . ouludl
L3laral o Say sboleall suslell 25USTI o (o1 .(Risk-Neutral Density) " lolxald suylell 25Tl
o) z3las elard guylall e 255,01 sda . (Kumar, 2024) a9 5081 oyl Goud! slal ha
4l I hLal ey ((Derman & Kani, 1994) 5 (Dupire, 1994) as duse sl Aasll el Liag « el
Zilasyerll sda ae dawda By (Diffusion Process) HLakil Ades dags ¢ lolsell sli> (o148 s
O (S, 1) 2 Lol 4] 30y «ell izl Al Wl e dazall ays gl LAY Jalas dy2d
Ggard! sl it oo bzl o Al s cellaial o (o3lls S ¥l yaud &1s gay
((Gatheral, 2006, p. 8) alas L 29931 o l)lusell Hlased pn Guacke JSCiy 9 28y
g nze! 13 (Rubinstein, 1994) s (Derman & Kani, 1994) «(Dupire, 1994) (55 of 2,4l A& (1
Skl el 1 gykas qel a1 o) Jy Glad SLlanl jehas 4.8 s 539l (el (il
Ulas L,laiS) Jlgdall cladl @le § alerel) adanlll cldasll arez Jawgill (o goid JetasS
ey hanyleal] masd datiie 5,55 e pgat bl lanll 73k (0L (An Effective Theory
4a,S yage ladily cwyas 45l g1 (Vanilla Options) whyls slasd ae 38150 Ley Zoyall cl)lzd!
33l adle aldadll J) Gyladll (9 «Flamiadl iljidy duarill Hlawl ae Lpieall cldazll pas
SlSealion oF e u8T lnyoes Sliles (Dumas et al., 1998) 21 « 3La) JuaSy adazlll oldas)
& Jies el cdanll of By mlagiy . doell cdanll il (alidl ae guds ¥ gusadl clanll zlaw
S0 Jo¥ o aqall 0 a8 (| (gunylall dom o 01 eall 33m0 Lo cAdaelll culilazll s go o811

Slaal (o Buaius (29 Aldiadl jlaudl Shghty Gl 3 (nSHLaL! L)l allaas 13055 (RNDS) b lsall uylell 25USTI 48457
bl (o8 quas el ] dulid (e S @bl Lass 185501 Sy Bpae Slialiial s 39 ot o il
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Dupire Model Assumptions ;93 zsail &l %k
03948 (any llay 4| (Black-Scholes) @yﬂ 131l (LV) el cdazll Dupire Gs%ﬁ ey

:(Bergomi, 2016, pp. 25—48) Awwlud| Sl YN (1o de gazma dxdgail (§ (2,31 B9

i A8,z e o) e A ei ) Aol AS ) 4 aBlasll Jee (£ (S Joua¥l Slawd #
Q@ 0SS ilasyss Lt slawdll sl o S« (Kamp, 2009, p. 3) Jguad| jlael oliSialiys A8y
dl 6055 Le¥ Bur Ayl s o8 A el 2 L) ey Ands Aats)le o l89¥ e
4 59 .(Vanilla Options) Zyaladl of Anuad! Llslall olylad JSCa) 2alie Adil=s juso
A gwg e yun Ao und! LISl &lilis aaud (Black-Scholes) dolal Sy

el il mla i ol Géycf)!l o=s4s :Deterministic Volatility Surface (o> cdaxll mlas +
sl Jguadl 2l dpai> Al g daddl o gy 1da iles 89,209 i O(Sg, )
Al Ul Lidye 13) e JolSIL il mhase A8 yn0 (Say 45l (o Low o a3ll9 St
Lads 7 3g0d) Jazy Lo liag ((Modelling) dx el dlas Jauy (o148 1da olé Sl
(Animoku etal., 2018) =Lzl ;Lawd (Calibration) 8yslall § Jysols Zpluwedl 4oLl (00

Slasi of z3sai¥ (a7, (No Volatility Risk Premium cdazll jlasi sMle 3529 aie +
Oyl adlaty JLal wile uzgy ¥ il Ay wimdy 5. Bgud! (§ Byaun Cound Clasll
I (0 Shlsdl paud (a1 1da by (Sarwar, 2002) aldadl lasi Jes
Ao 3929 ] 6350 Lee (A18ISe Lallly Jbolieall Bugloell laddl ualae oof J) 3,LaY
e 1SA z3saiS (olaYl s (S LS Adaslly doeatl olladl on 5,ale
oo Jam L bbbl aldle Lpwd G Slagaadl 09 Leall ldadl oLl
(Peeters, 2007) Gasatl cdatll mlass (Mseiul Jeud!

sl O z350¥1 (o5tay :Continuous Asset Price Path yeiwdl Jssad o sl +
2o 39lgk oo s mhase 3lanal el Lo (jumps) 1348 (ol oy Bretus Bl Jua!
4l LeS Lan Lalad cusolilyd 7 390381 By5lan 20K (ylausg A9 0¥ olylgeld Gaundl lad
el Ll alasetal Jeany Jlad s bogmty posa 435S cbogmilly yaudll duloe Loy
.(Bragagninilvan & Calixto, 2022) ¢J,K g0 58 xag 8590l 3 9,all Jia Loaall
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Ol sbleall wylell paudl (5181 Gayg Risk-Neutral Pricing jlbleell aylell jadl! +
plagiwls 7 lewdl IMS (o Dhlsdl pnwd (21481 e Lo cdza bl (0 Js Goeddl
Juall 9o ol Lo adgill wiladl Lpzgas 319 (Q Jloliall suyles Adlais! ulida
U] Dupire 733l pukiug uyazxilly (Chan et al, 2019, p. 146) T JLLxll e Jlz!l
dalell ely2¥1 ol 2ma Ul e J Gead) o LalA8 e bl iyl el ! it
(Feunou & Okou, 2018) Fgull cilades a8 wSay lolal!

o lon AlelS Ugruy piets Ggud Ol z 39l U iay Perfect Liquidity akelSdI gl +
G2 Dupire 7z 3903l § AUl Dgpadl (21481 o) . cDlalall oSS 90 patudl bogally
(Dlalall 2S5 s92g puie pe clelandng Lwladl Jouodl g § K1 Y o Lass
.(Bondarenko & Bondarenko, 2019) Jlis cileglass cGoud! e il ¥ « pasus Jolg
ool O gy 9l bl 39,8 dz g5 Yo Sla¥l e Ll 95 iy Jolaall ()T (g 1y
sl Bgud) yay s9all (e 2aS (6T aus o 8 Goaadl 3 S5 Liell (Sasg cullally

z 393l § uaAall (e :Constant Interest Rates and Dividends 7 L¥1g suslall c¥ase ol +
e bl z3gai¥l (oay LS lius 89,009 Aai> Bl Hlawd 0955 o Dupire
of Lol as¥! 24l o g g Ll Bl M L1 Wilyey Jlalall oy 2Ll sslall
ol Lo A8Y 1da wad bl pee IO i ¥ Lkl e 20U el ladiad! e aslall
(Savine, 2001) &Lzl 4uadl cladadl cms) Lea¥l 4L

2350391 (554, :No Smile or Skew Dynamics cal,=i¥1 o Lol lSialins 3929 pie
Lo laal! a9 A5 (Skew) 81,=3¥1 of (Implied Volatility Smile) gasad) il sl ]
Ggeedl Lalues! Jgo loglall pran 0 (sl .onmn iy 3 ool calat)] b e Al salgy JalSIL
I oo 4l z39a¥) (o lasg oel) clatll mhae Jals JalSTL Aalie Ldlymil of Al
o 18 Al gl Byl iyl Slael ps e lilid Al i) Aol o) 42,801 5 lall
{(Gruber etal., 2011) Al lanhl of Aeluadsd Jlie i 5, o

Lo Iiag B I oy (oo IS Byl 058 0o 7 390381 s s ;No Arbitrage &zl 3529 pie
@ ) IS Ladline (el cdaddl mase 0685 2o 161 S (40 elgs 4y IS (10 il
(Fouque etal,, 2004) izl yau § Guzms Gusadl il mlase 09848 tadzmtll ol cdpaiall yau
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Dupire’s Equation s z 3531 dslae
3529 pde 9 Jbleall Buylall Al Asglll A ! gy iy AdyLadl lslial b 8
Aads gt 1 ald) ol moewd Lo (Dupire, 1994) Gidl uad ¢ao¥l olyld) jlasd § dxx
A3l lalanll Wslall s M5 oo ldag Ao yedl el adl s lawl (o 2dall sl
z iy g ;393 L LS s Laall sda piady . Ggwudl slawd e (Black-Scholes) J PDE
Ol S Ul ¥l yaiwg T sozma elml il Ladasdle (Ko I Boaedl il oo dulell calidast)
Sleglas 495 K 2alizll dadl L {C(Sp, K, T)} dwguasnll ne ol jlaw dcgexs
Blel) 8L Als Jiwsy ST Ll ¥l yaud P(ST) 8yblecll suulzll 28LST &y (e
oS Bybolall wlell oliall coms T oesll § Juo¥l jaad el a3es P(S7) 5kl
ot A8Mall Jaai o K i) paad el 5Ll e Aalid) danad) (e A1l sl 7 |2t
Uslall P(ST) sybleall suplzll 26uSI @ls 5 C(Sp, K, T) posmsll ae elpadl jls yaw
:(Henry-Labordere, 2008, p. 135) 2!l
0%C(Sy, K, T) |
oK 2 K=5e

(84)

p(Sr) =
L JUIVES
)L@Jﬁé}.ﬂ\ .JSL’_H}AC(SO,K, T) ﬁ)@.’kl\ﬂ.é;b&ﬁ\ )L?N:ﬁyaél\ﬂi)w\w -
Syb el Llell ol s
C(So K, T) = E[(S — K)*]

(S7 — K)* = max(S; — K, 0)
bogloell 280 s Jasd K dpasal) paad 2l Hlad) jaad 2ol danall asll daidl -
aie padl (Sa C(So, K, T) 5Ll pase o 1iag (84) o3, Aslall 3 mige 52 LS §,boleall
b lald uylel | A8LSH As 3gb LalSaS

C(So,K, T) == j (ST - K) p(ST)dST (85)
K
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Dupire &slas Glacil @3 9 @3}3;}!\ eyl Sl yaw e panld Al ASa Dupire slel el Lay

:(Alos etal., 2025, p. 35) Fokker-Planck dJslas (yo

ac 1 92C aC
9t _ 2 2 20°¢ L 0C (86)
a7 ~ 20 K DK o5 — Ko

{(Zhouetal., 2013, p. 4) b LS (Jani &> (30) @3y Wolall § Lol Claall Aalas (ye peasddl @39

aC(K,T)
or

dC(K,T)
+ rK—aK

1.,02C(K,T)
2 K2

) (> 3 g 4558 ¢y AST oel) cdanll ol Aasylo Jiay Dupire z 39l o) S9! (Say ose Laa

o(K,T) =

Limitations of Dupire Model yug5 Cs}d Sgd 3
3940l o aall (e Glay a9 z3gsl OF ¥) ccdadll leludyl uas § oxdls (o mi )l e
Byl wgaey Apabpll Slhamdl (o 2981 sda auliy Jeall didpdas e 555 I A, ]!
(Itkin, 2020) cldazll yuas 3 48 aue J) 6355 O (Sar @19 ez gl § dlialill clis|18Yg
pdall Sy ¥ 08 s g9« Glodie Sy solaty Wy il el dadl) mlas Al dagdall -
RVEIEES | JE{PORYI VO EINT |
6952 Lon « JLo¥ bl 3 8 paall il psald Lol 7 35018l 0585 00F SCag B palall latul aue -
el el szl e § 51yl pue )
sia Lais Ulee 080 p (29 cddoo Adma Slipla jues el bl Aslas gais of (S -
(Animoku etal., 2018) &lslall aliag baud dmpminll pe Zadall o AUSEL
Ol 5Sas (@19 «(PDEs) suaall a3l Al ladll c¥slall o 593 7 394 Bplae cllats Lo Gl -
(Carr &ltkin, 2021) Mgk a8y 3y arusy llus 42150 (1555
Loo ciioall aldanll &lyuas sgda of oSe clarudl paadll Jio (Soadl @ cgue 3929 0 -
(Chance etal,, 2017) &sgoelll izl daludyl § 88 483 pue J) 835
ailasMe @iy | Iasgill gl apuds IS 7 39031 cpasazy ¥ ialus | dmy (ulds 3929 aute -
el g Gl



145 a5l ALY

Stochastic Volatility Models (§sliai!) i g-dadl it # 3Les 3.3.2.1

S Aglgdall Bloe (al a7 Led i G giladdl ells (p Aglgdall cllad) 73k
dapdall @al GHoms ol Glsde paieS it dxdai o) cus (Gatheral, 2006) ilgdic
gl Bgw slu) Jio ElusT § 7o gn xi Lo 1ing (AU 3lgudll adgild Alall s g A4S ealip]
ey 51 ¥ eyl yaadd Basis Kl (Black-Scholes) Z 3l pudy Leiyy 1987 438T § 2
e Agall oldall L caliss @) syallall 29 (Volatility Smile) cdazl) doludy) pwds 3
S8l ei¥ly loluds¥l @Blas gol uas Aalisel) Glamiud] fylsiy Ldal) Hlawddl ol o)l
z 393l 5yud § LS ) 5l e @2 Ll (Implied Volatility Surface) gasal! clad) o
¢ guadl I olely ccdanll clél il (po dga allas s § 2ulio jlawd 1845 e (Black-Scholes)
lia i (§(SV) Giledandl a7 3las el Liag .z 39031 Lple p gy (&1 Aeanll culis 48N e
oSeor datll O (g gl glio aa Bl 313 Sy cdanll olSobias Layy IS (o s9uadll
Jssedl lSealinng aasH oyl slad oo 3393 Loo s Buols: Al die Aulony Legdoe 0585 0
Sl gl cdadll daludyl @ @1 ol clanll 23l (uSe e adladl § Al
Lo Jie) dolly ool jaud Lpat> Aagdsy cildadl Jamiy dpai> culas zhowl plasial,
33153 Loy «3lodll 3 (pa3l pe mall (il aue Gilgdiad) ol 7 3las uSad < ((Dupire, 1994)
S Aaasald” LpsST 7 3laadl sl anid Lo Wle 4] Co s yomitll slandll oy pe 18T IS0
Aol &Syl g las| (o Lads LesS AW cla byl dslas ) Buudud a8lsll 3 LeST " @olias
izl ldas oy gl (Clark, 1973) 2481 LS cJglasll gy 3yad "dlydee Bk delu]
T8 Gilgdiadl Clanhl 75k O duleg 0,85 of Jgladdl ez i ¢ poleall AlE Jglos cllbLady
IS oS il Blabena Blas Bllo) Uail 5095 s e sl Zalualyl o Gyl lag i
z 3l a1 Al 7 3Laidl nuad 9. (Gatheral, 2006, p. 1) cdawdl ciliSalins B g 22801 A
«(Wiggins, 1987) «(Scott, 1987) «(Hull & White, 1987) z3sail Jin gl lda cdolis &1
(Melino & «(Bailey & Stulz, 1989) ((Chesney & Scott, 1989) «(Johnson & Shanno, 1987)
.(Bakshi et al., 1997) 4 (Bates, 1996) .(Heston, 1993) .(Stein & Stein, 1991) .Turnbull, 1991)
Glall Jd) > iy Algdad) wldanll Jas § a1 7 3903¥1 (Heston, 1993) 7 3gail siasg
(s bl oty (gauall JalSll Cullazy 611
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Hall & White Model =l g — Jla 7z 39051 1.3.3.2.1

7o s (e (SeSII (Black-Scholes) 73503 Lage 131zl (Hull & White, 1987) »03
gl el o (o ay i) el 7z 350 Al sguall sl il Les o sl Ga3dl clasl]
¥l a0 U8 il S Glgdeadl cdanld ¢ 39031 disS oy pwsl 28 ) 7 3905¥1 o llal (uiiy
SLdas ol caa Lea LATY 2z o3l &ylall oda (Sl o3l e §yatus HLALT Silides 4dasy
dmlidl Sleasally Spaall Goudl Bgylal 2l ol Ho5er s LSy (Al cund Goud)
dadgrll !l 4l e Ll yaw (Hall & White) Cs}d ) .(Brignone & Gonzato, 2024)
el el Bl 858 M5 Jawgill) it a3gs Jassgin dsT imy o (Black-Scholes) 73531 yad
A5 Adolas Aslae Jo o3l b g clasgil) cdaall Adlaist aies lus sda JalSal dulas
{(Rouah & Vainberg, 2012, p. 136) aujeall i lie Aeloes J> 3929 potad Blas Ayauall Glall pe
oo oy ST (ALl 22 Ll L] Loo ccditlly L1 e (o IoLiag¥ ol 35081 oo o
8yad sl DLyl BILe yelas lilanlly Jguall lge o J) dS B yoeitl) As¥1 0 2 350l 2l
BSLel) zeie (Hall & White) atog caiall lda (e cdiilly (Leverage Effect) W) 4adlJl il
AST A5 480y e Lo ccdadlly Ll saie (o Srinall e LU ¥l Jodd Loge ol
Ll Jsloll Gt o) o plaell ddadl] 53L5 3 Jiews 2K Silasgall sia 5 3 ae
(o LS 7 390l Wslae Jaady bl e yyuan 22180 Aad)y 38 Lxe lbae cdlazy
dr(t) = [0(t) —a.r(t)]dt + adW (t) (87)
((Suyashrathi, 2024) &>
Slade gf b sdmd (e i oY nd Bl ja § (Jasll) Loledd! jadl Jis :dr(t) -
ol lda pustad b yamll @ Laline 4w 848 I T 3uslall jau § Jdiall padll
ke Bsd 8,5501 Jalgall Blelio pn cBsll 5950 po Buslall yaud (Seoliatll Soludl Camsl
(SDE) &l geall aulslatll Aalall (o ya¥1 bl AT (F) pzad . polas¥l of ¢ Lasdlelgw
Jo¥1 1opea¥l ) (e Gy (30t faame Golun S Bl ya Hlus zded (I
Slubeadl o) yaadl e 8,550 e idl $5all wSay (Deterministic Trend) ga> sles!
Azl Slaasall o cnaddl ause Jied (Stochastic Volatility) ilgde cdas Lty «(2yaaidl

‘49l A4S, of (Wiener Process) i ddae pe Uusls, dic yiad Lo Gllesg
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Byalaad puseiad dus AW 23kl 3" Saalins baps (ade” liey O (F) Jalall 42a3:0(t) -

Slalidl e slaxe¥l oo Yoty (3lewdl] 2eadlsll SlLl ae dioclgn gung @byl 7 35aY]
O () Jasad oz U LSl (o181 LASH Y Blall Hlaed olylane Jeloes tind 5y2m0 2o las
e daall Baadl 3 LB 0l pe Gollams (Slaiad ! jlasd Jio) g 7 3gasl il o olasa
moeat () sz iy Wgad! of @inatll Jie oM ub 7350l pseial 13) (JUL Jotw
Aaaodl Hlaudly cladenll (xy 5gzeall

Gl e Llawgie Jl sslall jlawl Boge ey oo (wady oIl Juae Lowgio Jicd 1@ -
Goiun | BuSLall Hlasel Bage Aepu oo ciiaT Cus z3gai¥l § Aeuds) e sda gl
gt oye Byl of mumial qiwd ST A OE 13) Lre Bymis o day J2¥1 bisb Lasigia
oo Sl e dasgill g Bady duseas oy BSLAl) yaue o (Gay Law ¢ ST A py BLal) jase
2L ol ga sl o gy lda ST e o basstlll 1) sgatin yaol Buslall Hlawd s ¢ s
oo Sl day ey lall T sogall goni Bagall ) Jues s gl 5950 po B8l slaed 3 Lamsl
f Sl S Landzine of Leslas,)

ool AB! s (e liSay ) Juall ) E sl § pmall il e 5uslall 2w J) a7 (T) -
Sasiagzg e (al81 Lo o a3l oo Baazell Alaselll el § sl 2 Ll oo JUI (1,3 of
Jolgall oy gl sope ity iz T'(E) day « zdgerll @ oloadl e calsdll e
3aidlly dasmg ) (e USe) 73500 e () Belaall 2aST1 (29 ¢ Boaadl (S589 2p3LinzdY|
(@ Loosll 3las¥! Joae Jie) Aeizdl ypoliall o S alisiwl (1) sl muasad o34
(dW (t) Wiener &das Aoy, Lboladll on) ddlgdall cildadlly

Baslall yau dy ity OF Sy gl Jaall Hlide yuisy 10 -

Llae alusiol die patll pig  puadll gl e 5uslall jaud Algdie dadie Jics : dW (E) -
4lgdall bzl dxded AW (E) alusiwl @ .(Motion Brownian) s &4,ally <Wiener
iy ladee 0380 i) Buslall Hlasd Jie AW el e 1355 31y L gl Sy ¥ (&)
Baly S AW Glewdtl 3 Alolill Alsdaall medy z3saiSl) masy oadll pue (po Az
tBall 5ok Jiey gl (At 50 basgios adall ariorll oo lgdie cumue dms 2 AW (T)
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(Heston Model) {giua 7 39051 2.3.3.2.1

Agolatl d1dy9 § 4235031 1993 sle Steven L. Heston (giuua (v ($omedl oal,Jl o048
Slaed! el de aliphs ae Slgdall cdadl @ld ol 4ale Gy 93 J>" Lgiall
el 7 3les dAgldl g )L 1534031 (Heston) G.S}J Axig.(Heston, 1993, p. 327) "=Mleally
e Ll 45,089 «Jgua¥l slasel oliSaalivs bladl e 4508wy AW Slusl, Il § Slsdall
{(Black-Scholes) 7 3531 (e 8 yeiaed ) cldatll 7 3las cpe 385 AST Sy AU 2l go¥) (a3 quasas
e Aas Beudl Sl (30 ke Jguasl @t las dabudl gl (e 5ol8 il z3903¥1 lia jliasg
B9 Ayl bl bolaadl 4 s (19 e daewgil| a sl szl dulae audy el o 7 39a¥)
(CIR) AkeaS LS Bale| Sy &J1g «Ornstein-Uhlenbeck dules ady dazll oof (o481 LS 2N
Aalies 3l Sl @ sdiaiy puly Blai e 7350381 Guidas @39 . aleild Cox-Ingersoll-Ross
N> (Heston) z3gail sy (Halie Ly > L5y ¥ gl (Hall & White) z3sal (1Ko ey
Aty 1) LI g Jies AW lagdazld AST Los dlazy b colyled] paadd Aalis dapay
& 53510 pl Bine (R ity Ll au oy LLaI Glagial (e 45,08 § (Heston) z3g.0¥
i 4 Lo HLAG) ddos 2y ¥ pae o o> & (Black-Scholes) G.Sj.d e auddl 7 3Las!
Vot el 59 ey ity ol odanld e« (Heston) G.Sj.&li oké «(Black-Scholes) C.Sj.d 3 83924l
LSalis bladl e ueludy (Black-Scholes) 7350 Logond 259, s 4853 15 01685 03F (0
ITM 1,1 5l odlo s Ll Jlaiis | sy IS oo Hlisedl ya ol @y 1 0udas ASYI Goudl
e watad sl 4a5 IS e dele Jguazell iy i cBrilin sl (Sia ¥ Jlazal 1 o w9
Jb 3 @blodl aaudd Bgyes 285 8T Aanke 136 Lea cJuall jau eiylegll el allall Se
:(Clevenhaus et al., 2024, p. 1095) [ LeS z 3505¥1 ci¥slas sumiiy . Jilgdeall dazll

det == /J.S'tdt + \/U_tStths

{ dve = k(0 — vp)dt + o /v dWY (88)

\pdt = dWSdWY,  S(0)=S,>0, v(0)=yv,>0
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>

0w Jish cplald s1us ¥ b sgie Joae Jieg K e ol & Jeadl o Jieg

(¥l e dad) gl bl sgio Jtes Go el yau § gadull DY nda S, o

ol @ duodl sad Lol Syl Jies WS @ tduodl pdgall ilall Juae Jiey
tt cpall § ¥l e alet) Bis bl Ayl S5 dWWZ @ ot a3l @ el pae 3 dinll ey
(AW 5 AWP) gulos o Ll dalas Jiss p o tJUr sl s Jies

oyl LY 8 oE)Lad Ll azs (Black-Scholes) (az L) 7 350380 (Heston) z 3 gl 45,lae wis
dystdl 8L ()1 ¥ ol yad) 38> Casas 31 (Black-Scholes) 7z 39.05% 131 &slaall alafl
Shyld) paud § Gl Mole aad 1 (Volatility) dall ol dysl sl 3 (=S5 (Heston) E.S}.Q..’T 3
Jutadly o3l an ity Jlodie pdie g Js «(Black-Scholes) 7 30T (3 LeS A0l Zayd (e (AW
Lol ) 48, ol Aslae § Lo W7 Ut 200 2l sdie Bulae Ggiunn J5of (sl 5,540 s
"bgill sl ols Sleln ae cduss dadll il (Cox-Ingersoll-Ross (CIR) 4lec)
.(Campolieti & Makarov, 2015, p. 662) 3lgu¥l &gl 8IS Lxs Q3 Ladly dlax! (Mean-Reversion)
Layguts Lebd Leluail aie alall siag oz 3903l @ @a¥l ¢ 3l s Wslall sda o oy Lia (ya
(Helgadttir & Lonescu, 2016, p. 20) cnad cyo (3555
Heston ) Gsiuda 735l § (Mean Reversion) Lo gall olus ¥l dmls Jied :Jg¥l ¢ jll 3
Long-Term ) aa¥l g dlawgin ) Silsdadl cdanll L 5gmy (&) a2l Jia3 29 (Model
LSiolins e 7390l Adslanl) abslall 3 K dalakly 2l) 2olsdl sda aad (Mean
Lo 0 dlasgrll drayd I Cdaddl slus,) deyu oly K dayd conas,) Lla . danll )l szl
Jolass ldpddll 33> passes (Jolall @ adsnll dlasge ) )81 058 of JI izl g5
& Lssluol 2JY1 5a ua (Coxetal, 1985) Lundseia K (4S5 botie Jowgall J) 53gall 5o
S K 2ad 5355 o oz 3gai¥ll ) s Lelidasy AU Jgua¥l sland eyl 420
i) Almial g s e Ll Slazally Shlall e bl e il
s K Alall 5] Jsll ey duley Gaadl Slaiys oS5 Jllg c03lpall e 48l
el gl Jawgil) (gorud) g Sl cpliadl ot coplandl of oG Ac s sta
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Uy bl b 358 gl daal] Glyaall 5350 04/ Ue AW 5l Ji L1 6 5l1 3
Magnitude of ) 4slg-dall Slesall @z suzs (Jlg cdadll Clas dalas (e O pad Cu>
dey cdla e ol elay agay U Loy (cubd! e 8,35L0 (the Stochastic Shock
el I caddl aus g lasyl (uSay L cobodsall il oty Up pasy) LSS clial)
Aaiye 095 Ol (Sasg e b a3393 15 Bty die ol AW b Bulas 13431eS 2 dasll
oolazl o aladl bl Jie) &I 2adl 1 il by Ja¥1 jaud Asly 3,> ae
B398l pt oils s AWE 53 [Up 50 delis sy o § (clinll pLisyly Lol
lasgall 4S5 Up aasyl 131y (Glas AST bl meay O 515 13] Cumy dasgill ) sl
Ao sy O Bjlas se Gzga Up slay 2KO > 02 (The Feller condition) ,ud Loy & (asiasg
cul> ol 529 (Gikhman, 2011, pp. 1-3) B U=¥1 Lish cpuladly K Lawsall J) 83521
orasas Wolall o oL8 il (e loyd (bl ol 13] Lal 58 Ll! 8 Adlas (515 o e
{(Nguyen & Solvang, 2013, p. 31) 6 we¥fl Lsgbs Lasesill JI caleill 51yl of gy
G W (Wiener Process) g &das Lasyy e P Ll Jalas 735030 2y I ladl (10
"2 2aal 31 el S Leo ca8lell 3 Wl 0058 La Boleg W7 bl Alany a1 ya s
moa S izl g las) (Aalad) wlsall) Joua¥l Hlawl (olasil Led olay 31 5,alls 29
il Jl «blLa¥l lia zds (Moodley, 2005, p. 2) wlslazs¥ M5 cndy pae AST 6 gpilll
o ¥ (& Bywdl lSsl Llazll (Heston Model) ¢giuda 7 350s¥ calazll 4lsdall Aaglall
245 1) ol Jodl 13 ilgall calaniei ccdanll pazes Jio clapuas (Black-Scholes) 7 3gasf
hld) Blowd @ bt sa9 gl cdanll Calimily (A8l Hlandl oymt el adlaas] )
Bladdl b andl ahlsd el 0586 b Blley cduaid] jau cons guuadl cladll calisy S
Arad] 4859 2390 ASTEIT Heston z3gail 485y c3g4all oia Axdlan M5 (o e ydd) lylizey &5la
bty Les clfle (2L dsaal Gl (e Gl 4l oo w20l e cBgadl liSinbias ey ol L|
Jogaill 3 Lols Aagd 15 dlazey ) ¥ (oall Gedaill diyed Jogoms culids of Loaae Bl
cali o Jouadl lid (o lapey «quzdl Cyuall Blawly (el § lanidl dadaid Eyuxl
Lwl> g szl ol &aaliys
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Heston'’s Partial Differential Equation Osiuua 7 35038 &l 2lslazl] Aslall X

Lol B8y ddeg Hlstl Aaid (29 cBslly culidlly pqad| yaud @ls 2 V (St U, t) o poias
Bolus t cBoll § 5Ll yau y5kas 090 O0F cumy «puSmtdl pute Loy i 2udal ((Ito's Lemma) Lo g
Lapa] AW Attt Alis ozt Aolally (gl Osiuda 7 393l 01 JiSay . blell (e il Jual

{(Oosterlee & Grzelak, 2019, p. 236) L LS L,Ia;:? AV ded co> Ls!

ov v " )av+1 Szazv+1 , azv+ O e
ot P as T TV, TP sz T29 Va2 TP 59, T

p3liuy (Heston Model) Osiuia 735038 PDE 252! dulslantl Aslaall gonall Jaxdl o8 dyles

s duleg (Complex Integral) oS, JolSl dasb ausiudw Loy S dusly olaydas
((C. Zhang et al. 2025, p. 5) _yg¥l ¢ ,adl 5zt C(Se, Vg £) saad! ol Al Bl
c(S,v,t) = e TE[(S(T) — K)*] = e*P,(x,v,T) — e "°KP,(x,v,T)
= SP, —Ke TP, (90)

T=T—t, x=1InS

J]=1,2 J5¥ (The Inverse Fourier Transformation) oSl Ay Jsgoes (Dliay Py (P; )

P—1+1JOOR
J2 ), €

el Z”Kfj(x, K,v,7,¢)
i¢p

]dd) jEf1,2} O

fi(6Kv,7,¢) = e C(T.$)+D (1, p)v+idpx ©2)

b —pogi + d[1—e®"
Dj(T, ¢) = 52 [1 _gedT
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:(Mrazek & Pospi3il, 2017, p. 681) (e¥) ¢l 5Ls dapo Jasi duleg

cr,¢) = roic + 2L b S il |
(t,9) =roit g (b; — poi )T n =g

b1 = kA _pU,bz =K +/1,u1 = 05, U= _05&5}

L";YS ;_9)3&3‘ @.9.”3 c—‘)./-"&.” BIvES) ZL_A.:\LQ\.” Laall Q}SJ JL’ZJL@
Call Price ¢ ad) 5ls- @

_ 1 1 e—i¢1an1(¢) o 1 1 1 e—i¢>1an2(¢)
C_S<E+E,I;) Re<T>d¢>—Ke (E-l‘;JO Re(T)d(f)) (95)

Put Price acdl Ls @
IR £ U Y N i (D) 1 1= [eT¥InKf(¢)
P = Ke <E—EL Re<T>d¢>—S<E—EL Re(T)dqb) (96)

(Boundary Conditions) &390l bg,adl HLac¥l cnmy do1 @bl cpe ) G 431 1 85N jomes

:(Maslova, 2008, p. 5) (Heston Model) ¢jgiuda 7 35ail 339 (e (959¥! s Lhddl 5l pnud e

sae O Byall golun Ll jaw OF (galy
ST el yaadl of daitdl yaeg Juad!
sisall lglue Jua¥! 2 0195 Lotie 40l (gua
Ll iio golud s [l sls 2aud 018
sisall lolue Jua¥! 2u 0195 Lotie 4l (gua
Ll Taio @olud s [adl s 2aud 018

C(S,v,t) = Max[0,S — K] e

C(S,v,t) =00

v
g(oom,t) =1e

Sl Aad ol cdadl sl LS 4l qals
ol aad Bglucs gat ol ad!
o8 Srauall danll wie PDE Guelis (e
oelaz¥ly etz Jguadl gad Wijlge IS
gl § doeilly cudanll facegall

C(S,0,t) =S ®

au au
TSE(S,O,t) + KGE(S,O,LL) — e
rU(S,0,t) + U (S,0,t) =0
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Heston Model's Parameters (sgiuda 7 390l ilolas X
(Sl b)) Vg kel san il dise pusiad sy Slelas ues z350i¥l (rasaty
holl o o L) P 5 (bl 2as) O (el disho cnladl!) O ¢ (Jasagall J) slas¥l 2 i) K
Lo anigty cdanll calSiolins (e Laydls M5 oo sLell ja lelall sda JSAS5 (crbialls
{(Maslova, 2008, pp. 6—10) Juaatlly Lol| (o maiiwy 2dall slal wie gululdll Jia¥l yaud
.(Boukai, 2023) .(Bauer, 2012)
Soiun 51 quladl LM el Gila¥ cdazl ey :Initial Variance Vg Jo¥! bl ||
Josa¥l el sy e 8,80 5350 sa9 . (Thakar, 2024) & = 0 o3l e Gilazdl ol
s deiay Angygd) bl Audlly cdatld dpulus AST LeT Cuun g J2¥1 sual
sl e ety adgill ldag «Gloleeld yleell (bl s wilall p guasell adoall e HLis]!
53L5 ey (ITM il ) J2¥1 Bumd Sl lasd ol Vg aasyl LlS s daal|
el Ug o 1318:0 ¥l gk Lasogilly K basogiall Bagall deyun ae Vg Jelass . cndall pue
Sldanl) Ll Vg dad cgdeall 2o bl (50 .0 J) il B3g Ao pus sobo sy K 018 6 010
Yoz=3 Vg Jo¥! cnbid! § Joaasdl Esamly (%50) 0.25 5(%10) 0.0 o ke 7slisg diLall
lanll s pdy wiad Gonill JS2 § il (o Yoty it el gemio plasl $ 1y
seaall gypma pzed culadl § 83440 sda . dpaiil) slawd aeez e Hblall 31335 Vg guladl
S Al wslgay ¢y 9 AL g Loy AL Lol 45510 el Adle calpdle (2,8 e
paiddl e 58S 7 L)l Badmtd @rladss
Vo Js¥! cnlad! @ sl s ungn 1(42) oy JSCad

a1° - -
s89 = - - - — w=50
——— = - - .
35°% e —
- ——
- o~ T _ w=40%
— =1
———
29 \k e ——
- \ - v=30%
269 -
\,=2090
23 r . N

0.65 0.75 0.85 0.95S 1.05 1.15 1.25 1.35

(Gauthier & Rivaille, 2009, p. 9) : yjuuall
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A 0 Ul U ol 539e Ao yus (go Lusiy :Mean- Reversion K Lawsill slusdl .o
G2 (K =0.5) Jie Laaseidl 0@l Loy cbosuall day payu Hlydawl dI (K =5) Jie 2aas,Ll
e danll gomia Kb e K 5350 (095,01 s Jte) Jslol ol sl aas, ) cdanll )l el
0 dadll pe Jelity . J2¥ 8yuad cllsl Blassl AST doie 3lies Ladsill @ualls :JLYI
aad L Loy @l ooy zigeldl Hlatel e bolasll K 85L5 cam O ol 13) dus
1l Jiod] At Siliapylgs poseind b Glley (0 9 6 ae dls s s Gos K 3ylas
Blowdl 3 Sllatl pams Azps wSiay pdge 4l e Tawgill SIusYl agiin pwds (Sasg
e Sally gyt aliad el ) Jeas 2dladl culdanll s o J) wdd s AW
(gl izl Aoludyl omia bzl Azps dpums § Lo 9o Tasestll Slasdl Aalas (5035
ot el oldadl @ wligyall o Gy Lee c@oludd) glawd o) cAalall sda sl LS
Sl dedan (aazi leaie (wSall e Bgsy J81 muat dalisll Gdaudl el
Sbstun oy MY 8oL5 uSay Lew (Liogas AST clanll doludy) Gomin sy «Jasgal
¢ L) (5L 1l gty Lo gt ) Szl Aalae (o lasesl o) ,SAIL i) (a9 - asadl it
oy Jauositll Slus Il 8ol ae 4l Gay g . Gl Cdanll Gmie slimil oo (o culia!
oo IS )bl (sotune Julas ) oyons o8 Les cAalinll dydpanall Hlaudll geiall clal)
Gl sdlall jaasis by (Option Buyer) Ll g idws (Option Writer) Ll ;yms

Dbl dde a Jolas 5Ll e Loy

K Lowgill ol dalas 3 psill il misss :(43) oy JSEI

399%
38% - K=0.5
37% - ~ — K=1 .
——— -

36% - ™~ — —

—~ K=2
35 e T e —=

- - . _—— K=3
34% et N ===c
339%

0.65 0.75 0.85 0.95 1.05 1.1%5 1.25 1.3

(Gauthier & Rivaille, 2009, p. 9) : juuall



155 a5l ALY

ey il Uy bl baaesill ssiudl Jiay :Long-Term Variance 6 J2¥1 (ishs bl .o
il 3y udl iladgs O LuSass.(Gruszka & Szwabiniski, 2023) sl gull e ezl 44)
Babyy J delasyl g0 o J2¥) Alshs sl jlawd § eSmn 41 LS skl gull e
K oS o b Jo¥ Bpuad alhladl @ s 048l 0sSs Lo hld) sdd guuall clasll
dssbo cnbadl o S« ¥l 2dly & (Comte et al, 2012) Zludl @ creue Vg ¥ 10 iy
g Lasyl 6350 S ¢ gauadl el sl e Sles JSCaw 31350 Vg Jo¥1 calialls 6 =Y
(bl o1 LS 5T ey ol AUSCE i (95 Bl ¥ gmie Sstune B35 ] Lags 6
ooy Jouadl Hlad § cdadll Gytus L) (S Lea ¥l I ol izl g i)
2o La Bybolsell Sgtun 8oLy (gay cdadll § plasydl Idag Al yaw Gotun e ol
el @ .28l bl pasgadd cafddl e el 3dle (ay8 ) whlsdl ssde g5ymme

55 Adlats| 8ol s @adgie dais ie ST Wlee Gedmd Shladl g Ade adsi

0 515 LS5 LEgs byl Uy Up 98 o1 LS . (Mikhailov & Négel, 2003) 8Ll Hlaud!
(2K0 > 0%) 16 byt 3uamt) S 0 058 O camg Taaagill goms calitl] o 53 5035
Bl 058G O 3o caleall piay 51 Liag

0 ¥l L bl § il wils s 1(44) o8, JSE!

49°
46% e
- -l g
43% - - . 6=25%
———
—— —i
40% —_—
—— — N
37% ~7E——T§=lél
———

(Gauthier & Rivaille, 2009, p. 9) : juuall
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Llaat Glall Lol gag Mdazll Cdas” of :Volatility of Variance 0 ¢puladl Cdas &
o p3393 3 WSLaws AST Y53 iy oo ecdatll Al doe Bobisy Ll ya e 53549 ¢ e
L 2basYl clayisddl ead 3 (Kurtosis) ehalatll (ggiuey cdaall lda gy Coo «(Jia¥]
i Apatnle gl wilgall O (g Lew Brdim dinds (bl mumy Bae cnladl s 0sSG
Lo Lol .aSass Jg2d 09y 3usliie oy IS4 15 (Gaussian Distribution) Gagds Gajss
Jpsilly S ST means o) 25 (o 61 sl 5305 ) 53 13 0+ ebetl s sl
ASTadlaas ] 1Say Les «(Fat Tails) "ol of o5l muas (aladly les¥l) cralzs¥I IS 4
el Jonas i 28 sl il s o aag Liag (5l U1 o jsluckll) 2 lasll euall
Loz ¥l A3LSI Alls 35 o ilall s asig (5Sass - canedall asoall 3 aBste sa Los
Cm el daud pad ae ayedll IS4 st oS o las &1 ((Probability Density Function)
Lo aSeaudl Jsuddl 93 2039308 13uiad AST ailias (63 20399 I el aisall (oo Sty

Gl 35S cldarll Al Ll 3ol puSas

AdlersY 2B Ay § calatll e O @ il 550 gy :(45) oy JSE!

2.5

1.5

0.5

9 92 7947 98 98 10 102 104 106 108 11

(Mondal etal,, 2017, p. 361) : yuuall



157 a5l ALY

Implied) gusall cdaslly clayyall 3 (Kurtosis) alaladdl § aasdl (o (&> A o
& b LS (Volatility Smile) gasatl el daludyl e 13 s de 58S AN as «(Volatility
Bdlern) 3315 s Loo cotslgadl asies § il pisyy O paliall s sy Loind (46) Sl
oSay sl cgeall Cadll e Byl L35 1dg cBsad! 3 Aayhaill Lyaud) i, mil
rat kel 2ol ¥l bl laul oo Bualirudl Llarall Sldal) Gyull cladss
Sla) iy LI Bloadll 3 rouingn s Lo g9 danll Lasd coni| LS (3Limsl) gy AST
o s bes Ll § xSTELLS G Ll el 0¥ ((Hull, 2022, p. 456) 1987 ;! i
yaadl lalisi¥) s L 815K acdl il e cdlall slagy el s blsll
Lo bl a85m Goudl 0¥ 3 Lpalls pgy JUdlis Laylael ¢ Lasl ] 6552 Los 8uS0)
olassl die Clanll slag S ity Jus¥l yai o a3t ol Loyl 3529 o 2uals o ST
gy Ogellay Leaily oF (g Low ¢Lad lls 3T eyl il 0095 a8 (ilall 39 ¢ aeed)
5oL ae Aolu¥) IS8 @ sy 590 Il dladl 3 planll e (65539 dpainll yaue puasd J31
5 9T Sas Byl s las¥l (e Cgsell Cun el el Syl it s il
Lards Wlgall a305 0984 e bl Clas g6 bie (il o Alae e ol
bl cdas g lasyl e (g «(Black-Scholes) G.Sj.d G LS dxbhus peall 2aluddly
poy 313339 (5 guing AST Auiaall Aalud¥) miaty ASaws Joud ao Lalalas AST arjeill momy

(Bury, 2024) Lgall e Jladl Cllall oty el lLis

p=0 p=-05
0.205 0.23
——o0=0.1 —o=01
- =-0=02 == ~0=02
- 0=03 0.22 = 0=03
0.4 ™ o=04

il
)
7
17
71
’
’
\
\

=]
N

Implied Volatility
I
|
|
I
|
|
1
\ \
\
Implied Volatility
o
N

©
©

0.195

o
©
/

0.19 0.17
0.8 0.85 0.9 0.95 1 1.05 1.1 1.15 1.2 0.8 0.85 0.9 0.95 1 1.05 1.1 1.15 1.2
Strike Strike

(Eigner, 2010, p. 8) : yuuall
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ol ldase Sl pa cildas o Llad Il dalall sda pid :Correlation P Lol z
Jls Gl Byl A1 P =1 it 1 1] Blasdl 3 el P LLSY Jslas 35 of S
4l (e P puds (Sen Dol 3929 pae Jl b P=0 5 Jlie @l Lyl JI P =-1 o
Jai e 35 Lo AU sl 1 0l Lagaly 4l (Jldls . Juadl sy wilgall o Lol
sile alasil pe slsjn Cdazll ol oD <0 2ol 13] duleg .ilall asjes ol g < Juull
@l Les augrld ¥l il (e Laaally ¥l Lol 545 ) i g35um9 (Juadl yau
53L5 o 3lajtue dadll L8 (P > 0 ol 13] ctlls (o wSall ey sl i3 (63 Lo Bajes
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Ot 7 393l Guudas @3 Jolally AJUL Dogyadl old 2ol lBlewd| (8 3o Alidxs 8101 dlaczy
Lolgde Ipate 5 LS lyglas uad (3ly ¢ ladeall cdanll 73k 458 Jitadd (Heston Model)
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&g «(Extrapolation Errors) ¢|,a1.319 (Interpolation Errors) JLeSaud! slhas¥ ds,c daissll
(Pricing Inefficiency) Jiaall e paudl HUasi o d3is ol ypuaall 485 Caaal
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M e yiidl 3 e ) 8 Iatl Loyl (A1 Aaall padl i (uSiay Co L) e Jguased) Jilae
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«(Continuously Compounded Risk-Free Rate) yoius 54518 Juas alusiwl @iy (Black-Scholes)

L s J..\.a.a Jl @MJ\ J..\.al‘ d—j)—*ﬁ Uolas Q'c'ﬂ'uiﬁ ‘.‘Su\.!:.La_.; S gt 51 Ja..a...ud su5L8 J..\.a.a u“:‘.—‘ﬁ

T continuous = ln(l + T'annual) (101)

f(55,9-4-&‘ $ piiadl) etwdl Bslall Juas 32 peontinuous @
Ols 1351 ) wiel! ¥ Ggiudl Lilall 5o Tannual ®



221 Al el
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Lzl e Griall clay, Ll 2045 tlea (niuas plasiwly (Heston) st.o.ﬁ Bylas @3 Lilulys 39

.(Maximum Likelihood Estimation -MLE) elac¥| ,|Se¥! 441459 (Non-linear least squares -NLS)
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] 2esd JBT ) Jgrms! ot S Lo Grall oy oz Jalds g (8,001 ¢ asDU 2 Lol
clelall s Liadls Ll sgamll (s 7 35ai8l lolas @ud paiaedl Jsasll I (o 2139 3,4

2k > o2, —1<p<1, 0<f<1
o<l, k>0, 0<vyy <1

@)l Jsob bed Eo> Numpy 408% 3,k (e Python (il 2uzes 5 PNES SN W (e 1 @39
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Initial Rate Of Long-Run Volatility Of Correlation

Variance Reversion Mean Volatility Coefficients

SPY 0.0360941970 3.2060669736 0.0459278079 0.6144157328 -0.6652976832
QQQ 0.0556815650 3.5249792713 0.0610468727 0.5300349039 -0.6853953773
NVIDIA 0.3017361376 0.6611402429 0.1 0.1019584836 -0.3769650742
Microsoft 0.0769200376 2.5002869596 0.0399660043 0.0505711436 -0.8051885742
Google 0.1268941801 3.3211244457 0.0993215006 0.2827090081-0.9335825899
Apple  0.0690203706 2.7309898872 0.0515315184 0.2107395510-0.8753728108

Amazone 0.1317126309 3.2086445465 0.0781161052 0.0632845453 -0.9438359375
Python dza y Sl yea ) SLiadl Sl slue| (o 2 yuuall

(Maximum Likelihood Estimation - MLE) elae¥ ¢, Sey1 4as 3

Uswy sLasyl wle § (Maximum Likelihood Estimation - MLE) elac¥! ¢ Se¥! 2yl iad
s daiafy Lilad Laasdle ot bile el coosiall JLas¥l asrll clelas jpuazl dlas
23908 (s Cuguoell Yot | AST 8590m, L) bl Jaoes oy (o SeY1 215 qulaad (e 2ol
ac¥l IS jaaan; c3yad clelall slad 3 edaaddl s 3ass ) dadully ool Slasy!
oo By Ldas Lie Aglucell Ligyag Aualaill Ldoluy 4yl sda a5 .(Rossi, 2018, p. 226)
055 Lauis g .(Hendry & Nielsen, 2012) il asiw! LaASTy damdl Slasyl J¥arwd) olgal eal
ooy Gy eabaanll blas sl Jo¥) Aanadl Hlas) slasial (Say (@lazat abls oIy 4l
cgalall Jasdl ¥l 2 3gal 3 LS (il Jo¥1 2oyl (e malaanll bogy i Jo> Sy ¥l
Ay slasdl 095 Losie @lac¥l IS6Y) 30a5 ao (OLS) Gravadl cilasyll a3 gylasy Cos
il Ledsld S MLE 398 (L= (Press etal., 1992, pp. 651—655) ol ¢l 13 Laids Bayjgs 2l
e Ladtg A o Julaet lgol plastaly Lanhs 46kly cadas sig8udas zile ]
.(EM algorithm g Newton-Raphson JI&) &, ,S5) <l ylgsell Jie daddie
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(il sia ac (Dunnetal, 2014) dulys 3 839 sll @lac¥l oSeY dasybo o lusiul @3 udy
oy oS Jlaasd! Ay (8 yad Eoo Lyt @biledd (Likelihood Function) Jlaasy! als ¢y -1

bl @ alasde IS (f (Qpy1s Ver1)) A AL adleasdl 48LST Jlgs

n
L(T‘, k,0,0, p) — 1_[f (Qt+1»Vt+1|rr k,0,0, ,0) (104)
t=1

10 S
fWS)U Jaslll wlall Jiey Qpyq @
Jaslllcdaall Jiey Vi q @
Eu> Sllusdl ozt |dag (Log-Likelihood) Jleas¥l mle Ul Al J) Jlezs¥ alls iges -2

n
‘f(rr k) 910_' p) = log (f(Qt+1'Vt+1|r' k' 0' g, ,0)) (105)

t=1
edall assdll paslas e 2Ly :(f (Qpags Vigr)) aSAAL adlaasd) 25LST1 Ay slasl -3
Zp Ja\.g')}’\ s éhﬁ\
Qer1 ~NA+71,V) e
Vt+1 ~ N(Vt + k(@ - Vt, O-ZVt) ®
ALY 28LST Al ugat dyles

1 (Qes1—1—1)°
f(Qes1,Vesr) = exp[——1

216V,J1 — p2 2Ve(1-p?)
+P(Qt+1 —1=r)(Vey1 =V — 0k + kV}) (106)
Vea (1 — p?)
(Vesr — Ve — 0k + kV,)?
ZO-ZVt(]. - pZ)

Adlei¥) a5 (§ Bueluel] moliy plaseiwl JULL (o ccblad) (po degamme po Joadl ie (llae

ALy Ay s Je 8,518 Python 3 Numpy daSe old cumdl day (e (Ggundll

Dlelall 3948 b (§ dosyle gl
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s 105 Jazs¥! wiyle ol @l 3106 Aslall Lo gatlly sl Jlaas¥l wile sl 2ls (L, -4

n
1
£(r,k,0,0,p) = Z (—log (2m) — log (o) — log (V,) — Elog (1—p?)
t=1
_ (Qeer — 1 —1)7 n P(Qt+1 =1 =1)(Vig1 = Ve = Ok + kVi) (107)
2Ve(1 —p?) Via(1 - p?)

(Vewr — Ve — Ok + kV;)?
- 202,(1-p?)
oy Sbledl e A3 «(Latent Variable) (elS sise Vi o Loy o(Vy) cdaddl yyuas -5
Vi = Var(Q¢41 | Fr) (108)
t 8ol o 8y85ull (Al L) loglall Acgama JI Fy sda s
Ul 3guall s 1 limandl alaziuly gsuadl (rucetll -6

2k >0%,-1<p<1,0<0<1,0<1,k>0,0<v,<1
:JW Joaedl § LS Slebaall bl ol szl daad et sy i@l ol ppuadl e Jgpas] -7

Initial Rate Of Long-Run Volatility Of Correlation

Variance Reversion Mean Volatility Coefficients

0.0366780679 0.4995600378 0.0526065355 0.4629220242 -0.8784470696

QQQ 0.0576538208 4.1702381006 0.0641307368 0.7681275276 -0.6885934018
NVIDIA 0.3012104672 0.001 0.0471035535 0.6537130808 0.0

Microsoft 0.0771265993 0.001 0.0439433725 0.0330113822-0.9973335290

Google 0.1242237775 0.001 0.0564513212 0.5815840415-0.8208437187

Apple  0.0685948958 0.001 0.0671280587 0.1474723483 -0.9862708512

Amazone 0.1312159546 1.1377200079 0.001 0.1574284061 0.0

Python 4y il yzee Jl oLl oLl sluce] (e 1 yiuall
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a..g..Lga.a.” &m‘ C:g.ui -3

eladl wluas gus| (Artificial Neural Networks - ANNs) 4 lila (o dimn ) oSG Jied
e Gdiall quandl 3Ll Gaizmy Auzglord) Lovandl Al dads ol il e Blgiud) Y
& Bblll wudy (Neurons alusiwl pandl Luaay Slsuarll s clsuarll ol WIS
ML) e gyl @dadlly aSantl bl 88Lxe e duandl cllidly Neurons cny tasys
e LS bl dAxtlan e SIS sda deiad (Aggarwal, 2023, p. 1) ddasl aé 5Eall
ULl £ 1557 ae Jalatdl 3 &ladl Lixig e (o Busdiach «Aediiiudl Lagdy 34dall of Lasivad Lluls
Llasyl z3ladl e (Bgas Lmiay Lin Butdally 2lgdall Zagball old clls Logw ¥ (Aegial
Jia cpiadl § Lol 8 Buimall salslall 2uolys oo lSidl sdd @ laidl Goludll datad Bpu szl
Laylg 0l 3o5a3 e Bmall LN 3yud s’ a1 (Consolidation) " il &1 g &mall Aigulll
U @ LS el e adorll wie Ldlasly L,SHI e (Synaptic Connections) 4.l
i 58 e () Ae lila o) dmnl SISCAIT 2 LI ) 20 (2018 594le) ASsludl clslall
Jelas pe elo¥1 e &l (Weights Adjustment) aadll on ¢l¥) laos clw)slss ae Tadl
LAY Ja5 3 Butiasdl CLLaL! joud Jasse JSCio &elid Alaally Zadgall mloysell o 39,401
il doe ST @b ol b loall (mrolord! apaantl gollad ¥ SISadl s of ge mi)ll oo
moge JI JSadly Layglaty Aeeliba ¥l il 2 laill sl oa! Lsslaol Jlay 2 sls !

rolud ¥ § Las (@ uandl LD AU ¢ [52¥1 Calizs

Lz slornd Aaall AS Al LIS 2l s, 1(49) o) JSAI

Synapse
Synapse

Synapse

Nucleus Dendrites Dendrites

Axon
Dendrites <

NEURON NEURON

(Neuron Network Example Diagram Vector lllustration Stock Vector, n.d.) : joual |
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The Architecture Of The Neural Network duuaall 45 &1 4lens *

Lraall DI qdais Le o @1 Al J) delila ol unall 28041 2ylens 4
Slaglall 305 488 sumy @ulaiall L . pandl Laaag Ly 2a8o 2808l J5 1 (Sligaaall)
Lol dl sda el ligeanll (o LSGLATN Lyl damgs I e Luokud J&a39 (aScadl U5l
(1. N. da Silva et al,, 2017, p. 21) bledl (o puentlly @ladll e 2aad) 5)u8 pums § Lpwlad
Ssid! (nsSHll Lel (e 2uiaall 480401 (Topology) Lz slashe iyl (S Bus o]l 2ylaall (o
Loyl Zagdeg 4ado S § wligrmall sue cladall sue el Jaday ASadl odsem gl saxll
S o olaliss Sy cdalall Gpleall uas (§ oLSGa a5 w8 JUEL o e cladall o
20 e Aol goazms Loiwy Apazll dadall § clisuac 10 e Jo¥) goims add Lxglgishll
dalusa (Activation Functions) lagsis Jles oiSeadl s sasiud a8 el J) 28Ls) Lonac
el adall Ao Lol piserad 1as Als Ll ol LaY) 2adlae 4.8 e 35 Les caligimall
d! 2% Les «(Hyperbolic Tangent Function) i3l JLall a01s ey puseiud Laiy «(Sigmoid)
ot @1s qisgs Jlal) JSadly aSiadl ¢laly wlall Wgla § cladls |

o301 ladl 1 o i) sl 215 sy :(50) o3, JSCAI

e) . Sigmoid Activation Function f) H1yperbolic Tangent Activation Function
05
g0s 2 o
05"
%2 1 0 1 2 g 2 0 2 4
\

(Kala, 2024, p. 574) : jusal!
L(fl:vxn uﬁﬁ ey A J._'.uu"}m 4909 4‘41:_7_” ?4._5.4‘)_)‘5} p..wl.i c-‘)}?” | ia dj.:.é LV‘ EPNES|
ASead) @las ccmyatl LT 8y, Skl lagall cilidas IS (09 Bazll @udll (o OSWYI 508 40,3
Bugliie Ay cadatll ol gt
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43l :(Kala, 2024, p. 575) cladall (e duutsy #1931 W (0 Arpmall ISl 058 L Sole
0S5 o Aaall SIS sk e ¥ Ja LA @z s daby cdasl) dadally (JLssY
G Jlodl pa Joladdl e (809 ot Lebilo Jhad oSay 31 bl 3 pseiad 2uasll da )l
B>y Audsee Aaids pluiul Gr9pall (o mral (dugie Dlsliad (b Byatus WDhgas e Golais
Adle 380 Ailgdie )8 dgus coyat cdlats G ells o lsg «ISCALT dpdad sl aag J3YI e

ety O 10 cnigaten (atabs e (G IS alusial oy Adlae Jenas Jlgs plasiul,
Slid) et die Aad] Slamall oo ad 2ads S § Bmall WA sues Luasll cladall
:(Karsoliya, 2012, p. 714) Luyaall A8 400 il oS 3 Alasdle (Sasg Budall cISLAL) Jxd Lnall

Input Layer Jss¥! (a

tpaadl 38l oty o AalnS JoaTy cdaall AT § 0386 Loy Jof (2 Jso¥l 4abs
Aaall 421 ) (Vector Of Numerical Values (ie) ilile dass gadds i A lad) audly
o S ylall tes b Al cllee duais J) aadall sda ug ¥ el sda M5 (e 855505 0%y
Wb 3 (Bas of) Lsac Al K o)t Lele 55 ol Aunpmal) 36! Lraus Joad SISl
a3 Aasell ASadl ladan G Aed) Al § 385 0 (San Bsols o Matus Tpdie Jiad JI5-5Y)
(ISl ey s bl bl JISAT (o JS (6 of calaalid Jias 2uady Lo miliasedl sda Jads
s Juanad O symeny Al § 2asMI caladall J) Uiy bl 3l Jso¥) i baaals
Szl ads ] has o (g o)) 2asdl cladall e 5005 @iy cbiledl Laas Jso¥l
3T A K e Ll Jagoms (29 Atuaal! ISl Lol Zaglo gl Jey I iz e aas wlys

:(Output Layer) z 1,59 44k (b

Ly bl 2l ) obild) 2adlas Al @ouds oe Uosad) 2adall 2 2 1,5¥ 2k
L sue dezang JUso¥l 2ads § allss] @ ! Lol 8y8le 2adall s.in dsetis ) Lol
Ael) o 13]  JUL Joeo e LY 280t cuann G Bad) Bands (e 7z 1,5¥1 2ads § Ll
s J8uslyals ez 13¥l 28 b ot wad ull lasey 20938 a8 e (8 2l o Audias
Ji> 3 Lol ablall awall ) el slenl § aSead) 2880 Lol ads 8 Laads jlacl oSey
sde Gillaty b salad gl sl ale] of slimgundl Jolas e collayl] dallal 280l ol
A a7 ,3¥1s JB oY Lo ey eas Lee (J0¥1 &ado WIS sue o z|,3¥) dadds LS
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:(Hidden Layer) a4zl 45l (c
2Ll S oW1 fids o diz sy cAtianl 3S0adl o el « jdl Buasdl cladall JS4S
Loz Y ailas 48LsY (Activation Functions) lacddadl Jlgs Gdas WIS e cladall sda ggixs

D) sueg Aasdl cladall sue dyims aang. S bld) U515 Badall SlEMall Jiiet 7 35033 masd
Gate Aagds Lo Y Gtz Vg Atianl SISAd cuaad 3 Slumtl coael usl dab S 3
Lhiad o Sar @1 Alnguedl e DISEL) (3 AUSAL] ddiad e (e datiay ¥ o =l i Lple
Joei o Ladsg Js o aads § bapadall 1) oSy 3) 2as 2ads J) Ax b Il 0583 Y 08 (ilas
Losad) Jlos plasiawl adle Ay s 42 51,8 sga> Juted cdlars (S ¥l @ Lol aCal

JBY1 e Bas clads S ol cuads alusiwl gy gmall (e Adlace
aylie S8 saall O b Gas by 2as 33k S G Ll IR sue lus Uil oy
Lla¥l bladl e 288l (Sam ¥ co> (Underfitting) @lazll § (ads iz 158 cobildl aag,
elatll 3 Loyl J) elld g5 aad (WD e byde sus s529 J> & Lol .oblald 2wl
oy Bgur ¥l @ Lelol e Bla 135y Les wbiled) @ clasdl a8l @lass o> o(Overfitting)
Aads S I sue of dasdl csladall sue Gl 43,85 4as)b (Y1 o uz a3 ¥ il 3ol
BysSall colagall Calisea usgy JU UKty Jlell Ad il 28,0kl cuymell e e slaze¥l qig

Badate Lates ilids 13 Adpee Lyac A b9 Bus g Luases Aads 3 AT Aale 2,033(51) o8, JSCA)

Hidden
layer

Multiple hidden layers
Process hierarchical features

&
@

8
&
8 \./
(b)

(Han & Kwon, 2021, p. 6) : yjuuall
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Building A Network Model For Pricing Options /Ll paudd danl! 4S5 E.Sj.u’i iy W

s S 3 Aaall WD) suey Lgllall caladall sue s Apmall 280AN pucats dady
S ot Alae iy Laslere! (@1 Jocddadl 1oy 2wl @lasdl duaiylgs slas| e Slas
iiles IS Lele slare¥l oSl 2l ulae Lt uzgs ¥ (a1 Baiall cilibeall oy Zimall 280 a1
M Ja) oS A I Jgumgld USa oo AST 2y 2Ll colaalyudl ) po 1 (i g1 ¥
Falyl) a3 liled) Rads pe iy

53.210 (Feedforward Neural Network) &,051) dle] duac A5 muasad @3 cduwlyill s 39
Il IS5 e sy AW Shladl anwd G (Multi-Layer Perceptron - MLP) claall
DU ] Dol b Zuain i Suie e Lapsyed o (o3 sl 3 5,550 2l il
Sl M (e Hacieiael] Aomall AN g il sln cuigSs 5Ll G puaaill yadl § Sl
25 Hade daell Sladall (S 2 sy

(Input Layer) Jlss¥l 4id (a
e 5555 L)y 3 8350 Amesiy Il Jalgall Jres 31 251 cliled) Aadall oda Judiad
(Y gl e Aejgn ol paall sda usl a3 Ads S ((Nodes) Auac L a1 (e JLs2Y)
(Risk-Free Rate) ,lslsell oy Jlsdl 85lall Juas T ®
(Implied Volatility) gl cdall IV @
(Maturity) slaseiwd| 3,8:M ©
(Underlying Asset Price) ‘.5\40\.4-:}" A CORAN
2 o Lot Aerpmal) 3841 oS0 it suaaedl] 7 3kes 3 Aranlid oDt (b il s
Us |l sl suad Bles slus Jso¥l el 3 udall sae O LS Budall culddall Llaxhy 45,0
dagad el Jolud Lad duaall a0l Lole (s (&1 Baclall JSaT 08 Jlls oz 39a3¥1 @
oo i S 0 cus L Sl Julmsy obled) Jlazad § aS6ad! Tugs caaall sia M5 (e
Slascll s waly Ll e e yabe e ol yales 53T L) Cloglas e Goims Bayludl oyl
ol U s all oy Baiall odlelanlly Lla¥l podtiil o A1 Sladall cxSa) &gy
Z3sa¥l sy @l Blee (oY Brmall ) Jios Js oYl 22 b
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:(Hidden Layers) a4zl olidll (b

(Neurons) &uac Bude 64 e Goizms A JSo Anlite duase wilids ayl o 3858l alles
LS . S an $5405 elol Jiaadl 3uazed ) b Bodaie ooyl (e Fly adall g suall lda Hlasl @3
iz s SN ) Jgso gl (Trial and Error) Uazedly 4 pmeall sl e 2Ly suall lda alaskia @3
(b LS (2 ladall (MSE) Uazdl cilas s Jasogil Aagd o
(H1-3 JIH1-0) wéc 4 o0 35480 Jo¥) dasell dadatl:HT ©
(H2-3 I H2-0) e 4 po 35950 2le)l 2azll dadall :H2 ©
(H3-3 I H3-0) e 4 o 45950 28080 2azll dadall :H3 ©
(H4-3 JI H4-0) uic 4 oo 4550 Al dl asell 2a0all :H4 ©
Jlss AST ¢e uad (319 (ReLU (Rectified Linear Unit) dagddsd! &ls e dudsee Zads JS datal -
oo Jelanlly @latll Aglae pyad e Lepual Blas Aaaall Lapaall olKadl § Blasiwl bysidll
: JWE Gaby ReLU &l a5 (Vanishing Gradient) zyal! § ol A e

ReLU(x) = max(0, x) (109)

‘Lo <Llje saay RelU e udall Slall J5ull 50 X S
R DPES | YRS AR P RS (A TL | I
e Low Az gl dalasll § 245 ¥ :(Vanishing Gradient Problem) zyud| (ois 38lis caybss -
A aall SISAN Cuys
3 Les (Bio gy daall (any) By8liae llacdds () 6255 o oSy :(Sparsity) 3Ll &las] -
BeaS AST 7 3gai¥l Jazm,
& saie S of gl «(Fully Connected) 2 Jll aadally JolSIL Aaiiye dads S o0F Blaall ylad
e gt IS 2asll oladall sda Jead AW 2adall § ddall gz Jian diae dad
LU EMall 0d e 7 3505¥1 8,08 a5 AuadSL etatll Jaimg Sudall bolesd] (oMt
Al peg byl
sl oo z3gadl Sady cladall on Wil e cHleladlly adall bla¥l wlad e delus -
aedly 5l A8y 3iay le g9 el il o AW S EMall doibiog 85y O LGS
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(Output Layer) z/,5¥1 4ab (c

Greddll yaudl Jies (J1 8 renud] Aagdll z Lol pgas (add suslg Budc (o dadall sin (oS
yLEY) aezmy p9as (Dense Layer) 2408 45, .S L 7 1,5¥1 5L em& .(Option Price) ;LU
s 2895 50 7 39.03¥1 Chuia () Lasg Aduud | Aaal) ) Ldsgorig Auasell 8591 A dall (e By0liall
(gl il i uded] Aacsan 7 1,3Y) dadls (§ B loll Budall L6 (6 aiun Aasd 529) Sl

(Forward Propagation gALAgme‘)JQ.&J‘)A_w wlus a1 W
e Jo¥ 2l o aleglall 3oums tus L1 HLATY Adae D (0 5! yai Gl o
2N aads J) Yyums 2uasell ladall
oo JBl Bslall jaws «guaadl izl Blamiadl ol cdiaiall jaw @b aadl i JoYl -
Jeadlaad J) bl
asll oladadl § axlall -2
mre gsemeS (Net Input) Zj lall Jsall clus oo duane 2ad JS 3 suse I @
:(b;) (bias) szl u> 4] lias a;lad) Zagall o 641 diall ppex (@) ool yzel

64
Zj = Z(Wij.ai) + b] (110)
i=1

aj = ReLU(z}) suan)l gy g ¥ Zj e RelU Layiiad Als asdas 203 sy o3y @
A Aadall oS weS Al S @il yiee Joad i o) Bpasell ladall e Aloadl oda 5,8 @
iz daib § padl adss -3
Basdlg Ay, Aasell Aadall (0 6431 il ikl 2 |3¥1 Al § Buus sl Buaadl Janud ©
.zoutput é‘.@_” L ie olues o ®
Predicted ) ;Lsell adgall 2 udl 92 (Abas basis Al gedas aay of) Slall sl lia aiad ®
.(Option Price
syl A0 M5 D) (bias) snzidly (W) ols¥) eud sus
:RelLU Jeaadll &1y 3ibes -4
ReLU(zj) = maX(O, Zj) = a;
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W.E.’ij M‘ gﬂ).ﬁ -5
Ot el Slily plaseiuls Adlady Ly s coms (88,80 &ilgads elya] o 381 (S (S
b Lo 351 10 el ety oyl Ailes

(Mean Squared Error - MSE) lazdl a50 Jasssia :(Loss Function) 8,Lucll 4l

Lles I Hlel) Alaall Hlawdl Llae z3sa¥l Sl3als 485 gde ulea] MSE @l sisiud
 JWE Guabyy byl .yl

N
1
MSE = N Z(Pactual,k - Ppredicted,k)2 (111)
k=1

10 S
oyl cliye sue sa N @
ke aial) Gl sl yas 52 Pactual,k *
K aall £ 350l daBys gl Ll o oo Pyredicteak
OSan do 3ol 3 MSE g Jdas J) oyl Cduge
Adam o ixb adsiug :(Adam: Adaptive Moment Estimation) (auwsdl dejylss *
Slamyasdl e fly Alad 2,k Lelilees! g 4S04l Oligl Eau=x! (Adaptive Moment Estimation)
i 65T bl Llsa ot o Auds et iy 58 Adam L] Al (yo gael
(330l Lol ae 104> Jolaws 1) AdaGrad ddlsedl ol sl -
ARl e Sl § aur Sy Jesd @) RMSProp cilanyoil] 38, =il clas, Ll -
(Momentums) 4a,;Ludl &l yuild 48 il | Slla gl -
Byt STl ke J) L s Lom gy IS Balaw (S0 ol kbl s 45503 et
:(Evaluation Metrics) el julie *
alaseiul Sl 7z 390l el @5 @&y «(Loss Function) 8;Lus 1S deasiwll MSE ] a8Ls3L
il 8y Aty (ualia
il on 4albl) 39,80l bowgia Luddy :(Mean Absolute Error - MAE) il sl lawgie <
Adaallg dadgull
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L yaudl Slusgy Jo gl (198 p.zzj Bdoleo Lad MAE 44,

N
1
MAE = Nz |Pactual,k - Ppredicted,kl (112)
k=1

MSE S ol 5dzll sa :(Root Mean Squared Error - RMSE) sl a1y0 basgie yiz <
RMSE = VMSE (113)

el Sl g udy Byl 929 8S01 e llas 2STU59 Jang ¢ 39,4l (g5leall C8) =5 RMSE 4y

ieoyldl Sledas -6

Al e LLaST copud) bl o 5950 (2 Awsyudd) 85901 100 :(Epochs) Ayl 3y90) @

7 3903 oy A 100 oyl ey ] (015091 puzerd caliell of cenlgiad) Colued 2 Lo ¢l gu0)

L5 51T iy liled! oo Sl el

S dadlas (e Yoy <32 9luq (Batch Size) dads @z oluseiwl @i :(Batch Size) dadll o> ©

"eilads” ) coyuid) bl eandd @y Buslg 8y LeST bl dxllas of u> e oy dige

32 dadull e 89y Ao IS Axdlas day 7 3003¥1 59l iz @iy Ae 32 s Lo S cBhino

a3 G oledl wliyass 3 8Tl oldadl cazs) coplan) Hlyatly Lnlusdl 3SI) o 10u Gsles

(132 88 lads po Eiums a8 (A Al Lol sgasd! § cadord] izt 1 an S pdue lads ae Eiuzs
Lulydl Joes wladall Souaie Luaall A AN Ay 9 Aylens mun gy 1(52) o, JSCAI

Hidden Layer

Input Output

P
I
=
w

1
)
t@
I
ry
w

H1-0

(S 8L L) L
CLips
2

Python 4y il yiee J) oLl Ll sl (po 1 yiuall
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Aoyl Age ranll A A 2800 lsSs gusss 1(9) 08y Jguzd

2l /Al o1 | Jroliall/ il gt

oS 4
¢(Strike Price) Juaid! yas -
Sl ae e 355 31 ALl AW Skl Sl {(Maturity) 3laziwd! 7,05 -
‘(Implied Volatility) gesall cdadd) -
bbbl e JU Bslall yas -
e slEMallg sudall Lla¥ll oMieiul cedsall dxdlas Apises olads 4 a0l -
259 b u3an) AudSL cdltarll Ja g 2udasell uic 64 :3ad IS (Nodes) aaall -
B3yl LW SsMall MlSIL Anin / (Dense) 4adS :JLas¥l -

(Db ASCiin arased § Sutelud | aS il adasHUl s ReLU (Rectified Linear Unit)

A bl 36 LaSNg 0l ReLU(x) = max(0, x)

¢(Single Node) 8u>9 3udc tauall -

2893 Ly e 8 peee asd 39 L 3l s
2ol Ll pan & padius 329 Gl suisll s (Dense Layer) 24,8 4a.L g9l -

(Identity) a>gs ¥ of (Linear) ddas

) (s Ldds> b T -l o Sy 5l o oless .

Sl 7 3geall e Aadgall Sladl o (i) Syladl olid (Mean Squared Error - MSE)
Aoall sda Julas ga Au . coyuddl Alee I Alasll

N
1
MSE = NZ(Pactual,k - Ppredicted,k)2
k=1

oyl e 2Ly 56068 A L3l Coiet] Apajylgs

) ) Adam (Adaptive Moment Estimation)
C.)}uSU ¢lal Jundl Jl Jyaj.“ S sE)L«-«-‘&J‘ iy Y 34540::1‘

Gl Ul o wgie -
o] Lalizea 193 oo cnyaid] iy Ll 7 390381 ¢l @i (Mean Absolute Error - MAE)
gl 485 gue sl 2 bwgie iz -

(Root Mean Squared Error - RMSE)

Al e coyaall bl et J 950 iyl Bygs - 895 100 :(Epochs) & yunll elygull -
.@ygiﬂ Olgl et 8 Lazellas i Gl byl sue dadll o> - Liye 32 :(Batch Size) a8l ez -
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o Al g ya81 Al Syl slasd! JUI Jelomall s S il
SO el 7 3as

399 Aoly il He Baolialls S8, a0 alls sl i il Wile Midos el 1da Jsliy
(Black-Scholes 7 3gif) coltll danll z3les (o Zualsradl mludl (oye po «Blamiad! f)lss
25k aad Ll Aaall 3l z3gesl J) 48La) (Heston z3gsl) ilgdall calanll z3baig
oo inte ey Judlu ] L Lo (2l Goudl wlily (de Gadotll L5 e Al Cdadll
Blas 7Us se sl g9 cpaline JSCiy Blamnad] foylssy Juarnll jlad Jodd ipe z 1930
(Black-Scholes) z 3531 pe AUl &usyg¥l ol pidl olyles slaed JUI Skl 1.2.2

a9 (1) Blasiwdl ol ol idl olylis e Sl 1.1.2.2

p ol e 2aplly Goandl 3 ALkl 9 ,59¥1 £l (po oLl s Hlaal (10) Juz! ca
cll3g Jls (27) Lasascy (AAPL AAMZN .GOOG (MSFT .NVDA .QQQ (SPY) 3., 4k le 8,4
3 LMo (i 2024/12/19 foyliy L) s yuyms @3 Ay «(Black-Scholes) z 35034 Lady
[(0.00273785) Jalay Lo 529 ladé lumlg Logy by (lamiaddl )5 (o o3l of (61 <2024/12/20
Lol yelad Byl e i, a1 ! 2y9all Hlaedll () Alasdls oSy Audmg]l ol a 3L i oy
o el SPY 4S8 a3 13913993 (341,10) mquadl) (6941 sl Lasogio aly s Usgmela
Lol T¥95 (130.68) e NVDA 4S8 o (g35 sawo il 0 o> & T ¥ss (586.09) als (5559
Aagd ol o duditll slased cuslyig (3993 (341.15) aly 1ad ool Ll e dasall jlaad boste
Sl e Jidl susladl Juae Ly T3¥93 (590) SPY ] asd ely 53 (131) NVDA cqued
Loy (0.00012594) alisg ezl aamd culs 58 (Black-Scholes) 73531 @ dslusiul @3 gl
Aoyl Bge el (Volatility) collaall basogio cuily s 3 (p52 1) Tz sl J2¥1 a0 iy
«(0.5523) MSFT oo 4y <(0.6243) als cdas Jaase el NVDA 45,4 o Jzme 35 <(0.3803)
Ay ol 9 Galas wSa L bl oY (0.1587) SPY 48,4 o § il J3T 08 cn>
Dlatal F8YISPY 5 a5ylaa laylawl 3 8T 5latul pue ) ads NVDAJ Jlall Cdaslls e S
13993 (2.75) ol prazd Goaedl s bowsio oof @lidl oylal uas jlawdl Lylae das (o L
1793 (2.08) (Black-Scholes) z 35l aluiials cagucll Gl paudl bowgie msly JSho Gods
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26) oLl el paady o8 U8 7 35ai¥l o) LoDy M52 0.67 8508 lasegto 3llae 3y8 3529 pe
ST (g 5lis) saudy a8 Loy «(%96.30) dwdy (Underpricing) 3 sudl Layass oo J31 (S
Al Jees 735381 o I3 e ey (Overpricing) §swdl Layass oo els Jadd (%03.70) dudy
BasS liglas 3929 Jamg) LS iz Bauad Blimiwl Jlal Jb 3 Goadl (o AST jawdll § il

‘v %88.89 5 o J15 (Black-Scholes) 739031 o3 ¢ (Moneyness) Ll Wl> cows
R Sl e zo9 O] y Bl -

Les «(ATM/OTM) 8 selzedls Aalaall oyl pe %100 pasd cpo U3 LS (ITM) sl 1 sl Lzl
Loay om0 45l 5 guing AST IS0 slazlly 8yaolsell ol lisedl Basd oo iy 39381 0T I pda
5 ) Ll ada LS Bmasll 8all @ slacdll auies oo aslislidl of ldanl) diulus
Lowso ¥ 5 Lised| 3558 50 e Slasll asy (Systematic Underpricing Bias) eall oy Julanll g5 220
ooyl e 2llll bogaally gl collael Lole (rane 18 1 2Ll Boguzll 2sll Y1 3
SIS IS (SIS 7 350¥) Ldaaaly ¥ (a1 bty

19931.22 13,4l &) 510 dudis ey QQQULS Jie 3ouzme <> § I>gui9 ASYI 39,411 5,59
J3Lie 9.28 Bl (1995 2.1413,8) 430 Jsdic yauus MSFT ;L9 (4.67 £ 390381 Jslie 5.89 gl
Gl e Leiy (B0S Jols aloesT of Adle Slilss ol el W bass 31y (7,14 £ 35l
0.17:3,8) 133 dudis yauuy NVDA Slisg (1995 0.15:3,8) 252.5 Judis yau AAPL 55 (3 39,401
A0 das LS il Hlasd (e Lgae @lillas 3 el 2ud Lpnud 318 wSay U5 Lo (1992
90.609 (las lasvgiay NVDA ie) cdazll J¥ @il cdagyl s > (S (Volatility) ozl
(195 0.98 QQQ 1¥95 0.22 NVDA (3,8 lasugin) nST dypasad 395a (0.2908 lawgie; QQQ
a3l el OO oddadl adle Joudl 3 5 bleall daandl 5Mlall ,uuas Higam aSh Les
Adgadl Jlalsell pand eyl clSolinud) Awlall c¥slall Laaali ¥ 08 Eoo Jus Bl
1.42:3,5 Lasugia) MSFT (s iz o30Sl ol a3 A paad cilgmd 5,0 6,41 (G 9ius e
S 89 (1995 0.32 13,3 Lo swgia) AAPL o ol (3 B> J31 39,41 9ots ety (NVDA o (I¥s0
| a8 aS Aoy Joladl 28US (ABgadl Ugad! e Sl Bacaie Jalge I bl s
Shlddl aaud 3 Ayag2 3948 (e ilay (Black-Scholes) 7 3g031 ¢ ) Laaize Bl sda adds
Llae pewdld zxpe Julas die iy Co o Jlad) cdanll Sl 3 e ¥ (aly pga) J2¥ B4ad
(%96.30) 2>l Aeudsy Al Ggud! slasly
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(Black-Scholes) z 35031 339 a9s 1 Blamiusl 13 dulyull Ape SlSa ol e izl 5lawli(10) o8, Jgazd!

Company spot Str.ike Time to Interest Volatility Ma!'ket Black-Scholes Difference
rice Price Maturity Rates Price Model (Market -Model)
586,09 580 0,00273785 || 0,00012594 0,2050 6,1 6,18 -0,08
SPY 586,09 585 0,00273785 || 0,00012594 0,1587 2,54 213 0,41
586,09 590 0,00273785 || 0,00012594 0,1793 0,78 0,30 0,48
514,16 510 0,00273785 || 0,00012594 0,3187 5,89 4,67 1,22
QQQ 514,16 515 0,00273785 || 0,00012594 0,2837 2,65 1,53 112
514,16 520 0,00273785 || 0,00012594 0,2699 0,88 0,26 0,62
130,68 131 0,00273785 || 0,00012594 0,6243 1,55 1,27 0,28
NVDA 130,68 132 0,00273785 || 0,00012594 0,6044 1,08 0,87 0,21
130,68 133 0,00273785 || 0,00012594 0,5983 0,74 0,57 0,17
437,03 430 0,00273785 || 0,00012594 0,5523 9,28 714 214
437,03 || 432,55 || 0,00273785 || 0,00012594 0,4387 6,65 4,90 1,75
437,03 435 0,00273785 || 0,00012594 0,3383 4,2 3,00 1,20
MSFT 437,03 || 437,5 || 0,00273785 || 0,00012594 0,3230 2,72 1,59 113
437,03 440 0,00273785 || 0,00012594 0,3151 1,64 0,70 0,94
437,03 || 442,55 || 0,00273785 || 0,00012594 0,3087 0,9 0,26 0,64
437,03 445 0,00273785 || 0,00012594 0,3044 0,45 0,08 0,37
188,50 185 0,00273785 || 0,00012594 0,5011 4,19 3,64 0,55
GOOG 188,50 | 187,5 | 0,00273785 | 0,00012594 0,4613 2,36 1,68 0,68
188,50 190 0,00273785 || 0,00012594 0,4255 1,04 0,52 0,52
223,29 220 0,00273785 || 0,00012594 0,5324 4,45 3,55 0,90
223,29 || 222,5 | 0,00273785 || 0,00012594 0,4451 2,49 1,74 0,75
AMZN 223,29 225 0,00273785 || 0,00012594 0,4229 1,24 0,63 0,61
223,29 || 227,5 | 0,00273785 | 0,00012594 0,4030 0,49 0,16 0,33
249,79 245 0,00273785 || 0,00012594 0,3703 519 4,85 0,34
249,79 || 247,5 | 0,00273785 | 0,00012594 0,3309 31 2,65 0,45
AL 249,79 250 0,00273785 || 0,00012594 0,2881 14 1,07 0,33
249,79 || 252,5 | 0,00273785 | 0,00012594 0,2663 0,44 0,29 0,15
Average || 341,10 | 341,15 || 0,00273785 || 0,00012594 0,3803 2,75 2,08 0,67
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:plal (8) Blasiuw¥l ol ol )il oilylis jlaed Sl 2.1.2.2

«(NVDA, MSFT, GOOG, AMZN, AAPL) 58 =iy uased Bl 211 bl (1) Jouzd! puiay

G Al ) oF &l) 2024/12/27 & Leedho (gtisy 2024/12/19 bty Lays =i @3 Lagorg
0.00100753 Jslay jbolsell cpe JU 3518 Juias sleie! @3 aBy (4is 0.02190281 jly 3laziw]
(il e Lpgall Sl 3 s goele Golas bl o plal s 2ua o gl cldaall do (po L
oend (059 sa el 09 390 281.38 dulyudl Aipe @l (o9l jaud) Lavgin ply Co
& S lal) (uSay Leo (593 130.68 aie NVDA waad yase (infy (5¥95 437.03 sie MSFT
(&390 <3995 281.47 4y 128 (Strike Price) Juaia)) Hlaw lasvsio Lol Adguudl Liligly S, a1 @
USaT 3 Gilas (uSay Loa «(MSFT) 1593 445 4L, (sl a9 (NVDA) B¥ss 131 4y sl a> o
Lo «(OTM Shles 9) 3,ulzedly (ATM &yl 5) Woslazll ((ITM &lylis 7) dsldl o oyl
(0.2161) MSFT 3 Zayd ol cpe Sl o S IS Ligliie <0.3042 () wland! basegin Joewe
Byl yau Josgto iy oo paadll LSl e (uSail Lo 929 <(0.506) NVDAT &ed el ]
sou sy i 3529 ae ¥ 0.51 Lawgie e Gylis (7350330 [¥9s 4.25 Jylas [¥es 4.76
Slae pms b L (hls 16) ¥l (e %76.19 (3 (Underpricing) aawdll (o Jolasll
Jeladll 5o %100 By e Al J1 colyligedl cilzeso uBy (lyls 5) %23.81 3 (Overpricing)
(430 daitdl yase) MSFT 5l 8 clymmi¥1 8953 cotanzes s 393 0.83 3,8 Iasogios « pasedl (yo
o gl 3me ) 1da @5ads (995 9.36 iz 35l (¥es 11.45 :3gudl) [¥es 2.09+ &4,
Legall @l ahladl e aasll (el dag) ) (Liquidity Premium) &gl 3d)le diwles
& (Time Value Compression) "die3ll 4agall lass" 5yallal ddlea) oo Siad oley ¥l Lyaszll
J2¥) @ z3ses¥l daBony Loo oyl S Auiojdl Aegall alans ds izl oo 2,81l Ll
(&l 5 (e 4) %80 Ay paudll oo Julantl boas Lple (poun aad Aslazll ol sl Lol dasgal)
:Bowadl) 1495 0.42+ B,yay (187.5 Juait!l yau) GOOG s Lalial 3509 J¥90 0.41 5,8 Lasgia
225, e sl 285 ASYI (9SG o (aial Aaaidl sda o oy ((S¥9 3.64 1z 39081 (5 4.06
& Lo ¥ (gl Bymd gzl ollad)l Llad § bl mleslll aveall (olidl Jid e
(Implied Volatility) gasatl cdaddl cpe a5 s A Lall §gand) Ll 9 2y0Lazd ¥ LMY ol Ad
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L wgies (Underpricing %48 Jslie Overpricing %52) Legs Loluail 8yulsedl clylisdl iyl

995 0.24- 1133 Laiddl yau) NVDA cllis (3 25Lo 2alle ¥l @y S (Y90 0.323,3
pue Ayl (1993 0.21-:252.5 dpaidl yaw) AAPLg (¥ 3.02 17 3905¥1 el 93 2.78 13yl
Jo> Aasall a5ls 18] s <480y (Knock-Out Probability) c¥leis| dadas e 7 3903¥1 5,08
S gzl e Sl ollsdl § (Volatility Decay) 8,alat dlales ) 280Ls) coldasll eyl
Bzl Jud ps¥ g ondll § 7 30ai¥l Dladyl (oo gyl %20 Juaes Ainpd) dagall (aasis
BGlymsl B¥es 0.51 AL dlawwgill cilBo all Jies Yol 4ya9edl Llasll (e 13ue Julmall 50
ool dale caaly S (a1 8) s Jal s § dols Bl Ljlae s paud 3 Lagals
Gl cdlatly oyl § s lall lpaalls Cdaddl e JS 80 o iy Ll aaad @ Ll B9
L 529 cslgwe d> e Bpulilly dxyl, Il wlylixl Underpricing g Laly s z3gai¥l o lad
Ay uSad ¥ (SIS 239081 Ll sl o J) il @y ccnlans¥l 3 Ag,all il ae 33152,
A lall oldadly spaall Usrad! (Jladl ca ML ouds cli § 2ols Hlawdl (il gl
iy Lo (MSFT o jaudl dadipe mguols dlasiye Underpricing o¥l> (el of cbledl ois (336
15 gl lasedl o oy« 5Leseld Tl Aagall cinasy) LS 18T 0585 padll § Aallall sllas¥l L,
Shledl anud @ 28T Bgand £ gl dad 3] ccdanlly Uayl lasll oius lagy Ly Bl sy
Laails ¥ 2wlall (Black-Scholes) 2o o uSss Las (NVDA (s aaiye culas o3 aals Aol
> B3gumme Buka bl (peus by adl Jblell § aupad! pasll

il yaug A, 8] o 75903819 gl paudl (o SilBg, sl Heatmap puy 1(53) pd,y JSad

2.0
0.32 0.40 0.32 -0.08 -0.21
1.5

0.25 0.83 0.64 0.48

AAPL

AMZN

=
s 2 1.0
S 8 0.54 0.42 0.39
SO
o
E - eXE] V) 100 0.95 0.71 0.52 - 0.5
=
<
S -0.08 -0.13 -0.24 - 0.0
=
— ~ [an) uw ~ f=3 = ~ wy ~ wy r~ = ~ =1 o~ w ~ o ~ Ly
m m ™M @ (=] o o~ o~ o~ o~ =t =t uwy u [and [an] [aal fan] =T =t =
— — — — — — o~ o~ ~ o~ ~ ~ o~ ~ - - =+ -t =t - =
Strike Price
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(Black-Scholes) 7 35031 339 alsl 8 Blamiu! ol3 dulyull e S ool e hlised) Hlael (1) 08y Jguzed

Company sP’Ot Str.ike Time to Interest Volatility Market Black-Scholes Difference
rice || Price Maturity Rates Price Model (Market -Model)
130,68 131 0,02190281 | 0,00100753 0,5123 3,8 3,88 -0,08
NVDA 130,68 132 0,02190281 || 0,00100753 0,5060 3,3 3,43 -013
130,68 133 0,02190281 || 0,00100753 0,4918 2,78 3,02 -0,24
437,03 430 0,02190281 || 0,00100753 0,2893 11,45 9,36 2,09
437,03 || 432,5 | 0,02190281 || 0,00100753 0,2637 9,28 7,68 1,6
437,03 435 0,02190281 || 0,00100753 0,2376 719 6,19 1
MSFT 437,03 || 437,5 | 0,02190281 || 0,00100753 0,2354 5,85 4,90 0,95
437,03 440 0,02190281 || 0,00100753 0,2264 4,5 3,79 0,71
437,03 || 442,55 | 0,02190281 || 0,00100753 0,2203 3,4 2,88 0,52
437,03 445 0,02190281 || 0,00100753 0,2161 2,52 213 0,39
188,51 185 0,02190281 || 0,00100753 0.3337 5,7 5,16 0,54
GOOG 188,51 || 187,5 || 0,02190281 || 0,00100753 0,3180 4,06 3,64 0,42
188,51 190 0,02190281 || 0,00100753 0,3026 2,69 2,44 0,25
223,29 220 0,02190281 || 0,00100753 0,3473 6,38 5,55 0,83
223,29 || 222,5 | 0,02190281 || 0,00100753 0,3291 4,74 4,10 0,64
AMZN 223,29 225 0,02190281 || 0,00100753 0,3172 3,4 2,92 0,48
223,29 | 227,5 | 0,02190281 || 0,00100753 0,3068 2,32 2,00 0,32
249,79 245 0,02190281 || 0,00100753 0,2571 6,63 6,23 0,4
249,79 | 247,5 | 0,02190281 || 0,00100753 0,2478 4,9 4,58 0,32
AL 249,79 250 0,02190281 || 0,00100753 0,2204 3,15 3,23 -0,08
249,79 || 252,5 | 0,02190281 || 0,00100753 0,2102 1,95 2,16 -0,21
Average | 281,38 (281,47 | 0,02190281 | 0,00100753 0,3042 4,76 4,25 0,51
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sl S
tlags (16) Blazeiwdl &1 ¢l yddl &yl jlawl Jul=s 3.1.2.2
bl Slasll @ gaiuay Lolell A o¥l clpddl bl sede Hlawd J1 (12) Jousll ada
ol Lays s @3 s 06 Jgull Jasy o> (Nasdag-100 ,-i56) QQQ 9 (S&P 500 ,-45s) SPY
"Théta Decay" a3l dole Jaz; Lo <2025 43l 4 § (5T lags 16 uay Lzeodho (o159 2024 oy 19
Shlell i Aulasll Goudl slawd (e 2885 Llae e Wlidos dotay Lapaud @ bowl> |yaic
I SPY Bguine @ud Awdlly (Black-Scholes) G.S}Aji plaseiul Lgusell &lasdl Aagally

oo J81 dpaiddl yan ¥ ol 5ls 9o Y95 580 daitll au 93 5Ll 18 < Y90 586.1 )9 yau
4.0 5)u8 (5,5 4ny L) ;¥95 9.60 7390381 yase Loty 595 13.62 4l Bl yau09 (g y5all yaudl
6.66 7 3903l yassg ¥958.9 Gy yrun cJolaie HLis g 95585 daiall yaus 93 5Ll Lol .(S¥go
2wy ¥936.07 Boww yaus yuls o8 Mo3 590 Jaidl yau 93 sl Lol .(J¥9a 2.24 (5la) Moo
Ol M9 51416 588 saw LI &I QQQ S, 4t daddly el Y95 1.70 3)lay M9a 4.36 7 3gail
2.25 Bydy 493993 z3sail jag ¥9s 1218 Bgo yau oy 58 93 510 Jpasall yaw 93 5Ll
Gy ¥937.29 z3sail 2y ¥938.95 Gowe yauuy Jolata o5 515 dpaiadl yase 93 sl . Yoo
5.16 z 3903l yaug 5993 6.00 Ggwo yauy  puols M9 520 dpasall yawe 93 5Ll Lol Yo 1.66
z 331 slad (e el llused) ) G| slad o lileadl o op0 LasD . Y90 0.83 (3yay 9o

3903 do iy Les (el daudy clylsd) o Gowd) 00 J) s La (Black-Scholes)

(Black-Scholes) 7 3531 389 Logs 16 (3lamisel 13 Aoyl dipe iS5 & el e sl Hlawd 2(12) 0y Jguzd!

Company SRot Str’ike Time to Interest Volatility Market Black-Scholes|| Difference
rice | Price Maturity Rates Price Model (Mark -Mod)
586,1 580 0,04380561 || 0,00201506 0,2106 13,62 9,60 4,01
SPY 586,1 585 0,04380561 || 0,00201506 0,1700 8,9 6,66 2,24
586,1 590 0,04380561 || 0,00201506 0,1597 6,07 4,36 1,70
514,16 510 0,04380561 || 0,00201506 0,2323 12,18 9,93 2,25
QQQ 514,16 515 0,04380561 || 0,00201506 0,2173 8,95 7,29 1,66
514,16 520 0,04380561 || 0,00201506 0,1988 6 5,16 0,84
Average || 550,13 550 0,04380561 || 0,00201506 0,1981 9,28 7,16 212
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tlags (22) Blaseiwdl &l ol yddl &yl jlawl Jl=s 4.1.2.2

S e el (e Bgadl G ALl 959¥1 £9all (e 61y Sl 13 slaed (13) Jgusel (s
ShLaS 5 Cadiat @3« sda o o ((NVDA, MSFT, GOOG, AMZN, AAPL) 29 2lle
cBlazmiadl w5 o Laga 22 Be wlylsd) o) Woslaie SlyLaS 39 (Bywls LS 59 Al
woli G oa3ll il 3) 2025/01/10 ity Laodlo (gidsy 2024/12/19 esyliy Lay,m=s @3 Ay
.(0.06023272) 3laziuy!
(266.40) slawdl i awgio s o Alydl Aige 41 ¥ 2y9ll sladl alasdle (S
O3 559 yaw JBT Lol (193 (437.03) Alldly 6599 yase el (MSFT) 48,4 cais> adg (¥
Sl e Aol deaiall jlawd J) Jodsdl ada LS 1453 (130.68) alLls (NVDA) 45,4 o]
el o8 153 (266.23) Hlasdll s wsio il o> dulyudl Zige S, ol (e 2Ll
Sl dgais e ol 08 o (@ <T¥os (445) AL (MSFT) 4S8 ed sl 5lisell s yam
Sl § 4355 31 suslall ¥ aae Joazdl o WS T¥95 (131) aIL1s (NVDA) 45,4 ] sl
SISl gl oldas Lawgita 3l w89 8081 543 (0.0027707) g9lud (&J1g (Black-Scholes) 7 3guas]
& 4l L 5Ll (0.5666) ils > s el (NVDA) 88,4 w33 3] (0.34) dslyull dige
a3 ol (AAPL) 4S54 w33 On> (3 «J9¥ 5Lzl (0.3607) alldly (AMZN) 48,4 g U3
Logs (22) suell Alyll A i) el s Jasogio il adg GL 5Ll (0.2364) Allly
o> 3 (0.5666) aly Copm s e (NVDA) 4S5 @s 32> 3] <(0.346777) lazindl 75 G
parrd Bl yan Tt o0 U] (g (0.2364) wlldly clas sl (AAPL) 4S54 e (32>
(Black-Scholes) ¢ 35038 1ad L gauell culylied! slacel Iasogio aly o § 13995 (8.20) aly ul Ll
oo JBL (%100 ady) Shlsd) pear paady pody z3sai¥l ol 3 (e oy 1¥es (7.0077)
EA VS PO Gs}gﬁ’\ pgds Co (liall arer Jodd il sdag (Underprice) 3 gudl Lo yau
o] Byl s O (e Joi Loa (G gand ! Layase oo JBL (%100) daady 2slazkly 8yalidly 2yl
Al sda @ 7z 350N Gl @udt o e S el oyl
z39a3¥l jawy Geudl jass oy B8 awgie 81 i Aslarll wlyladl of dedeall o LS
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(Black-Scholes) 7 35l 389 Logy 22 (3lamiuel 13 Aoyl dipe iS5 el e sl Hlawd :(13) o) Jguzd!

Company sRot Str.ike Time to Interest Volatility Maf‘ket Black-Scholes|| Difference
rice Price Maturity Rates Price Model (Mark -Mod)
130,68 131 0,06023272 || 0,0027707 0,5623 7,05 6,55 0,50
NVDA 130,68 132 0,06023272 || 0,0027707 0,5666 6,65 6,10 0,55
130,68 133 0,06023272 || 0,0027707 0,5458 5,95 5,66 0,29
437,03 430 0,06023272 || 0,0027707 0,2593 14,92 12,44 2,48
437,03 435 0,06023272 || 0,0027707 0,2550 11,97 9,56 2,41
MeFT 437,03 440 0,06023272 || 0,0027707 0,2489 9,3 715 2,15
437,03 445 0,06023272 || 0,0027707 0,2487 7,25 519 2,06
188,50 185 0,06023272 || 0,0027707 0,3291 7,95 7,08 0,87
eO06 188,50 190 0,06023272 || 0,0027707 0,3115 5,07 4,49 0,58
223,29 220 0,06023272 || 0,0027707 0,3607 9,6 7,89 1,71
AMZN
223,29 225 0,06023272 || 0,0027707 0,3261 6,35 5,35 1,00
249,79 245 0,06023272 || 0,0027707 0,2577 8,95 8,21 0,74
AL 249,79 250 0,06023272 || 0,0027707 0,2364 5,7 5,43 0,27
Average 266,40 266,23 | 0,06023272 | 0,0027707 0,3467 8,20 7 1,20
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(Black-Scholes) 7 3531 399 Logy 30 (3lamiusl ol Ayl Aipe iS5 el e Lzl Hland :(14) o) Jguizd!

Comban Spot Strike Time to Interest Volatilit Market |Black-Scholes| Difference
pany Price Price Maturity Rates Y Price Model (Mark - Mod)
NVDA 130,68 132 0,08213552 || 0,00377823 0,5349 7,4 7,23 017
437,03 430 0,08213552 || 0,00377823 0,28 17,75 13,83 3,92
437,03 435 0,08213552 || 0,00377823 0,2616 14,15 11,01 3,14
MSFT
437,03 440 0,08213552 || 0,00377823 0,2487 111 8,59 2,51
437,03 445 0,08213552 || 0,00377823 0,2395 8,56 6,57 1,99
188,50 185 0,08213552 || 0,00377823 0,3434 9,25 7,93 1,32
GOOG
188,50 190 0,08213552 || 0,00377823 0,3117 6,05 5,37 0,68
223,29 220 0,08213552 || 0,00377823 0,3434 10,48 8,90 1,58
AMZN
223,29 225 0,08213552 || 0,00377823 0,3238 7,5 6,39 1,11
249,79 245 0,08213552 || 0,00377823 0,2457 9,65 9,10 0,55
AAPL
249,79 250 0,08213552 || 0,00377823 0,2274 6,43 6,37 0,06
Average 291,08 290,63 0,08213552 || 0,00377823 0,3054 9,84 8,23 1,54
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Market Price vs. Black-Scholes Model Price for Options
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(Black-Scholes) z 3531 389 Logy 31 $lamiul cld dulyull A §ouivo ol e lylisd| 5laied :(15) o8y Jguzd

Company |§P‘0t Str.ike Time to Interest Volatility Ma!'ket Black-Scholes|| Difference
rice || Price Maturity Rates Price Model (Mark -Mod)
586,1 580 0,08487337 || 0,00390418 0.1871 16,07 11,92 415
SPY 586,1 585 0,08487337 || 0,00390418 0.1799 12,90 9,10 3,80
586,1 590 0,08487337 || 0,00390418 0.1673 9,68 6,75 2,93
514,16 510 0,08487337 || 0,00390418 0.2313 16,04 12,94 31
QQQ 514,16 515 0,08487337 || 0,00390418 0.2254 13,15 10,35 2,8
514,16 520 0,08487337 || 0,00390418 0.2102 10 8,14 1,86
Average | 550,13 550 0,08487337 || 0,00390418 0,2002 12,97 9,86 3,10
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Compan Spot Strike Time to Interest Volatilit Market |Black-Scholes| Difference
ompany Price Price Maturity Rates Y Price Model (Mark -Mod)
NVDA 130,68 132 0,25735797 || 0,01183847 0,5806 14,9 13,39 1,51
437,03 430 0,25735797 || 0,01183847 0,288 29,6 21,86 7,74
MSFT
437,03 440 0,25735797 || 0,01183847 0,2734 23,4 16,77 6,63
188,50 185 0,25735797 || 0,01183847 0,3426 15,05 12,72 2,33
GOOG
188,50 190 0,25735797 || 0,01183847 0,3367 12,41 10,25 2,16
223,29 220 0,25735797 || 0,01183847 0,3688 18,55 14,62 3.93
AMZN
223,29 225 0,25735797 || 0,01183847 0,365 16 12,18 3,82
249,79 245 0,25735797 || 0,01183847 0,2679 16,33 14,25 2,08
AAPL
249,79 250 0,25735797 || 0,01183847 0,2601 13,4 11,66 1,74
Average 258,65 257,44 | 0,25735797 | 0,01183847 0,3425 17,73 14,18 3,55
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Goadl yau e 3yd ol Lol Y93 817 $olun gl e s e Jolazll [l ells § 4,
Byl ya ] 3891 ay 51015 1,993 5.88 1Ll (QQQ) Bomtive s e il 5Lzl § oIS
(Black-Scholes) z 35031 339 Lags 94 (3lamiul old dwlyudl Live Fouino ml e Sl slawl :(17) 08, Jguz!!

Company SRot Str’ike Time to Interest Volatility Market Black-Scholes|| Difference
rice | Price Maturity Rates Price Model (Mark -Mod)
586,1 580 0,26009582 || 0,01196441 0,1959 27,36 18,98 8,38
SPY 586,1 585 0,26009582 || 0,01196441 0,1929 24,43 16,26 8,17
586,1 590 0,26009582 || 0,01196441 0,1848 21,06 13,81 7,25
514,16 510 0,26009582 || 0,01196441 0,2456 28,51 21,6 6,91
QQQ 514,16 515 0,26009582 || 0,01196441 0,2398 25,44 19,06 6,38
514,16 520 0,26009582 || 0,01196441 0,2349 22,61 16,73 5,88
Average | 550,13 550 0,26009582 || 0,01196441 0,21565 24,90 17,74 7,16
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csuza yaue Jel (MSFT) e e bl 5Ll i Coo oz 390 pau e duas 1a¥l Gubaing
13993 (11.86) a3 (GOOG) o e Jalazll HLesell yau il o Loy (13995 (24.63) ALy
Szl aeazd (Black-Scholes) 7 3gail yasog Godl yau (y 3yall dallall @uall Lasvsio aly adg
ks 61 ¥) Lrasd (oo JBL Slaedll ppiat) dlie (o mb ) e 235081 0 goay g1 81 (13993 (4.97)
3838 o e ) 1 Ll 0l s bl sdd Gsadl yam e T i 33 3 [lasdd
el gl ya e am¥l aay sl 195 (9.07) By Bodl yaus e 3y8 el 33>
0 O3 Bl yase (ye 3yé ol Lal 1955 (7.96) sy el s e 53T sl sl Ll 213 &
Byl ya ] 5,391 ay sy T¥93 (1.97) 1Ly (AAPL) 48,4 o e Jalaill 5Ll G
(Black-Scholes) 7 3531, oj.a.wl\ oyl JSJM\ B8 zus 9 1(58) oy i

Pricing Difference Betwee

(MSFT)

=N Market and Black-Scheoles Model

jjjjjjjjjj

Pricng Oiference (Nerket - Model} in §

(Black-Scholes) 7 35431 389 Logy 1271 (3lazeiusl &3 Ayl dine 83 el e bl Hlawd :(18) o3y Jguzd!

Company SRot Str’ike Time to Interest Volatility Market Black-Scholes|| Difference
rice | Price Maturity Rates Price Model (Mark -Mod)
437,03 430 0,33127995 || 0,01523888 0,2911 33,7 24,63 9,07
437,03 435 0,33127995 || 0,01523888 0,2785 29,95 21,99 7,96
MeFt 437,03 440 0,33127995 || 0,01523888 0,2718 26,9 19,54 7,36
437,03 445 0,33127995 || 0,01523888 0,2687 24,35 17,30 7,05
188,50 185 0,33127995 || 0,01523888 0,3597 17,68 14,31 3,37
eO00 188,50 190 0,33127995 || 0,01523888 0,3412 14,5 11,86 2,64
223,29 220 0,33127995 || 0,01523888 0,3565 20,35 16,52 3,83
AMZR 223,29 225 0,33127995 || 0,01523888 0,3578 18,05 14,09 3,96
249,79 245 0,33127995 || 0,01523888 0,2703 18,5 16,00 2,50
APL 249,79 250 0,33127995 || 0,01523888 0,2600 15,4 13,43 1,97
Average | 307,12 | 306,5 | 0,33127995 || 0,01523888 0,3055 21,93 16,96 4,97

Python 4y il yiee Jl oLl oLl sluce] (e 1 yiall




260 Al el

tlags (185) 3lasiwdl &3 ¢y il &yl jlasl Juls 10.1.2.2

el (30 05 e Lialyl @5 c 9080 1 5l e guo] o] Auliimss 2ulys (19) Jgad! Jobidy
s Aylaitl Aayall pamtd &ylae 815K (Black-Scholes) z3gail alusiul @3 2l o, a0
saall oda aren Lodlio U165 . 2024 saws 19 ol Sl udgadl Laylasels Lasylaag ol sl
Loall Cariias @3 ady Aiadl (e ¢ 528 (0.5065) 5yu8 d>ga 3lamil (po3 Jilas Lea cligy 185 |
Les «(ATM) clslaia ylusg «(OTM) Byals s 04 5 ((ITM) Zmyly llus 05 Joid) Ayliny
gl S Calize g 7 39ai¥l oo Jold pazd olyr] midy

(291.08) (g y9all yaudl basugio ply s (DA ilareds § idly (b wlan cJgual paz=d e
Lol Godl 2535 LuSay Low (1995 (437.03) i (MSFT) 48, e (399 o el Uzmleg T¥oo
Loigio uSay Jillg T¥93 (130.68) e (6598 yase oT (NVDA) 3838 s dorae Loy el 3
deais paw el o LoDy agaall sl die o pailudl caladgs [¥9s (290.63) AL dpaiall jlawd
i yae 3T of o G (MSFT) s e B anlsedl i) asl Uasye 0 Tgs (445) L1
paloll Blatll misgs Lo 925 «(GOOG) e e mly sls cuai oo 0 T¥9s (185) &Ll
oo JUs 3l Juas sleiel @ oz 3said Busll e ALl pasey Leud oy et b)Y
il aad el Lol agail) 2esll Aaidll Gl 3 Blud] (s e (0.0232) wie cols oLzl
dl s Lee ((0.5493) sie s Sotun el (NVDA) 3834 e ylal 139 .(0.3274) dlasgio
oo ol e Lehls 3dke g oyl Ly 50 Lo 509 o alas 85 lselly ool e Ay g Las)|
oyaas § g lydtel e Jus Las (0.2642) wie (i (Ggiuws 5T (AAPL) @ms Jes U3

Az iie dypaud Byzmd 3929 (pe gl Aplatll Hlauly Audasll Gl Hlasl (e 2laL) s 28
Sl I 2 3901 2 s Jogil T)93 (21.47) slia 1995 (27.07) Gaaad! yaso o sgio aly g
Ldgudl Lpaud oo JBL (%100 Awdy) olylese! pee> p2uds alé (Black-Scholes) G.Sj.a.ﬂ o
¢ owball C.Syefa’\ LeanSian ¥ 2 ya s 9dke 28L5Y Jiay G9! ol JI_wéd dedidl s .(Underprice)
Jeloes 2 d8Gy el liatie das Sladys of o petiadl Slbgine Jio Jalye ore Al 0SS 43
uill B L Laoey Loo (T390 (1.83) Rowds 3,8 Lasogia 3ol yelsl slazll el sl o ulag yall
235091 8: a8 o e 1da Jug (10995 6.57) 8,selsed] o3 (13995 6.33) Al J1 Ll Lels o6, lall
Asbaall bl s e Lebgiuw el (3 0sSG



261 el ) el Sl

e $laig Gaw yau el (MSFT) e e Il 5Ll 3 Almad) Sgamill mall wpaio e
o e bl ! Jomse (Jolall 8. Jlsidl e 193 (30.77) 5 17495 (40.00) Zasds cslgae >
03993 (5.60) iy gy o yaaadl o Blall 3,0l Iasogio o) 20y lailly A gaedl @uall sl (GOOG)
Skl @ 8yg00 ST Bl i s By 7z 39.03¥19 Ggand| 0l (s (§ra92 Byl 929 UShy
bl meanll e wag ¥l dlazy Lo 3995 (10.35) Zasdy 3,3 el 3a> oIl (MSFT) e al 1
Anas U Yies Jy¥95 (0.95) dawds 3,5 ol Jzew (NVDA) oeand Jolaall L) o8 (Jslall g9

Aall oda (3 7 350¥l9 Boad! O ¥ Al Ay ppaad) 85 LaST)

bl 2y Laidl jla sty Boudl Hlawd oy a8Mall (Heatmap) 4,1y dlasy5 :(59) oy JSCI

Heatmap: Market Price vs. Black-Scholes Model vs. Difference »
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(Black-Scholes) 7 35031 389 Logy 185 (3lamiusl =13 Ayl dine i8S, el e bl Hlasd :(19) o3y Jguzd!

Company §P.0t Str.ike Time to Interest Volatility Market Black-Scholes|| Difference
rice Price Maturity Rates Price Model (Mark -Mod)

NVDA 130,68 132 0,5065024 | 0,02329911 0,5493 20,35 19,40 0,95
437,03 430 0,5065024 | 0,02329911 0,2751 40 30,77 9,23
437,03 435 0,5065024 | 0,02329911 0,2832 38,48 28,13 10,35
MoHt 437,03 440 0,5065024 | 0,02329911 0,2742 35 25,65 9,35
437,03 445 0,5065024 | 0,02329911 0,27 32,2 23,33 8,87
188,50 185 0,5065024 | 0,02329911 0,3548 21,63 17,75 3,88
eoo0 188,50 190 0,5065024 | 0,02329911 0,3364 18,3 15,30 3,00
223,29 220 0,5065024 | 0,02329911 0,3654 25,85 20,60 5,25
AMZR 223,29 225 0,5065024 | 0,02329911 0,3611 23,25 18,17 5,08
249,79 245 0,5065024 | 0,02329911 0,2685 22,8 19,86 2,94
AL 249,79 250 0,5065024 | 0,02329911 0,2642 20 17,29 2,71
Average 291,08 290,63 0,5065024 | 0,02329911 0,3274 27,07 21,47 5,60
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Options Contracts
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Analysis of Pricing Discrepancy: Market vs. Black-Scholes Model
Black-Scholes Model Price

@® Market Price
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Each line represents the pricing gap for an option
The length of the line shows the magnitude of the model's underpricing
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Python dza y Sl yea ) SLiwdl Ll slue| (o 2 yusall

(Black-Scholes) 7z 3531 339 Logy 242 (3lamiusl 13 Ayl dine iS5 @l e Shlisedl Hlas :(20) o3y Jgizd!

Compan Spot | Strike Time to Interest Volatilit Market |Black-Scholes| Difference
PAY | price || Price Maturity Rates 4 Price Model (Mark -Mod)
437,03 430 0,66255989 || 0,03047775 0,2789 471 36,14 10,96
437,03 435 0,66255989 || 0,03047775 0,285 45,45 33,48 11,97
MSFT
437,03 440 0,66255989 || 0,03047775 0,2773 42 30,95 11,05
437,03 445 0,66255989 || 0,03047775 0,2791 39,95 28,57 11,38
188,51 185 0,66255989 || 0,03047775 0,3612 25,4 20,62 4,78
GOOG
188,51 190 0,66255989 || 0,03047775 0,3368 21,6 18,17 3,43
223,29 220 0,66255989 || 0,03047775 0,3659 30 24,01 5,99
AMZN
223,29 225 0,66255989 || 0,03047775 0,3612 27,35 21,57 5,78
249,79 245 0,66255989 || 0,03047775 0,2642 26,17 2317 3,00
AAPL
249,79 250 0,66255989 || 0,03047775 0,2589 23,24 20,58 2,66
Average 307,13 || 306,5 || 0,66255989 || 0,03047775 0,30685 32,826 25,726 71
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Pricing Gap Analysis: Market Price vs. Black-Scholes Model
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(Black-Scholes) 7z 35031 389 Logy 277 (3lamiesl &3 Ayl dige iS5 el e bl Hlasd :(21) o3y Jguzd!

Compan Spot Strike Time to Interest Volarilit Market |Black-Scholes| Difference
ompany Price Price Maturity Rates ° 4 Price Model (Mark -Mod)
NVDA 130,68 132 0,75838467 | 0,03488569 0,5458 25,43 24,44 0,99
437,03 430 0,75838467 | 0,03488569 0,2725 50,2 39,48 10,72
MSFT
437,03 440 0,75838467 | 0,03488569 0,274 45,49 34,25 11,24
188,50 185 0,75838467 | 0,03488569 0,3402 26,13 22,36 3,77
GOOG
188,50 190 0,75838467 | 0,03488569 0,3281 23 19,91 3,09
223,29 220 0,75838467 | 0,03488569 0,36 32 26,07 5,93
AMZN
223,29 225 0,75838467 | 0,03488569 0,3589 29,6 23,63 5,97
249,79 245 0,75838467 | 0,03488569 0,2709 28,95 25,21 3,74
AAPL
249,79 250 0,75838467 | 0,03488569 0,2551 2512 22,61 2,51
Average 258,65 257,44 | 0,75838467 | 0,03488569 0,3339 31,76 26,44 5,32
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Laser QQQ dodive yi5e e oug¥! goidl e sl @bl 25 (22) Joaddl (2 yatu
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(OTM) ;s 5Lz 9 (ATM) Jslase sl (ITM) mly sles el ¥l Jaasd ol L) sda 595
((Black-Scholes) 7z 3530 &lae ¥ el sid Gaud! pnud 44,8 Joo AalSia 55y 95, oo
bl arezd Y95 514.16 wie L5 (Spot Price) ydgell g sall yaudl O Julmddl dlast i
15295520 9 ¢ (Jolaall HLesell) 5955159 () Hleell) @ldon 510 (& oyl ot duaiad] e
3929 Aasdle as ¢(0.03501164) il Jbolell (e JLs 8518 Jons ) et diluagy . (el Hlil))
Loy «(0.2416) Awds das el bl ) Jw Cus s SO dalises (Volatility) ldas
(0.2339) deady ¥ clandl Jolazl) Lt Jaxess
Shlesd) prar saudy Qg pody Cus Braluay Axidly dyrw Bemd 3929 (e Julmall 2 dS
48.62 Gguudl yau lawsie ply (Black-Scholes) 73l Lmay &1 clls oo (el daydy 25
Lbososio gl GI1 Bozall ol fadd 1395 38.34 735 (gylatll jaudl lnvgio by Loy c3¥g0
gl sdd (Underprices) aulaall Zasall (po Jlay 7 3gaidl (3 0S5 195 10.28
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Waterfall Analysis of QQQ Option Pricing

Total: $51.08 B Black-Scholes Price

50 ml:h&gg%gmmium (Gap)

Total: $47.94

+%$10.12

+$9.64

+$11.09

40

w
(=]

Price ($)

N
(=}

10

In-the-Money
(Strike $0 510

Qut-of-the-Money
(Strike $0 510
1 515 1 515

Qut-of-the-Money
(Strike $0 510
1 515
2 520 2 520 2 520
Name: Strike Price, dtype: int64) Name: Strike Price, dtype: int64) Name: Strike Price, dtype: int64)

(Black-Scholes) z 35ail (339 Lags 278 $lamiul ld Ayl dipe Goine meel e ilylisd! slal :(22) o0y Jguzd!

Compan Spot || Strike Time to Interest Volatilit Market |Black-Scholes| Difference
PaNY | price | Price Maturity Rates 4 Price Model (Mark -Mod)
514,16 510 0,76112252 || 0,03501164 0,2375 51,08 40,96 10,12
QQQ 514,16 515 0,76112252 || 0,03501164 0,2339 47,94 38,3 9,64
514,16 520 0,76112252 || 0,03501164 0,2416 46,86 35,77 11,09
Average 514,16 515 0,76112252 || 0,03501164 0,2376 48,62 38,34 10,28
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L2y ,m5 @3 SPY Bgine e e Zngigl elpd s 03 (e Aegazme Julmill i (o, aiu
(0.76386037) wic 3lazmiadl] aall (o3l sz Len <lagy 279 ay Greiwds 2024/12/19 fslay
s <(OTM) ysls 5lisg ((ATM) Jalaze 59 ((ITM) gl sl DIl el cllsd) sda Jass
(23) Jgamtl § usse 3o LS Aalill el s i Boadl paud 48T 3485 Jeloety mased
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SPY Options: Grouped Bar Chart Analysis (Final Corrected Version)

60

50

Price ($)
w
o

Gap = $13.22

$50.29

In-the-Money
(Strike $580)

Gap = $11.06

$45.21

At-the-Money
(Strike $585)

s Market Price

el el

W Black-Scholes Price

Gap = $10.53

$41.92

Out-of-the-Money
(Strike $590)

Python dzmayy Ol yia dl oLl oLl slue) oo s ysall
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Compan Spot || Strike Time to Interest Volatilit Market |Black-Scholes| Difference
PANY I price || Price Maturity Rates Y Price Model (Mark -Mod)
586,1 580 0,76386037 || 0,03513758 0,1927 50,29 37,07 13,22
SPY 586,1 585 0,76386037 || 0,03513758 0,1804 45,21 3415 11,06
586,1 590 0,76386037 || 0,03513758 0,1769 41,92 31,39 10,53
Average 586,1 585 0,76386037 || 0,03513758 0,1833 45,80 34,20 11,60
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¥l OIS Aayks Loa (teddte atiuld (tiumeie plideiuls 34339 (guyms S Layyuas o
Sl Aagas wlily e pudskll ool Gadat @5 18y (NLS) dudasdl ae Sila, bl 2askag (MLE)
Byalas ol (e Bodaze lamil fulys Blelyeny Byl e wals Ao bl Aulaall ol
e oY Ul 380 Bgad! @ Leall oldatl) Sealnadl Saludl 28, (uSay Loy 739031
hlsd) sl de o z35a¥l Gl e e uesd) Slalall (o &alae IS paad 391 dulys
z 35039 Halawe laona Lo el Loy g 5o¥!

NLS 9 MLE adsybs it z 350 ool clebaall 2lg fiall muall s g0:(24) oy Jouz!!

SPY

Parameters

Initial
Variance

Rate Of
Reversion

Long-Run
Mean

Volatility Of

Correlation
Coefficients

MLE Values

0.0366780679

0.4995600378

0.0526065355

0.4629220242

-0.8784470696

NLS Values

0.0360941970

3.2060669736

0.0459278079

0.6144157328

-0.6652976832

QQQ

MLE Values

0.0576538208

4.1702381006

0.0641307368

0.7681275276

-0.6885934018

NLS Values

0.0556815650

3.5249792713

0.0610468727

0.5300349039

-0.6853953773

NVDA

MLE Values

0.3012104672

0.001

0.0471035535

0.6537130808

0.00

NLS Values

0.3017361376

0.6611402429

0.10

0.1019584836

-0.3769650742

MSFT

MLE Values

0.0771265993

0.001

0.0439433725

0.0330113822

+0.9973335290

NLS Values

0.0769200376

2.5002869596

0.0399660043

0.0505711436

-0.8051885742

GOOG

MLE Values

0.1242237775

0.001

0.0564513212

0.5815840415

-0.8208437187

NLS Values

0.1268941801

3.3211244457

0.0993215006

0.28270900811

-0.9335825899

AMZN

MLE Values

0.1312159546

1.1377200079

0.001

0.1574284061

0.00

NLS Values

0.1317126309

3.2086445465

0.0781161052

0.0632845453

-0.9438359375

AAPL

MLE Values

0.0685948958

0.001

0.0671280587

0.1474723483

-0.9862708512

NLS Values

0.0690203706

2.7309898872

0.0515315184

0.2107395510

-0.8753728108
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Market Price vs. Heston Model (MLE & NLS) Prices
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Company SRot Stliike Time Fo Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
58609 | 580 | 000273785 || 0,00012594 || 0,2050 6,1 608834432 | 001165568 6,0726642 0,0273358
SPY 58609 | 585 | 000273785 || 000012594 || 01587 2,54 2,20476644 | 033523356 | 2,18285706 | 0,35714294
| 586,09 H 590 H 0,00273785 H 0,00012594 H 01793 H 0,78 H 021622894 H 0,56377106 H 0,19709293 H 0,58290707
51416 || 510 | 000273785 || 000012594 | 03187 5,89 480974955 | 1,08025045 | 475125564 | 1,13874436
QQqQ | 51416 || s15 | 000273785 | 000012594 | 02837 2,65 1,63708009 || 1,01291991 1,5876706 1,0623294
51416 || 520 | 000273785 || 0,00012594 || 0,2699 0,88 0,30356491 0,57643509 02851736 05948264
| 130,68 H 131 H 0,00273785 H 0,00012594 H 06243 H 1,55 H 1,33783681 H 0,21216319 H 1,33904454 H 0,21095546 |
NVDA | 130,68 H 132 H 0,00273785 H 0,00012594 H 0,6044 H 1,08 H 093195421 H 0,14804579 H 093261523 H 014738477 |
| 130,68 H 133 H 0,00273785 H 0,00012594 H 0,5983 H 0,74 H 062589585 H 011410415 H 062603266 H 011396734 |
| 437,03 H 430 H 0,00273785 H 0,00012594 H 05523 H 9,28 H 7,43464994 H 1,84535006 H 7,43355066 H 1,84644934 |
| 437,03 H 4325 H 0,00273785 H 0,00012594 H 04387 H 6,65 H 5,19895405 H 1,45104595 H 5,1964301 H 1,4535699 |
| 437,03 H 435 H 0,00273785 H 0,00012594 H 03383 H 42 H 333579347 H 0,86420653 H 333205325 H 0,86794675 |
MSFT | 437,03 H 4375 H 0,00273785 H 0,00012594 H 0,3230 H 2,72 H 1,93702104 H 0,78297896 H 1,93259148 H 0,78740852 |
| 437,03 H 440 H 0,00273785 H 0,00012594 H 03151 H 1,64 H 1,02327136 H 0,61672864 H 1,01885566 H 062114434 |
| 437,03 H 4425 H 0,00273785 H 0,00012594 H 0,3087 H 09 H 054039418 H 0,35960582 H 053668268 H 036331732 |
| 437,03 H 445 H 0,00273785 H 0,00012594 H 03044 H 045 H 0,3754409 H 0,0745591 H 037293166 H 007706834 |
| 188,50 H 185 H 0,00273785 H 0,00012594 H 0,5011 H 419 H 3,8324006 H 03575994 H 3,82957947 H 0,36042053 |
GOOG | 188,50 H 187,5 H 0,00273785 H 0,00012594 H 04613 H 2,36 H 1,87787683 H 048212317 H 1,88964422 H 047035578 |
| 188,50 H 190 H 0,00273785 H 0,00012594 H 04255 H 1,04 H 0,69001597 H 0,34998403 H 0,71265889 H 032734111 |
| 223,29 H 220 H 0,00273785 H 0,00012594 H 05324 H 4,45 H 3,79670347 H 0,65329653 H 3,80234186 H 064765814 |
| 223,29 H 2225 H 0,00273785 H 0,00012594 H 0,4451 H 2,49 H 2,01710496 H 0,47289504 H 2,02169139 H 0,46830861 |
AMEZN | 223,29 H 225 H 0,00273785 H 0,00012594 H 04229 H 1,24 H 090181116 H 0,33818884 H 0,90289123 H 033710877 |
| 223,29 H 227,5 H 0,00273785 H 0,00012594 H 0,4030 H 0,49 H 0,38931296 H 0,10068704 H 0,38749926 H 0,10250074 |
| 249,79 H 245 H 0,00273785 H 0,00012594 H 03703 H 519 H 4,97886158 H 021113842 H 4,98273051 H 0,20726949 |
| 249,79 H 247,5 H 0,00273785 H 0,00012594 H 0,3309 H 3,1 H 2,65132997 H 0,44867003 H 2,65722967 H 044277033 |
AL | 249,79 H 250 H 0,00273785 H 0,00012594 H 0,2881 H 1,4 H 1,03003097 H 0,36996903 H 1,03487212 H 036512788 |
24979 || 2525 || 000273785 || 0,00012594 | 0,2663 0,44 028461315 | 015538685 | 028617442 | 0,15382558
Average | 341,10 | 341,14 | 000273785 || 000012594 || 03915 2,75 2,23892621 || 0518110827 || 2.233511666 || 0523525371
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AAPL 245.0

AAPL 2475

AAPL 250.0

AAPL 252.5

AMZLN 220.0

AMZN 2225

AMZN 225.0

AMZN 227.5

GOOG 185.0

GOOG 187.5

GOOG 190.0

MSFT 430.0

MSFT 4322.5

MSFT 435.0

MSFT 437.5

Call Options (Company & Strike Price)

MSFT 440.0

MSFT 442.5

MSFT 445.0

NVDA 131.0

NVDA 122.0

NVDA 1330

Heston Model Prices vs. Market Price for Call Options

<
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<>
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3 - In-the-Money (1TM)
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en MLE & NLS Modeals

z

6

a 10

Price (%)

(Heston) z 3sail (389 syl 8 Blamiusl cul3 Zulyudl die @l e illuzell Hlaw :(26) 0y Jguized|

Company S|:fot Stliike Time Fo Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| 130,68 H 131 H 0,00273785 H 0,00012594 H 06243 H 3,8 H 4,07511625 H -0,27511625 H 4,07758789 H -0,27758789 |
NVDA | 130,68 H 132 H 0,00273785 H 0,00012594 H 0,6044 H 33 H 362174342 H -0,32174342 H 36231074 H -0,3231074 |
| 130,68 H 133 H 0,00273785 H 0,00012594 H 0,5983 H 2,78 H 3,20513816 H -0,42513816 H 3,20531487 H -0,42531487 |
| 437,03 H 430 H 0,00273785 H 0,00012594 H 05523 H 11,45 H 11,1787659 H 02712341 H 11,1713164 H 02786836 |
| 437,03 H 4325 H 0,00273785 H 0,00012594 H 04387 H 9,28 H 9,62599198 H -0,34599198 H 9,61719543 H -0,33719543 |
| 437,03 H 435 H 0,00273785 H 0,00012594 H 03383 H 7,19 H 8,20908825 H -1,01908825 H 8,19903251 H -1,00903251 |
MSFT | 437,03 H 4375 H 0,00273785 H 0,00012594 H 0323 H 5,85 H 6,93071036 H -1,08071036 H 6,91955542 H -1,06955542 |
| 437,03 H 440 H 0,00273785 H 0,00012594 H 03151 H 45 H 5,79081238 H -1,29081238 H 5,77878241 H -1,27878241 |
| 437,03 H 4425 H 0,00273785 H 0,00012594 H 0,3087 H 3,4 H 4,78667966 H -1,38667966 H 4,77404831 H -1,37404831 |
| 437,03 H 445 H 0,00273785 H 0,00012594 H 03044 H 2,52 H 391311878 H -1,39311878 H 3,90018945 H -1,38018945 |
| 188,50 H 185 H 0,00273785 H 0,00012594 H 0,5011 H 5,7 H 5,94529348 H -0,24529348 H 5,94909531 H -0,24909531 |
GOOG | 188,50 H 187,5 H 0,00273785 H 0,00012594 H 04613 H 4,06 H 4,44596404 H -0,38596404 H 4,472919 H -0,412919 |
| 188,50 H 190 H 0,00273785 H 0,00012594 H 04255 H 2,69 H 31953744 H -0,5053744 H 3,24547539 H 10,55547539 |
| 223,29 H 220 H 0,00273785 H 0,00012594 H 05324 H 6,38 H 6,56194744 H -0,18194744 H 6,57455699 H -0,19455699 |
22329 || 2225 || 000273785 || 000012594 | 04451 4,74 516768526 | -0,42768526 || 517488367 | -0,43488367
AR 22329 || 225 | 000273785 || 000012594 | 04229 3,4 398163699 | -0,58163699 3,982862 -0,582862
22329 || 2275 || 000273785 || 000012594 | 0,403 2,32 2,99881014 | -0,67881014 || 2,9942691 -0,6742691
| 249,79 H 245 H 0,00273785 H 0,00012594 H 03703 H 6,63 H 6,71862199 H -0,08862199 H 6,73406772 H -0,10406772
24979 | 2475 || 000273785 || 000012594 || 03309 4,9 511039215 | -0,21039215 | 512266427 | -0,22266427
At 24979 || 250 | 000273785 || 000012594 | 0,2881 315 3,75091856 | -0,60091856 | 3,75851147 | -0,60851147
24979 || 2525 || 000273785 || 0,00012594 | 0,2663 1,95 2,64788395 | -0,69788395 | 2,65020411 | -0,70020411
Average | 28138 | 28147 | 000273785 | 000012504 | 04216 | 476 | 5326747311 | -056531874 | 5320792339 | -0,568363768
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Company S[{Ot Str.ike Time Fo Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)

58609 | 580 | 004380561 || 000201506 || 0,2106 1362 | 129206721 0,6993279 12,827253 0,792747

sPY 58609 || 585 || 004380561 | 000201506 | 0,170 89 995218241 || 105218241 || 984404051 || -0,94404051
58609 || 590 || 004380561 | 000201506 | 021597 6,07 7,3836525 13136525 || 726864415 | -1,19864415

51416 | 510 || 004380561 || 000201506 || 0,2323 12,18 12,548156 -0,368156 12,3966652 | -0,2166652

QQQ | 51416 || s15 H 0,04380561 H 0,00201506 H 02173 H 8,95 H 9,74678417 ‘ -0,79678417 H 9,65556826 H -0,70556826
51416 || 520 || 004380561 || 000201506 | 0,1988 6 7,333441 1333441 7,30839327 | -1,30839327
Average | 550,125 || 550 | 004380561 || 000201506 | 0,1981 928 | 9980814697 | -0,69414803 | 9,883427398 | -0,596760732
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Price Comparison: Market vs. Heston Models (Dumbbell Plot)

European Call Option

MSFT 430

MSFT 435

AMZN 220

MSFT 440

AAPL 245

GOOG 185

MSFT 445

NVDA 121

NVDA 132

AMZN 225

NVDA 133

AAPL 250

GOOG 190

<+
o
LR 2
L -

10

Price ($)

Price Type
Market Price

>

® Heston Model (MLE)
® Heston Model (NLS)

14

16

(Heston) z 393l 389 Lags 22 (3laziuel &3 Ayl dige oyl e @hlisedl Hlasd :(28) o8y Jguzd!

Company SROt Str'ike Time Fo Interest Volatility Maf’ket Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| 130,68 H 131 H 006023272 H 0,0027707 H 05623 H 7,05 H 6,85222558 H 019777442 H 6,85403059 H 0,19596941 |
NVDA | 130,68 H 132 H 006023272 H 0,0027707 H 0,5666 H 6,65 H 6,39664656 H 0,25335344 H 6,39663146 H 025336854 |
| 130,68 H 133 H 006023272 H 0,0027707 H 0,5458 H 5,95 H 5,96345418 H -0,01345418 H 5,96147492 H -0,01147492 |
| 437,03 H 430 H 006023272 H 0,0027707 H 02593 H 14,92 H 15,6650311 H -0,7450311 H 15,6485287 H -0,7285287 |
| 437,03 H 435 H 006023272 H 0,0027707 H 0,255 H 11,97 H 12,9048164 H -0,9348164 H 12,8847425 H -0,9147425 |
MSFT | 437,03 H 440 H 006023272 H 0,0027707 H 0,2489 H 93 H 10,4799487 H -1,1799487 H 10,4567989 H 1,1567989 |
43703 | 445 | 006023272 || 00027707 | 02487 7,25 838539115 | -1,13539115 || 835990352 || -1,10990352
18850 || 185 | 006023272 || 00027707 | 03291 7,95 842512726 | -047512726 8,4166521 -0,4666521
eo0e | 188,50 H 190 H 006023272 H 0,0027707 H 03115 H 507 H 5,7147129 H -0,6447129 H 5,78663856 H -0,71663856 |
| 223,29 H 220 H 006023272 H 0,0027707 H 03607 H 96 H 9,60919106 H -0,00919106 H 9,62102385 H -0,02102385 |
AR 22329 || 225 | 006023272 || 00027707 | 03261 6,35 711025464 | -0,76025464 || 710297137 || -0,75297137
24979 || 245 | 006023272 || 00027707 | 02577 8,95 907677714 | 012677714 | 909309297 | -0,14309297
APt 24979 || 250 | 006023272 || 00027707 || 0,2364 5,7 627974997 | -0,57974997 | 6,28228668 | -0,58228668
| Average | 26640 | 26623 | 006023272 | 00027707 | 03467 | 820 | 8681794357 | 0473332818 | 8681905855 | -0473444317
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035 Pricing Errors (Market Price - Model Price)
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Market Price vs. Heston Model Prices

18

12 1

Model Price ($)
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Heston MLE
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Ideal Fit (Price = Market)
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Market Price ($)
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Company S[{Ot Stliike Time To Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| NVDA ” 130,68 H 132 H 0,08213552 H 0,00377823 H 0,5349 H 74 H 7,57078557 H -0,17078557 H 7,56942083 H -0,16942083 |
| 437,03 H 430 H 0,08213552 H 0,00377823 H 0,28 H 17,75 H 17,6173221 H 01326779 H 17,59602 H 015398 |
| 437,03 H 435 H 0,08213552 H 0,00377823 H 02616 H 14,15 H 14,9036935 H -0,7536935 H 14,8784862 H -0,7284862 |
MSFT | 437,03 H 440 H 008213552 H 0,00377823 H 0,2487 H 1,1 H 12,4777472 H 1,3777472 H 12,4491001 H -1,3491001 |
| 437,03 H 445 H 0,08213552 H 0,00377823 H 0,2395 H 8,56 H 10,3354364 H 1,7754364 H 10,3040133 H 1,7440133 |
18850 || 185 | 008213552 || 000377823 | 0,3434 9,25 948810612 | -023810612 | 946966625 | -0,21966625
6o08 18850 || 190 | 008213552 || 000377823 | 03117 6,05 677612254 | -0,72612254 || 685393919 || -0,80393919
| 223,29 H 220 H 0,08213552 H 0,00377823 H 03434 H 10,48 H 10,9156057 H -0,4356057 H 10,9238201 H -0,4438201 |
A 22329 | 225 | 008213552 || 000377823 || 03238 7,5 843865895 | -0,93865895 | 842469012 | -0,92469012
24979 || 245 | 008213552 || 000377823 | 0,2457 9,65 101132802 | -0,4632802 101260297 || -0,4760297
At 24979 || 250 | 008213552 || 000377823 | 0,2274 6,43 7734947103 || -0,91947103 || 7.34696307 || -0,91696307
|Average ” 291,08 H 290,63 H 0,08213552 H 0,00377823 H 0,3054 H 9,84 H 10,54420266 H -0,696929937 H 10,54019535 H -0,692922624
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Company S[{ot Stliike Time To Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)

58609 || 580 | 008487337 || 000390418 | 0,1871 1607 || 165721926 || -0,5021926 16,3916255 -0,3216255

SPY 58609 || 585 | 008487337 || 000390418 | 021799 12,9 13,5849247 || -0,6849247 13,4219067 || -0,5219067

| 586,09 H 590 H 0,08487337 ‘ 0,00390418 H 01673 H 9,68 H 10,9020532 H 12220532 H 10,7545608 H -1,0745608

51416 || 510 | 008487337 || 000390418 | 0,2313 16,04 16,46932 -0,42932 16,337824 -0,297824

QQqQ | 51416 || 515 | 008487337 | 000300418 | 02254 13,15 13,63403 -0,48403 13,5878471 -0,4378471
51416 || 520 | 008487337 || 000390418 | 02102 10 11,08226 -1,08226 111219802 || -1,1219802

| Average ” 550,125 H 550 H 0,08487337 H 0,00390418 H 0,2002 H 12,97 H 13,70746342 H -0,734130083 H 13,60262405 H -0,629290717
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Absolute Pricing Error Comparison: MLE vs. NLS
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Market Price vs. Heston Model Calculated Prices
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Heston MLE Price
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Company Sp.ot Str'ike Time Fo Interest Volatility Maf’ket Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| NVDA ” 130,68 H 132 H 025735797 H 0,01183847 H 0,5806 H 14,9 H 13,9259658 H 0,9740342 H 13,9122018 H 09877982 |
| 437,03 H 430 H 025735797 H 0,01183847 H 0,288 H 296 H 28,6300496 H 0,9699504 H 28,5835143 H 1,0164857 |

MSFT 43703 | 440 | 025735797 || 001183847 || 02734 234 235551527 || -0,1551527 23,5007591 -0,1007591

18850 || 185 | 025735797 || 001183847 | 03426 15,05 15,3005803 -0,2505803 15,202515 -0,1525150

6o08 18850 | 190 | 025735797 || 001183847 || 03367 12,41 12,4962258 | -0,0862258 12,6007212 | -0,1907212

| 223,29 H 220 H 025735797 H 0,01183847 H 0,3688 H 18,55 H 18,1369881 H 04130119 H 18,1023431 H 0,4476569

AMZN 22329 || 225 | 025735797 |[ 001183847 | 03650 16 15,7189263 0,2810737 15,6482306 03517694

24979 || 245 | 025735797 || 001183847 | 02679 16,33 15,9744938 0,3555062 15,9448542 03851458

At 24979 | 250 || 025735797 |[ 001183847 || 0,2601 134 13,2392738 0,1607262 13,198862 0,201138

|Average ” 258,65 H 257,44 H 0,25735797 H 0,01183847 H 0,3425 H 17,73 H 17,4419618 H 0,295815978 H 17,4104446 H 032733319
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Comparison of Absolute Pricing Errors (MLE vs. NLS)
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Python 4y il yiee Jl oLl Ll sluce] (e 1 yiall

B Market Price

X

Heston MLE Price

== Heston NLS Price

04

Company SROt Str'ike Time Fo Interest Volatility Maf’ket Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| 586,09 H 580 H 0,26009582 H 0,01196441 H 0,1959 H 27,36 H 27,115748 H 0,2442520 H 26,8059158 H 0,5540842 |
SPY | 586,09 H 585 H 0,26009582 H 0,01196441 H 0,1929 H 24,43 H 23,9355695 H 0,4944305 H 23,7495784 H 06804216 |
| 586,09 H 590 H 0,26009582 H 0,01196441 H 0,1848 H 21,06 H 20,9001575 H 0,1598425 H 20,866718 H 0,1932820 |
51416 || 510 | 026009582 || 001196441 || 0,2456 28,51 27,4579788 1,0520212 27,4722709 1,0377291
QQqQ | 51416 || s15 | 026000582 | 001196441 | 02398 2544 | 245327262 0,9072738 24,6469187 0,7930813
51416 | 520 | 026009582 || 001196441 || 0,2349 22,61 21,7694031 0,8405969 21,9827442 0,6272558
| Average | 550,125 | 550 | 026009582 | 001196441 | 021565 || 2490 | 2428526385 || 0616402817 | 2425402433 | 0647642333
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Implied Volatility Skew for MSFT Options
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Heston Model Pricing Error vs. Option Moneyness
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Model Price vs. Market Price Comparison

350 @ Heston MLE
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Company S[{Ot Stliike Time To Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| 437,03 H 430 H 033127995 H 0,01523888 H 02911 H 33,7 H 32,3353741 H 1,3646259 H 32,2882004 H 1,4117996 |
| 437,03 H 435 H 033127995 H 0,01523888 H 02785 H 29,95 H 29,7119734 H 0,2380266 H 29,6614119 H 0,2885881 |
MSrT | 437,03 H 440 H 033127995 H 0,01523888 H 02718 H 26,9 H 27,2331003 H -0,3331003 H 27,1794091 H -0,2794091 |
| 437,03 H 445 H 033127995 H 0,01523888 H 0,2687 H 24,35 H 24,8974293 H -0,5474293 H 24,8409095 H -0,4909095 |
18850 || 185 | 033127995 || 001523888 || 03597 1768 || 17.1883248 0,4916752 17,0695563 06104437
6o08 18850 || 190 | 033127995 || 001523888 | 03412 14,5 14,3329168 0,1670832 14,458228 0041772
22329 || 220 | 033127995 |[ 001523888 || 03565 20,35 205024432 || -0,1524432 204557492 | -0,1057492
AMZN | 223,29 H 225 H 033127995 H 0,01523888 H 03578 H 18,05 H 18,0860536 H -0,0360536 H 18,0002014 H 0,0497986
24979 || 245 | 033127995 |[ 001523888 | 0,2703 18,5 17,9528684 0,5471316 17,9131552 0,5868448
At 24979 || 250 | 033127995 || 001523888 | 0,2600 154 15,1931006 0,2068994 15,148919 0,251081
Average | 307,128 || 3065 | 033127995 |[ 001523888 | 03055 | 21938 | 2174335845 || 0,19464155 21701574 0236426
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Distribution of Pricing Errors by Model

Pricing Error (Market - Model) ($)
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Company S[{Ot Stliike Time To Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| NVDA ” 130,68 H 132 H 0,5065024 H 0,02329911 H 0,5493 H 20,35 H 20,1536125 H 0,1963875 H 20,139987 H 0,210013 |
| 437,03 H 430 H 0,5065024 H 0,02329911 H 02751 H 40 H 40,5106212 H -0,5106212 H 40,4904465 H -0,4904465 |
| 437,03 H 435 H 0,5065024 H 0,02329911 H 02832 H 38,48 H 37,8406044 H 0,6393956 H 37,8199571 H 0,6600429 |
VSTt | 437,03 H 440 H 0,5065024 H 0,02329911 H 02742 H 35 H 35287837 H -0,287837 H 352668327 H -0,2668327 |
| 437,03 H 445 H 0,5065024 H 0,02329911 H 027 H 322 H 32,8515651 H -0,6515651 H 32,8303222 H -0,6303222 |
18850 || 185 | 05065024 || 002329911 | 0,3548 21,63 21,2668444 0,3631556 21,1294126 0,5005874
6o08 18850 || 190 | 05065024 || 002329911 | 03364 18,3 18,2811722 0,0188278 184814606 | -0,1814606
22329 || 220 | 05065024 || 002329911 || 03654 25,85 25,5828679 0,2671321 25,5408656 0,3091344
AMZN | 223,29 H 225 H 0,5065024 H 0,02329911 H 03611 H 2325 H 23,1457249 H 0,1042751 H 23,0608796 H 0,1891204
24979 || 245 | 05065024 || 002329911 | 0,2685 228 22,3576978 0,4423022 22,3244793 04755207
At 24979 || 250 | 05065024 || 002329911 | 02642 20 19,5095436 0,4904564 19,4917287 0,5082713
Average | 291,09 |[ 29063 | 05065024 || 002329911 | 03274 2707 || 2698073555 | 0097446273 | 2696148835 | 0116693464

Python &z &l yza )

LU Ll slue] oy iyl




299 re ) rdell S

tlags (242) Glasiwdl &3 ¢y il &yl jlasl Jels 11.2.2.2
S5 ayl gl e Aogogl el Sl Bydee pandd Aiade 3ulys JUWI b=l Ve Jolidy

2= Apple (AAPL) s Amazon (AMZN) «Google (GOOG) «Microsoft (MSFT) : & ¢S 22913385

2025/08/19 syl (355 9 2024/12/19 3 pusdsl! 23,5y Log 242 1 s Agho Blazeinel foylys
(ITM) &=y whls 05 dlasmll @uns 3 tiiaidl paud Leuddly Ladsn Cu> (0 ShlLsdl goils
(OTM) 3l Sllus Basyly ((ATM) dsaiddl a p0 Ly T by s

cdatll Cloln § 1nbie Uaas Jo¥1 Aligls eyl ydad « J2¥1 5 pund oLl § Lasdl Lo (uSay
duais Hlad Ayl e Aejolly (MSFT 4S54 o lylisey Ao el i) clilyy Jdxs dind L(IV) (Gasad|
"ATM" dalaie 3 cdanll (oalasily ey b Sale gillg cdgpall lantl Aaludy) baad yolay ¥ (Aalises
0.285 J) Suld aasyy JITM (Strike 430) sl 0.2789 e Tug calasll o) s .ondylall § delasyl
(Strike 445) 0.2791 wie yaiwng <0.2773 ] Strike 440 e a1, of «(Strike 435)

(MSFT) cidgaag Sian oo drasall il mio :(86) by JSAJI

Implied Volatility Skew for MSFT Options (Maturity: 242 Days)
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Absolute Pricing Error: Heston MLE vs. Heston NLS
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Comparison of Market Price vs. Heston Model Prices
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Company S[{ot Stliike Time To Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
| 437,03 H 430 H 0,66255989 H 0,03047775 H 02789 H 47,1 H 47,7076717 H -0,6076717 H 47,7450687 H -0,6450687 |
| 437,03 H 435 H 0,66255989 H 0,03047775 H 0,285 H 45,45 H 44,9685042 H 0,4814958 H 45,0093293 H 0,4406707 |
MSrT | 437,03 H 440 H 066255989 H 0,03047775 H 02773 H 42 H 42,3318435 H -0,3318435 H 42,3761129 H -0,3761129 |
| 437,03 H 445 H 0,66255989 H 0,03047775 H 02791 H 39,95 H 39,7972806 H 0,1527194 H 39,8449872 H 01050128 |
18850 || 185 | 066255989 || 003047775 || 03612 254 24,8100277 0,5899723 24,6629551 0,7370449
6o08 18850 || 190 | 066255989 || 003047775 | 0,3368 216 217060434 | -0,1060434 219703382 | -0,3703382
22329 || 220 | 066255989 || 003047775 || 03659 30 29,8930639 0,1069361 29,9012281 0,0987719
AMZN | 223,29 H 225 H 066255989 ‘ 0,03047775 H 03612 H 27,35 H 27,4169063 H -0,0669063 H 27,3825419 H -0,0325419
24979 || 245 | 066255989 || 003047775 || 02642 2617 | 26,3058591 -0,1358591 26,3069598 | -0,1369598
At 24979 || 250 | 066255989 || 003047775 | 0,2589 2324 | 233569898 | -0,1169898 233941154 | -0,1541154
Average | 307,128 | 3065 | 066255989 || 003047775 | 03068 | 32826 || 3282941902 | -000341902 | 32,85936366 | -003336366
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3D Plot of Option Prices vs Strike and Volatility
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Pricing Error by Option (Model Price - Market Price)
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Heatmap of Pricing Differences (Market - Model)
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Option Prices by Model Type and Strike
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Company SRot Stliike Time Fo Interest Volatility Market Heston Model Difference Heston Model Difference
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)

NVDA | 13068 || 132 | 075838467 || 003488569 | 0.5458 25,43 256179342 || -0,1879342 256363658 | -0,2063658
43703 || 430 | 075838467 | 003488569 || 02725 50,2 52,2750425 -2,0750425 52,3619101 -2,1619101

Vert | 437,03 H 440 H 0,75838467 H 0,03488569 H 0.2740 H 45,49 H 46,7888168 H -1,2988168 H 46,8884492 H -1,3984492
18850 || 185 | 075838467 || 003488569 | 0.3402 26,13 27,0580862 | -0,9280862 26,8898251 -0,7598251

6o08 18850 || 190 | 075838467 || 003488569 | 0.3281 23 238832719 || -0,8832719 241652392 | -1,1652392
22329 || 220 | 075838467 || 003488569 | 0.3600 32 32,5546891 -0,5546891 32,6158125 -0,6158125

AR | 223,29 H 225 H 0,75838467 H 0,03488569 H 0.3589 H 296 H 30,0470588 H -0,4470588 H 30,0674148 H -0,4674148
| 249,79 H 245 H 0,75838467 H 0,03488569 H 0.2709 H 28,95 H 288516778 H 0,0983222 H 28,880446 H 0,069554

AL | 249,79 H 250 H 0,75838467 H 0,03488569 H 0.2551 H 2512 H 25,8340986 H -0,7140986 H 259119198 H -0,7919198

| Average | 25865 | 25744 | 075838467 | 003488569 | 03339 || 3176 | 3254563066 | -0776741767 | 3260193139 | -0,8330425
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Spot Strike Time to Interest " Market || Heston Model Difference Heston Model Difference
Company . . K Volatility A
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
514,16 510 0,76112252 0,03501164 0,2375 51,08 53,547563 -2,467563 54,1108373 -3,0308373
QQQ 514,16 515 0,76112252 0,03501164 0,2339 47,94 50,7201418 -2,7801418 51,0370406 -3,0970406
514,16 520 0,76112252 0,03501164 0,2416 46,86 47,9959461 -1,1359461 48,047015 -1,187015
| Average | 51416 | 515 | 076112252 | 003501164 | 02376 || 4862 || 507545503 | -2127883633 | 510649643 | -2438297633
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Spot Strike Time to Interest " Market || Heston Model Difference Heston Model Difference
Company . . K Volatility A
Price Price Maturity Rates Price MLE (Mark — MLE) NLS (Mark — NLS)
58609 | 580 | 076386037 || 003513758 | 021927 50,29 547362562 | -4,4462562 | 546969713 | -4,4069713
SPY 58609 || 585 | 076386037 || 003513758 | 0,1804 45,21 510781098 | -58681098 || 51,3504042 || -6,1404042
| 586,09 H 590 H 0,76386037 H 0,03513758 H 0,1769 H 41,92 H 47,481531 H -5,561531 H 48,0821644 H -6,1621644 |
| Average | 58609 | 585 | 076386037 | 003513758 | 01833 | 4580 || 5100863233 || -5291965667 || 513765133 | -5,569846633 |
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(LSTM) z 3503l 389 19 p gy Blammiue 13 Aoyl Age wal e il Liell 5lanl 2(39) oy Szl

Company §P.0t Str.ike Time to Interest Volatility Market RNN . Difference
rice || Price Maturity Rates Price Model Price | (Mark - Mod)
586,09 580 0,00273785 | 0,00012594 0,2050 6,1 5,88307746 | 0,21692254

SPY 586,09 585 0,00273785 || 0,00012594 0,1587 2,54 2,47093500 || 0,06906500
586,09 590 0,00273785 || 0,00012594 0,1793 0,78 0,75133003 || 0,02866997

514,16 510 0,00273785 || 0,00012594 0,3187 5,89 5,56628326 | 0,32371674

QQQ 514,16 515 0,00273785 | 0,00012594 0,2837 2,65 2,55946696 | 0,09053304
514,16 520 0,00273785 | 0,00012594 0,2699 0,88 0,84694679 | 0,03305321

130,68 131 0,00273785 || 0,00012594 0,6243 1.55 1,41718945 | 0,13281054

NVDA 130,68 132 0,00273785 || 0,00012594 0,6044 1,08 0,98355995 || 0,09644005
130,68 133 0,00273785 || 0,00012594 0,5983 0,74 0,66948929 || 0,07051071

437,03 430 0,00273785 || 0,00012594 0,5523 9,28 8,08370684 || 0,29629316

437,03 || 432,5 | 0,00273785 || 0,00012594 0,4387 6,65 6,37356039 || 0,27643961

437,03 435 0,00273785 || 0,00012594 0,3383 4,2 4,01460947 || 0,18539053

MSFT 437,03 || 437,5 | 0,00273785 || 0,00012594 0,3230 2,72 2,71738563 || 0,00261437
437,03 440 0,00273785 || 0,00012594 0,3151 1,64 1,62525891 || 0,01474109

437,03 || 442,55 | 0,00273785 || 0,00012594 0,3087 0,9 0,87970365 || 0,02029635

437,03 445 0,00273785 || 0,00012594 0,3044 0,45 0,44516703 || 0,00483297

188,50 185 0,00273785 || 0,00012594 0,5011 4,19 4,10363587 || 0,08636413

GOOG 188,50 || 187,5 || 0,00273785 | 0,00012594 0,4613 2,36 2,16368183 | 0,19631817
188,50 190 0,00273785 || 0,00012594 0,4255 1,04 1,02649816 | 0,01350184

223,29 220 0,00273785 || 0,00012594 0,5324 4,45 4,24242132 || 0,20757868

223,29 || 222,5 || 0,00273785 | 0,00012594 0,4451 2,49 2,37723729 || 011276271

AMZR 223,29 225 0,00273785 || 0,00012594 0,4229 1,24 1,1817549 0,05824510
223,29 || 227,5 || 0,00273785 | 0,00012594 0,4030 0,49 0,47527649 || 0,01472351

249,79 245 0,00273785 || 0,00012594 0,3703 5,19 4,75921481 || 0,43078519

249,79 || 247,5 || 0,00273785 | 0,00012594 0,3309 3.1 2,85449649 || 0,24550351

AP 249,79 250 0,00273785 || 0,00012594 0,2881 1,4 1,33087235 || 0,06912765
249,79 || 252,5 || 0,00273785 | 0,00012594 0,2663 0,44 0,42396349 || 0,01603651

Average | 341,10 | 341,14 | 0,00273785 || 0,00012594 0,3915 2,75 2,63432307 || 0,12271395
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Chart 2: Pricing Difference (Market - Model)
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Company §P.0t Str.ike Time to Interest Volatility Market RNN ‘ Difference
rice || Price Maturity Rates Price Model Price || (Mark - Mod)

130,68 131 0,02190281 | 0,00100753 0,5123 3,8 3,76917883 || 0,03082117

NVDA 130,68 132 0,02190281 || 0,00100753 0,506 3,3 3,23794326 || 0,06205673
130,68 133 0,02190281 || 0,00100753 0,4918 2,78 2,68221181 || 0,09778819

437,03 430 0,02190281 || 0,00100753 0,2893 11,45 11,3004268 || 0,14957322

437,03 || 432,5 || 0,02190281 || 0,00100753 0,2637 9,28 8,87245021 || 0,40754979

437,03 435 0,02190281 || 0,00100753 0,2376 719 6,87358962 || 0,31641038

MSFT 437,03 || 437,5 | 0,02190281 || 0,00100753 0,2354 5,85 5,83785803 || 0,01214197
437,03 440 0,02190281 || 0,00100753 0,2264 4,5 4,47970263 || 0,02029737

437,03 || 442,55 | 0,02190281 || 0,00100753 0,2203 3,4 3,35529716 || 0,04470284

437,03 445 0,02190281 || 0,00100753 0,2161 2,52 2,5088921 0,0111079

188,51 185 0,02190281 || 0,00100753 0,3337 5,7 5,52992913 || 0,17007087

GOOG 188,51 || 187,5 | 0,02190281 | 0,00100753 0,318 4,06 4,02452027 || 0,03547973
188,51 190 0,02190281 || 0,00100753 0,3026 2,69 2,60602802 || 0,08397198

223,29 220 0,02190281 || 0,00100753 0,3473 6,38 6,15942036 || 0,22057964

223,29 | 222,5 | 0,02190281 || 0,00100753 0,3291 4,74 4,59424193 || 0,14575807

AMZR 223,29 225 0,02190281 || 0,00100753 0,3172 3,4 3,30672111 || 0,09327889
223,29 | 227,5 | 0,02190281 || 0,00100753 0,3068 2,32 2,25895638 || 0,06104362

249,79 245 0,02190281 || 0,00100753 0,2571 6,63 6,37406176 || 0,25593824

249,79 | 247,5 | 0,02190281 || 0,00100753 0,2478 4,9 4,68911705 || 0,21088295

AP 249,79 250 0,02190281 || 0,00100753 0,2204 3,15 3,04061754 || 0,10938246
249,79 || 252,5 | 0,02190281 || 0,00100753 0,2102 1,95 1,86162601 || 0,08837399

Average | 281,38 | 281,47 | 0,02190281 || 0,00100753 0,3042 4,76 4,63632333 || 0,12510523

Python 4y il yiee J) oLl Ll sl (o 1 yiuall




314 Al el

Logs (16) Blasmiwd! &3 ol il olyles jlasd Juloes 3.3.2.2
35051 @ s G52 sgend e 2 i (41) Joadl @ Aeuall @il Geall JUI bl o
9 SPY (gydiga e Augygdl el pidl eyl et spmad § iy 6l (LSTM duaall a4
pylare! Sy ¥ Lo 529 ¢8ysS bl Aradl el puan 3 Adsdoll b gud) Lrayd (o U3 daydy QQQ
i) (508 Aoladl) Byl SLSalind z 39038 od § s I tda Blosl s Wty (s
dole axdlan 3 7350381 sound 3« V90 0.205 dlawwgio pliy 1 pllasll Gylall i Geymys ASY)
Loy &I (Volatility Risk Premium) cdasdl Jblses 8eMle paudy clagdul e s3=e gST cdasd!
sbles dess dilas whlsd) gaily dullay (asgad (2 Bl 0d¢d cBoudl jais 3 Gg0pdedl Ol
Bylolsell (o gaills Alaiiye dwas Byalls (29 (L) Hloliea) Boud! (§ Lz Lally Aapall IS,
ULl e datai 315K diaglay (LSTM 3908l &uliatull 4S,2ll Slas| 2853 3520 LiesS (30 AST
Flezll GLud¥l seaidl lda b 3 Jiddy 48Ty daladl blas¥l waxs § Ggany A8 Akl
ALl sda =ty gl Cdadl Gotun B9 sl cladl eiiny @l adarll ol Cagslly
Bludl pue o) Eo (Volatility Skew) cdasll gxin e z3903¥ elol jaxd wic Filo 7oy
1l dlias o gy - (ATM) QQQ &l 9 (ITM) SPY &yt an aS¥1 Lgaall dalgy 3) - dilas
e (0 Aoyall Sl A8 agdie Jutad 9o Byblelly duaial) jaw on Adasdl 4 28Nt o]
oo i) 5auaT 5 g (o Jamy Law cLebgiuas el (3 (Vega) cdaall dpulull 0555 (ATM) JUI
4L (0. QQQ A & S Uil sy Lo 529 eyl yaadl e SY1 3¥) ) 2 30.05Y1 L8
Q@ S ) ey adg Y ISy Undsin g %0.2 fLdly posiad) 305Lall pas 0T @yg g5
ST Ll 13gam0 i (Lage 16) J2¥1 suad s yau (e (Rho) ;aldl andls 018 clildl 3392
(2 Brad il sda Jie @ U3 (o ea¥l odlsall 38 e () pus oo Aad oy
Glbas J) G 505 (Vega) cdadll yyuas 3 las iy caulall Basye (Théta) cdgll ST Jale 0580
Sl ey Bl Al 3. Gowedl yadl e CBlmi¥ e @Blay Les sl ST 1a dayd paas
G sloglaall 2uas 4@ Uy (gl xS Laad il 735a¥ jaug Goud) aw o Gylall J|
ST ladont Saoliyng (& peemd) Al 58 Goandl paudld 7 30as¥l LSliey Yy Boudl [ Sliay
a5 A lgsed (Sen ¥ Lliaiue lelo liey Jioy Lo g9 clogomill il L |9 midglinag (nSHLadl
JalSIL 4Sles o (sl )




315 * 2zl sl
Mwn (fi:?kj bf\) b,
-
- . K< A . . a S
63.,.‘..1\ DR C.Jﬁ.mﬁ\ B d\)_cu‘ Llhiss :(100) pﬁj JS...J!
Systematic Undervaluation: Mapping the LSTM Model's Price Deviation
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Company |§P‘0t Str‘ike Time to Interest Volatility Market RNN . Difference
rice || Price Maturity Rates Price Model Price |(Mark - Mod)
586,1 580 0,04380561 || 0,00201506 0,2106 13,62 13,1860743 || 0,43392568

SPY 586,1 585 0,04380561 || 0,00201506 0,17 8,9 8,61037178 | 0,28962822
586,1 590 0,04380561 || 0,00201506 0,1597 6,07 5,83830561 || 0,23169439

514,16 510 0,04380561 || 0,00201506 0,2323 12,18 12,0862775 || 0,09372252

QQQ 514,16 515 0,04380561 || 0,00201506 0,2173 8,95 8,79949139 || 0,15050861
514,16 520 0,04380561 || 0,00201506 0,1988 6 5,96853583 || 0,03146417

Average | 550,13 550 0,04380561 || 0,00201506 0,1981 9,28 9,08150940 || 0,20515726
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Pricing Discrepancy: Market Premium Over LSTM Model
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Python dzee yy il e J) SLiadl S Ll slae| (o 2 yuuall

(LSTM) 7 353l 389 Lo gy (22) (3lazmiunl ol 3 Al yud) A myal e L) jlase :(42) 03y Jgud

Company [S)opot Str’ike Time to Interest Volatility Market RNN ‘ Difference
rice | Price Maturity Rates Price || Model Price ||(Mark - Mod)
130,68 131 0,06023272 || 0,0027707 0,5623 7,05 6,83469049 0,21530951

NVDA 130,68 132 0,06023272 || 0,0027707 0,5666 6,65 6,32934965 0,32065035
130,68 133 0,06023272 || 0,0027707 0,5458 5,95 5,82211216 0,12788783

437,03 430 0,06023272 || 0,0027707 0,2593 14,92 14,5922973 0,32770267

437,03 435 0,06023272 || 0,0027707 0,255 11,97 11,7021408 0,26785917

MoHt 437,03 440 0,06023272 || 0,0027707 0,2489 9,30 8,92932891 0,37067109
437,03 445 0,06023272 || 0,0027707 0,2487 7,25 7,21099588 0,03900412

188,50 185 0,06023272 || 0,0027707 0,3291 7,95 7,59254107 0,35745893

eO06 188,50 190 0,06023272 || 0,0027707 0,3115 5,07 4,84716123 0,22283877
223,29 220 0,06023272 || 0,0027707 0,3607 9,60 9,39479194 0,20520806

AMER 223,29 225 0,06023272 || 0,0027707 0,3261 6,35 6,21468626 0,13531374
249,79 245 0,06023272 || 0,0027707 0,2577 8,95 8,49556748 0,45443252

APL 249,79 250 0,06023272 || 0,0027707 0,2364 5,70 5,57639612 0,12360388
Average | 266,40 | 266,23 | 0,06023272 || 0,0027707 0,3467 8,20 7,96477379 0,24368774
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Chart 1: Model Price vs. Market Price
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Company SRot Str’ike Time to Interest Volatility Market RNN . Difference
rice | Price Maturity Rates Price Model Price |(Mark - Mod)
NVDA 130,68 132 0,08213552 || 0,00377823 0,5349 7,4 7,24842110 0,1515789
437,03 430 0,08213552 || 0,00377823 0,28 17,75 17,6853182 0,0646818

437,03 435 0,08213552 || 0,00377823 0,2616 14,15 14,0376681 0,11233188

MoHt 437,03 440 0,08213552 || 0,00377823 0,2487 11,1 10,9050433 0,19495666
437,03 445 0,08213552 || 0,00377823 0,2395 8,56 8,45311199 0,10688801

188,50 185 0,08213552 || 0,00377823 0,3434 9,25 8,50972822 0,74027178

eo06 188,50 190 0,08213552 || 0,00377823 03117 6,05 5,37153125 0,67846875
223,29 220 0,08213552 || 0,00377823 0,3434 10,48 10,2931440 0,18685595

AMER 223,29 225 0,08213552 || 0,00377823 0,3238 7,5 7,40416099 0,09583901
249,79 245 0,08213552 || 0,00377823 0,2457 9,65 9,25486383 0,39513617

APL 249,79 250 0,08213552 || 0,00377823 0,2274 6,43 6,3706532 0,0593468
Average | 291,08 | 290,63 | 0,08213552 || 0,00377823 0,3054 9,84 9,59396765 0,25330506
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Python dza p ol i J) Ll s Ll slue] (o 1 yiall

(LSTM) 7 3931 389 Lagy (31) 3Lz 1 Ayl A el e ly Ll 5lael :(44) o8y Jguiz|

Company SRot Str’ike Time to Interest Volatility Market RNN . Difference
rice | Price Maturity Rates Price || Model Price ||(Mark - Mod)
586,1 580 0,08487337 || 0,00390418 0,1871 16,07 15,8174165 0,25258348

SPY 586,1 585 0,08487337 || 0,00390418 0,1799 12,9 12,4112407 0,48875928
586,1 590 0,08487337 || 0,00390418 0,1673 9,68 9,54774178 0,13225822

514,16 510 0,08487337 || 0,00390418 0,2313 16,04 16,0099278 0,03007218

QQQ 514,16 515 0,08487337 || 0,00390418 0,2254 13,15 12,7111672 0,43883275
514,16 520 0,08487337 || 0,00390418 0,2102 10 9,91413056 0,08586944

Average | 550,13 550 0,08487337 || 0,00390418 0,2002 12,97 12,7352707 0,23806255
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Company SRot Str’ike Time to Interest Volatility Market RNN . Difference
rice | Price Maturity Rates Price Model Price |(Mark - Mod)
NVDA 130,68 132 0,25735797 || 0,01183847 0,5806 14,9 14,7675096 0,13249036
437,03 430 0,25735797 || 0,01183847 0,288 29,6 29,2277621 0,37223786

MeFT 437,03 440 0,25735797 || 0,01183847 0,2734 234 23,1791461 0,22085386
188,50 185 0,25735797 || 0,01183847 0,3426 15,05 14,4548475 0,59515245

eo00 188,50 190 0,25735797 || 0,01183847 0,3367 12,41 12,3037890 0,10621095
223,29 220 0,25735797 || 0,01183847 0,3688 18,55 18,3312238 0,21877625

AMZR 223,29 225 0,25735797 || 0,01183847 0,365 16 15,7030400 0,29696002
249,79 245 0,25735797 || 0,01183847 0,2679 16,33 16,2874287 0,04257134

APL 249,79 250 0,25735797 || 0,01183847 0,2601 13,4 13,2741845 0,12581549
Average | 258,65 | 257,44 | 0,25735797 || 0,01183847 0,3425 17,73 17,5032145 0,23456317
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Company SRot Str’ike Time to Interest Volatility Market RNN . Difference
rice | Price Maturity Rates Price Model Price |(Mark - Mod)
586,1 580 0,26009582 || 0,01196441 0,1959 27,36 26,5434309 0,81656906
SPY 586,1 585 0,26009582 || 0,01196441 0,1929 24,43 23,5875214 0,84247863
586,1 590 0,26009582 || 0,01196441 0,1848 21,06 20,4084977 0,6515023
514,16 510 0,26009582 || 0,01196441 0,2456 28,51 28,4046659 0,10533408
QQQ 514,16 515 0,26009582 || 0,01196441 0,2398 25,44 25,0340348 0,40596519
514,16 520 0,26009582 || 0,01196441 0,2349 22,61 22,3385050 0,27149495
Average | 550,13 550 0,26009582 || 0,01196441 0,21565 24,90 24,3861092 0,51555736
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Market vs. Model Price (Bubble Size = Pricing Difference)
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Company [§P‘0t Str‘ike Time to Interest Volatility Market RNN ' Difference
rice || Price Maturity Rates Price Model Price |[(Mark - Mod)
437,03 430 0,33127995 || 0,01523888 0,2911 33,7 32,9167175 0,78328251

437,03 435 0,33127995 || 0,01523888 0,2785 29,95 29,5626873 0,38731267

MoHt 437,03 440 0,33127995 || 0,01523888 0,2718 26,9 26,4046807 || 0,49531930
437,03 445 0,33127995 || 0,01523888 0,2687 24,35 241572818 || 0,19271817

188,50 185 0,33127995 || 0,01523888 0,3597 17,68 16,5298365 1,15016355

eo00 188,50 190 0,33127995 || 0,01523888 0,3412 14,5 13,8261397 || 0,67386026
223,29 220 0,33127995 || 0,01523888 0,3565 20,35 20,0732450 || 0,27675496

AMER 223,29 225 0,33127995 || 0,01523888 0,3578 18,05 18,0059595 0,04404046
249,79 245 0,33127995 || 0,01523888 0,2703 18,5 18,1789722 || 0,32102777

AL 249,79 250 0,33127995 || 0,01523888 0,2600 15,4 15,1356115 0,26438845
Average | 307,12 | 306,5 | 0,33127995 || 0,01523888 0,3055 21,938 21,4791131 0,45888681
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Company [S)oRot Stl:ike Time to Interest Volatility Market RNN . Difference
rice | Price Maturity Rates Price || Model Price | (Mark - Mod)
NVDA 130,68 132 0,5065024 | 0,02329911 0,5493 20,35 (19,98563441|| 0,36436559
437,03 430 0,5065024 | 0,02329911 0,2751 40 38,8818392 | 1,11816083

437,03 435 0,5065024 | 0,02329911 0,2832 38,48 37,3500787 | 1,12992131

MeFT 437,03 440 0,5065024 | 0,02329911 0,2742 35 33,9125191 | 1,08748087
437,03 445 0,5065024 | 0,02329911 0,2700 32,2 31,2136611 | 0,98633895

188,50 185 0,5065024 | 0,02329911 0,3548 21,63 19,1726934 | 2,45730659

eo00 188,50 190 0,5065024 | 0,02329911 0,3364 18,3 17,0304323 | 1,26956771
223,29 220 0,5065024 | 0,02329911 0,3654 25,85 25,7942956 | 0,05570441

AMER 223,29 225 0,5065024 | 0,02329911 0,3611 23,25 22,9015105 || 0,34848954
249,79 245 0,5065024 | 0,02329911 0,2685 22,8 22,6208286 | 0,17917135

APL 249,79 250 0,5065024 | 0,02329911 0,2642 20 19,7984444 | 0,20155563
Average | 291,08 290,63 | 0,5065024 | 0,02329911 03274 27,07 26,2419943 | 0,83618752
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Company [§P‘0t Strjke Time to Interest Volatility Market RNN ' Difference
rice || Price Maturity Rates Price | Model Price |(Mark - Mod)
437,03 430 0,66255989 || 0,03047775 0,2789 471 45,7453410 || 1,35465898

437,03 435 0,66255989 || 0,03047775 0,285 45,45 44,2448718 | 1,20512819

MoHt 437,03 440 0,66255989 | 0,03047775 0,2773 42 41,3357573 | 0,66424267
437,03 445 0,66255989 || 0,03047775 0,2791 39,95 38,7728257 | 117717427

188,51 185 0,66255989 || 0,03047775 0,3612 25,4 22,5738079 || 2,82619208

eO06 188,51 190 0,66255989 || 0,03047775 0,3368 21,6 20,2984850 || 1,30151498
223,29 220 0,66255989 || 0,03047775 0,3659 30 29,7910405 | 0,20895955

AMER 223,29 225 0,66255989 | 0,03047775 0,3612 27,35 27,0001218 | 0,34987825
249,79 245 0,66255989 | 0,03047775 0,2642 26,17 25,7031167 | 0,46688329

AP 249,79 250 0,66255989 || 0,03047775 0,2589 23,24 22,6264369 | 0,61356309
Average | 307,13 | 306,5 | 0,66255989 || 0,03047775 0,30685 32,826 (131,80918046( 1,01681953
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Company SRot Str.ike Time to Interest Volatility Market RNN . Difference
rice | Price Maturity Rates Price || Model Price |[(Mark - Mod)
NVDA 130,68 132 0,75838467 | 0,03488569 0,5458 25,43 24,9701531 | 0,45984683
437,03 430 0,75838467 | 0,03488569 0,2725 50,2 48,5883852 | 1,61161482

MeFt 437,03 440 0,75838467 | 0,03488569 0,274 45,49 44,0165549 || 1,47344507
188,50 185 0,75838467 | 0,03488569 0,3402 26,13 23,2995121 | 2,83048791

eo00 188,50 190 0,75838467 | 0,03488569 0,3281 23 21,7258424 | 1,27415762
223,29 220 0,75838467 | 0,03488569 0,3600 32 31,3883682 | 0,61163184

AMER 223,29 225 0,75838467 | 0,03488569 0,3589 29,6 28,9409954 | 0,65900458
249,79 245 0,75838467 | 0,03488569 0,2709 28,95 28,3844584 | 0,56554159

AL 249,79 250 0,75838467 | 0,03488569 0,2551 2512 24,7422022 | 0,37779783
Average | 258,65 (257,44 | 0,75838467 || 0,03488569 0,3339 31,76 (30,67294132| 1,09594756
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e JdaS Gyall e 8e1,8 Sy oclls J) A8La) As ) wbled) e 2y 7350381 Lxtiiw! I
A sl e 69 petilad) 05K o sl 3 (Bullish Sentiment) J5laxlly wsle jsad 3929
278 Ll Glamradl oyls Ji8 S IS 45k s9aie Allais| (e Biale 243La) 2yase e
S e (3585 8 o oA 7 390391 3 Aliolin 398 3929 Adlai| Jlat] Sy ¥ (s s
G 2a 8l 4S5l L)) Jalsadl par Lladl (o (Saty ¥ 03 of J81 Slerids g Caials

Jamlll Gaudl § slandll ey

(LSTM) 7 35l 339 Lags (278) 3lazeiuel il dulyudl Aige @l e Ll jlal :(51) o8y Jgux!!

Compan Spot | Strike Time to Interest Volatilit Market RNN Difference
PanY | price | Price | Maturity Rates 4 Price_ | Model Price |[(Mark - Mod)
51416 | 510 | 0,76112252 | 0,03501164 0,2375 51,08 49,9485165 | 1,13148353

QQQ 51416 | 515 0,76112252 || 0,03501164 0,2339 47,94 47,4206916 | 0,51930842
51416 | 520 | 0,76112252 | 0,03501164 0,2416 46,86 46,7532053 || 0,10679467

Average | 514,16 515 0,76112252 | 0,03501164 0,2376 48,62 48,0408044 || 0,58586220
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Logs (279) Blasmiaw | &l ol il olyles slawd Jul=s 14.3.2.2

e Lol 95¥) g9ill o et Bllis 3 et (@l ((51) Jgaad! (§ Leatall bl e 2Ly
3529 v Geaadl QW Jalmall Ca i i clags 279 day Giwd §2024/12/19 foylis SPY Bouine
Lguzll slawdly SPY el (e 2pgyg¥l ¢l adl @l Goudl muds on Gra529 e S
J81 desdy sl paads Hlietuls z3ge3¥l agdy Cus (LSTM) dniaall AT 7 39051 Aaselyy
Shlgdl oF dzms alasMUl sda Jads aie . ¥93 1.07 gl 358 Jasgiay 2ulaall L8gudl Lrasd (ho
deaiill ya 93 HLslle :(5¥95 586.1) (gysall yaudly Laddle Eu> (o Haliss o> § ads I
Lot <1595 585 duaiddl yau 93 skl Sy (dia s> dad iy (ITM) Leyly szad Bgs 580
231 Al Aagall e JolSIL diesd 058G9 (OTM) |ials 13395 590 dsaiall yaue 93 Ll iad
sty laws audy o Bl padd z390i¥1 s Gaadl yam o Gyall 1 mze> oo g2 &1¥s ASYI
1.10 ) dhas! Logzele Ui ol o3 el Gasdl il (5490 0.50 Jlg=) Gis¥l su> (§ 05 542
Of dl ol 1 s sulsdl Slisedd 9 1.44 die 49,5 3y (susall yaudd Cy8Y1 5Ll oo
A3l dagdll Jie Auogalll se Jalgall Sl dwlus @oly LS (adlids LSTM z3gail 485
Alolddl wligSU pnud 3 ST Ligaio dmy z3gai¥) of dm Lo Abianadl Cdanll ciladgsg
Looserad) el bly of LS dwgelll Laaall @l 4ylas (Speculative Components)
Gl it Bl aass Sy cBaudl § 29 all (Volatility Skew) cdazll (8l =il 3,alls uSai
e sl IS8l § dalisel) cldad) sda dsl ud z39as¥l o) @iy cdpait]] yau g lasy) ae
ey danll eMs e 3 oS Y sguadll 0 3,58 Hian Les Aoyl Bymall aw @ Juid 6l Y] (Bus
byzeall i 58 o o Say N idad A Ggandl liSialins pandiy med e 7 390i¥1 8508 3 i Ll
Risk ) 8,blsll 3Me Loaly cdingbay Lwlid oS0 23508l oty ¥ alse ue ) &yaud|
el 885> slees Jilany Bucloml mgladss (uSard Jandl § Ogdglaall Loy (GJI (Premium
Aolard V| Al 480y uSad ¥ Al bl e doyas @3 a8 7390 0585 08 of calandl
algay il Gl Gowd! yawe o0 ) LYWL 2024 sawns 19§ Buslad) (o padiud ) Siliginag
25 Bdias Slpsie (29 cBgudl g Lo 385039 AWgudl Sbstung « polg¥l ladus Jis Ligu> Adax]
bl 7 3leadl sda Jil Aeliall el all Bl 7515
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3D Pricing Error Analysis
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Pricing Error & Volatility Analysis

. B Price Difference (Market - Model)
-8~ Market Implied Volatility
— = Model Average Volatility

ITM (580)

ATM (585) OTM (590)

Python ELW)J Ql}):r_o J! .JLJA,YL' Ee L .)‘._\.cl R I)-HA-L‘

0.192
0.190
0.188

0.186

0.184

Volatil

0.182

0.180

0.178

(LSTM) 7 3503l 389 Lags (279) 3lazmiuel ol 3 Ayl dipe @l e il Hlawl :(52) o8y Jgozd

Compan Spot || Strike Time to Interest Volatilit Market RNN Difference
PanY | price | Price | Maturity Rates Y Price || Model Price ||(Mark - Mod)

586,1 580 | 0,76386037 || 0,03513758 0,1927 50,29 || 49,7930222 | 0,49697777

SPY 586,1 585 | 0,76386037 || 0,03513758 0,1804 45,21 44,1115306 || 1,0984694

586,1 590 | 0,76386037 || 0,03513758 0,1769 4192 | 404772914 | 1,44270863

Average 586,1 585 | 0,76386037 || 0,03513758 0,1833 45,80 |44,79394807| 1,0127186
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S e L
S C.:LM-U OyLal! Ll

il paadd Aaline ziled A gl oo (s Julxs @guas ) cmll 1da b
byl (MLE p]é.ci!\ ASedll) (nipdds (iyalaay (Heston) CS}J «(Black-Scholes) Es}d
ean) 7z 3led) sda Guidas @3 (RNN) 2, Sl Zpiandl A 7 35Ty (NLS Aozl 4 (§yiuall
SPY, QQQ, NVDA, MSFT, ) 2,Ss,e¥1 31wl (3 Azpull o, il 68 o pand lylisd) lacad
oo g3kl sl d gall Hlasdl GIABH e ol e pusdil) o ey .(GOOG, AMZN, AAPL
Blaziw! fslgT praz e sllasd 2wty (uslan 2an)l Glaws M5 (o Uy Aplaall Bgud) Hlad
113112011 <ol § e ally cdwluldl e § ol

:(MAE - Mean Absolute Error) Glhtl Uzl lawgio .1

N

1

MAE = Nz |Pactual,k - Ppredicted,kl
k=1

:(MAPE - Mean Absolute Percentage Error) 54! skl Uzl awgia 2

N
MAPE = lz |Pactual,k - Ppredicted,kl % 100%
N k=1 Pactual,k

:(MSE - Mean Squared Error) Uaz!| a2 bwgie 3

N
1
MSE = N Z(Pactual,k — Ppredicted,k)2
k=1

:(RMSE - Root Mean Squared Error) UazJ! e bwgild Al izl 4
RMSE = VMSE

Ayl i a1y 7 3leid) agaed Uasedl Luaylal Dol Lazels :(53) oy Jguad! (3 (o 52
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Models |Company MAE MAPE MSE RMSE
spy | 62744636 | 2888% | 54,83969954 | 7405383146
. QQQ 3,87 2467% | 2576309036 | 507573545
(Y]
S - | _NvDA 047 896 % | 0389269231 | 0623914442
é 'é MSFT 4,92 27,38% | 4068158947 | 6378212091
-
E GOOG 1,94 16,83 % 5,78568 2,40534405
« AMZN 2,72 2241% | 12,03226818 | 3468755999
AAPL 1,45 11,28% | 3,537108333 | 1,880720163
Average 3,464058834 | 21,46% | 24,09995329 | 4,909170326
spy | 111089802 | 969 % | 3,806495235 | 195102415
=~ |_QQQ | 1,02850555 | 1429% | 1393462174 | 1,180449988
'28 _|_NvDA | 026846419 | 711 % | 0122706319 | 0350294617
= 3 | MSFT | 082795123 | 12,04% | 0954225195 | 0976844509
g GOOG | 041476646 | 734 % | 0232282367 | 048195681
T | AMzN | 036401988 | 812 % | 0196306851 | 044306529
AAPL | 035025765 | 7,87 % | 0176695396 | 0420351515
Average 0,668915328 | 14,74% | 1,076600697 | 1,037593705
| sy | 120086612 | 985 % | 4238227765 | 2,058695646
- QQQ | 098231693 | 12,97% | 15580361846 | 1,257124435
'é | NVDA | 027174835 | 712 % | 012580243 | 0354686382
)
= 7| _MSF_| 082612539 | 12,00% | 0961331065 | 0980474918
g GOOG | 046522501 | 667 % | 0287916974 | 0,536578954
T | aMzN | 037511016 | 818 % | 0203697736 | 0451328856
AAPL | 036348521 | 794 % | 0188778212 | 0434486147
Average 0,686235403 | 9,64 % | 1,178402894 | 1,085542673
spy | 0555316685 | 2,83 % | 0426735369 | 0653249852
’ ’ o ’ ’
QQQ 0333477587 | 236 % | 0217734824 | 0466620643
—|_NvDA [0174042828 | 383 % | 0045888921 | 0214216995
Z
z '28 MSFT [ 0460694138 207 % | 0438773058 | 066239947
GOOG | 0853467953 | 573 % | 1518911178 | 1,232441146
AMZN | 0209426674 | 221 % | 0070902302 | 0266274861
AAPL | 0,280376487 | 3,02 % | 0112606378 | 0,335568739
Average 0,423685043 | 2,97 % | 0411971626 | 0,641850158
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(Company-Specific Analysis) @3 ,a1l &€y 4d) Ggius e £5¥] Jl=s 1.3.2

z 353l IS Jelas 8,8 @it Bus (e 48,8 ISV a1 7 Slaadl ool Jedomty p g ccllall a
e Sl Busyall Gasbasd! ae

SPY (SPDR S&P 500 ETF) &l,&5L1 Bovine 1.1.3.2

5 40,801 el (o ple S Llas J8T dlazy Lo coqued] (oo sl Ao SPY Byt Jiay
1o o 10¥1 3 Mla Lol gl

MAPE 5 6.2744636 Zapay MAE Mmaws (3ylall Ligass <151 205 :(Black-Scholes) 739
Jl 651 Lee (54.83969954 Aasd 5T MSE Aoy cualy uad clld (0 ea¥l %28.88 dudy
of Ga1 s¢d s ,d5e sa aaill RMSE JI lia .7.405383146 4l 10> adiie RMSE
a8 dlaz Los 5)Se S 102 B8 ellas 1 Sy s cdasogall 3 Ladd plasey ¥ 7 3505¥
sl shls e Sblell 8yl0¥ alasiadl Jls
%9.69 J| MAPE J151.11089802 | MAE Ladsil s Mila Uewss o LsT:Heston (MLE)  »
195102415 4eas RMSE ] 531 Lea 3.806495235 J| MSE § 6)dz) (olazi¥l g all
Black-Scholes 4;las %73 pe AST 87S) s llas¥l @z (0 U8 Heston g 353l ol Gay e
Lwds MAPE §1.20086612 6,18 MAE aa cMLE 13> ;L 4xilis =S (Heston (NLS)
Logdy RMSE Jl 631 Las 04.238227765 wic s el MSE dad i .%9.85
Sy Juadl colS MLE 8lae o ) iy RMSE (3 cagalall 35l 1da .2.058695646
SPY S Gguadll sllas¥l Cuzs 3 inla
90.555316685 doyiy MAE 3i> tu . yalls (S z 3Ll aeex e B33 :RNN Model
«1n380.426735369 gy Il MSE 3 (oS Lasdzed! 5L (S3.9%2.83 dudy Jade MAPE
4l (aaxill RMSE Il 1ia 0.653249852 wic puld 35lay oY1 sa RMSE ] (631 Las
ol <uiy (Black-Scholes) Gs}d o By 11 e #ST9 Heston C.Sj,qﬂ oo Sl 34 J3T)
SPY &bt pasd § Blidiwls ddsise ASYI ga Jy 285 ASY) Laad il RNN 735l
i) 5Ll dlazs RMSE § Laiaseill diagdy gl Yy 35Lall ga RNN 7 303l :SPY J 2ol
Adle 4855909 48y by 8 wlagdazl]

SPY Bgutiue wlylused a1 7 3Laidl ool a9y :(115) oy JSCE 5
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Pricing Model Performance for SPY

MAE for SPY MAPE for SPY
28.88%

Heston MLE Heston NLS Hestan MLE Heston NLS

MSE for SPY RMSE for SPY

381 4.24

043
Heston MLE Heston NLS RNN Black-Scholes Heston MLE Heston NLS

Python 4y il yiee J) SLLL Ll slue] (o 1 yiuall
QQQ (Invesco QQQ Trust) &l ydsd! Ggline 2.1.3.2
iUl 1o s ¥ 7 leidl 4ud &, 15T QQQ Botine O3 SPY Ggive e e
%24.67 dwis MAPE §3.87 dayiy MAE a cigaiiall ¢15¥1 il :Black-Scholes 7z 3gail
5.07573545 &l aaipe RMSE dic 73 Las <25.76309036 MSE &ayd ciily (> (3
#bg .1.02850555 ] MAE adssl s |y Lws Lasdl <651 8,0 :Heston (MLE) o
1180449988 5,5 RMSE _Jaei las (1.393462174 Lo 8 MSE
& <0.98231693 4asd MAE als o> MLE S dylds ¢15T 739591 Ida 033 :Heston (NLS) o
Liag .1.257124435 dayay RMSE cllac) JI (631 Law <1.580361846 doid MSE il (x>
RMSE oliin o cpa Muld Lasl 8 MLE ¢1af o) Lasdls
JI MAPE 5 0.333477587 J| MAE adassl uad . 3lhll d8ga5 e ladl> :RNN Model
a8 32 RMSE (] 637 Lee <0.217734824 3l > 10> Unaiein )8 MSE (389.%2.36
0.466620643 e S &)lay
e Aaslall 45,08 1S53 0.5 e Jas & RMSE 4 o) o cdolxi RNN 358:QQQ I duadlsl!
A olall cUas¥ Cimg Adle 2800 A g leiSl a5l o)L A s
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QQQ Bt wilylue 2a ¥l 7z 3Laill £151:(116) o8,y S
Pricing Model Performance for QQQ
MAE faor QQQ MAPE for QQQ

MAE
| S B S
W o W & 0 o
W
o
~
"
o
[
o
o
o
©
w
(o]
MAPE
=3

0.0
Black-Scholes Heston MILE

MSE for QQQ RMSE for QOQ

MSE
RMSE

0.22

Python 4z p &l yiee J) ULl Ll slue] (o 1 yiuall
NVIDIA (NVDA) 48,4 3.1.3.2
(MAE) Zallall s llas¥l § 59,401 o LoDt Adle cldaty NVDA Jie Lz 935aSa el jpas
52 LS e oS gl a1 g ol 288 3yl Sl Ll jlased (Lol iy ale S J
A58 8] sl s Uas¥l s (NVDA olyls slawl (slassy Klas :Black-Scholes c.’s}m’i .
0623914442 dayay RMSE J] 631 Lis <0.389269231 als MSE 9.0.47 MAE L,
MSE _aasily 0.26846419 I MAE (aasil aad sgxle Lwss Lasdl :Heston (MLE) o
.0.350294617 5,48 RMSE dic s Law <0.122706319 ) S JSdn
iy MSE §.0.27174835 4aid MAE ily Cu> MLE ¢lof ae 03151 caliy of :Heston (NLS) e
0354686382 &L, RMSE 5.0.12580243
MSE (3a>5.0.174042828 il MAE . Jadd| 4l 7 39.03¥1 i ylal (5,515,0 RNN Model o
LS .0.214216995 &y 3lies RMSE ] s Law <0.045888921 wic qusly Blay Hlaia o
1S53 Las «(%3.83) Juadd) 52 RNN 7 3903 130 ¥ g cLia aLazadll 5 ate MAPE 2048 cilS
ol lasd) ) Jlasll e s> dBgas
RMSE (81 3a3 e RNN 5,08 o)l8 (NVDA Jie cdatll Jle qud Zeuddly :NVDA J 215!
el Bagall el o lSalinad Jiadl wd ) ady 98 (Aueadl AL a1 (0.214)
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NVDA &yl A 7 3laidl 6151 :(117) o3y JSEI

Pricing Model Performance for NVDA

MAE for NVDA MAPE for NVDA
8.96%

Heston MLE Heston NLS RNN Black-Scholes Heston MLE Heston NLS
MSE for NVDA RMSE for NVDA

Python dza y il pea ] SLwdL Ex LI slue] (o 2 yuuadl
Microsoft (MSFT) 4S & 4.1.3.2
tdemad @3 Co Ad Ll S, 801§ dasof o) Laaidl uds MSFT gl auds
6.378212091 C'L' NES piise RMSE ¢ 4.92 443, MAE e LU 55w ¢151 :Black-Scholes o
%27 .38 4w Le MAPE CL' e Q <(40.68158947 5,13 MSE ()
0.976844509 J| RMSE 50.8279512 J| adsil sl MAES g5 cyuns Heston (MLE) o
912,04 83lie diiwd wslS8 MAPE Lo .0.954225195 5,08 MSE (4K cu>
548 RMSE 5 0.82612539 aidy MAE as (MLE as @aillaze 40 sl Heston (NLS)
%12,00 4wd MAPE (> @ (0.961331065 5,45 MSE ) 0.980474918
0.6623994 ic |8V 52 RMSE 5 .0.4606941 tL' éﬁ\ MAE ! &p‘j 3525 :RNN Model o
%2,07 aas LY e L8 58 MAPE Ll <(0.438773058 6,05 MSE (30)
Gz Jios Lo 329 00.66 (o copds Lo JI RMSE [ M5 e 48525 RNN 1S, tMSFT 3 2l
sy Jagill 3485 AST ladd yurd 7 3903¥1 ()1 ] Ida pding Heston g 3Las (ye sya5 %32 duaidy
Slamradl) Jlpls dugisl) Jlaul Calina pe Adgigas Bzl ASTUa]
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MSFT &yl A ¥ 7 3laadl ¢1571:(118) o3, JSEJ

Pricing Model Performance for MSFT
MAE for MSFT MAPE for MSFT
5 .92 27 38%

Heston MLE Hestan NLS ) . Hestan MLE Heston NLS
MSE for MSFT RMSE for MSFT

Heston MLE on NIS RNN Black-Scholes Heston MLE H, n NS RNN

Python dza s oila ke J) sLladl S Ll slae] (o g.\.,a.ﬂ
Google (GOOG) aSyi 5.1.3.2
Al O o @pdl e alezadl) Bpie Al Google o) Lasdi (53) Jguzll ¢l ydil S5 (po
:ce> «(RNN > Heston > Black-Scholes) ga LS (lay o103 aladl
(5.78568 5,8 MSE (10) 2.40534405 als RMSE 51.94 &L, MAE :Black-Scholes z 3gail
) 0.48195681 J| RMSE 5.0.41476646 J| szl MAE 10> 648 ¢l51 :Heston (MLE) o
%7,34 MAPE &ui cialy o> (3 .(0.232282367 5,45 MSE
0.46522501 MAE &L 9. MLE (1o Julay J81 8 ¢3lg «Lasl (98 3151 oIS wal:Heston (NLS)
%6,67 4w il MAPE Lai (0.287916974 5,48 MSE (4s) 0.536578954 1y RMSE 4
:0.853467953 e Meld el o8 MAE i (ya @2,1 e . alezaM B ate Al> :RNN Model o
# 0da (1.518911178 5,48 MSE (0) 1232441146 J) Logxle JSdn aas)l RMSE i ¥)
MSE g RMSE o> (10 Heston z 3las ¢y Tgael RNN ¢15] L oS &1 8ol ALl
e gsixs a8 GOOG § clandl euliSealins o J) adidy Alidin dzeydill sda :GOOG J dadlil|
RNN 7 3g.031 (155G w8 Loy « Jundl JSCa Lo Latll Heston g 3 gl audatung 102 258 34515-de &g
dl 657 Les (GOOG 5 Aol cyuadl il § (Overfitting) 35290 e Loleail o caySall Jgl> U3

GOOG J a8siga ASYIg Liandd 7 39.03¥1 sa Heston-MLE yual dileg 380l clasdl o
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GOOG ez Al 7 dlaidl ¢157:(119) o3y JSEJI

Pricing Model Performance for GOOG

MAE for GOOG MAPE for GOOG
2.00 194 16.83%
175
1.50
1.25
<
= 1.00
0.85
0.7
0.50 041 0.47
0.25
0.00
Black-Scholes Heston MLE Heston NLS RNMN Black-Scholes Hestan MLE Hesten NLS
MSE for GOOG RMSE for GOOG
3 579 25 241
5
2.0
4
15
w w
0 3 g
= 3
1.0
2
152
05
1
0.23 0.29
] 0.0
Black-Scholes Heston MLE Heston NLS RNN Black-Scholes Heston MLE Heston NLS

Python 4z il i J) ULl Ll slue] (o 1 yiuall
Amazon (AMZN) 45,4 6.1.3.2
iz kel Audy e RNN 7z 3503¥ 3o Lav (3945 Lol s sliall Taaadl ) slid] sgai Lia
3.468755999 diagd Lo RMSE ily cu> §2.72 MAE ulida 3Ly a9 :Black-Scholes z 35051
S Al (29 %2247 4w Lo W Jacld MAPE Lol .(12.03226818 5,08 MSE (4s)
RMSE (n> (4 <0.36401988 MAE yulida gl e 1S (ruxs 5929 LilasY :Heston (MLE) o
968,12 cily By Awd MAPE L 235 9.(0.196306851 5,45 MSE (4s) 0.44306529 &L,
:0.3751107 4o Ly Eu> (Heston (MLE) (§ 45151 ;e MAE 6151 calizey @I :Heston (NLS)
8,18% 4w MAPE 4y 5.0.20369773 6,08 MSE (0 Lails 0.45132885 3l aaé RMSE L]
10.209426674 wic Ja8¥! ga MAE o cos . 3l Ggaddl ] 529 LasD :RNN Model e
.(0.070902302 5,18 MSE (4s) 0.266274861 wie a1 3)las oY1 g8 RMSE g8 ea¥l Ll
z3keadl 3L e el Ladgie (92,27 Ay LasLuo Bgas MAPE (ulida L Lo
cais (Heston (e %40 &uds (peues) 0.26 Jlg> JJ RMSE (ais e RNN 3,08 AMZN 3 &Ml

QL L JSCA 3 e Lo 99 A1 L o35Sl e e 3 JlSU 4855
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AMZN cslylsd 2an ¥ 7 3Ladl ¢ 151:(120) o8, JSCadI

Pricing Model Performance for AMZN

MAE for AMZN MAPE for AMZN
2.72 22.41%
2.5
2.0
w 1.5 ul
E %
= =
1.04
31 036 038
0.21
0.0- E
Black-Scholes Heston MLE Heston NLS RNN Black-Scholes Heston MLE Heston NLS
MSE for AMZN RMSE for AMZN
124 12.03 3.5 3.47
3.0
10 4
2.5
84
w w 2.0
wn
= 6 2
15
4
1.0
2 0.5 044 045
027
020 0.20
o 0.07 00
Black-Scholes Heston MLE Heston NLS RNN Black-Scholes Heston MLE Heston NLS RNN

Python dza y il piea ] SLEWIL S LI sle] oo 2 yuuall

Apple (AAPL) S,4 7.1.3.2

Q1 bl Aasde o3 by ALl oo il AAPL gl S35 =S, all 55T

929 1.880720163 RMSE 408 cialy (> ‘3 «1.45 jlude MAE lda tL :Black-Scholes

%11,28 dirwi cialed MAPE Lof .3.537108333 Layad &l MSE 2ay8 (ya dadns

L9 .0.35025765 Hlade MAE (nlide aly o Logols (yuses Luala Liag :Heston (MLE) o
97,87 MAPE & ciilsg 017669539 8508 513l MSE (40 0.42035157 diayd Le RMSE

0.36348521 MAE 4l 9 .Heston (MLE) l.’s}oﬁ Bl ae 43l 3allaws 585 :Heston (NLS) e
97,94 33 MAPE Loi .(0.188778212 5,8 MSE (1s) 0.434486147 L3 RMSE Ll

dis J4a89) 50 RMSE 5.0.280376487 daid MAE Ly 12 F1oT Lia8d) niey :RNN Model o
%3,02 4id MAPE zia (> (§.0.112606378 4 1,08 MSE 4y &> 0.335568739

dlazes Laas> (Sl Laasil) RMSE daid o) s cBsato ol dulyudl RNN (g AAAPL I 2adls])

AAPL &yl and] ABgigng 485 ASYI 7 3g.as¥)
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MSE

AAPL &y A 1 7 Slaadl 611:(121) o3y JSE
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Black-Scholes Model code

import numpy as np
from scipy.stats import norm

: Current price of the underlying asset (e.g., stock price)
: Strike price of the option
: Time to expiration (in years)
: Risk-free interest rate (annual)
# sigma: Volatility of the underlying asset

def black_scholes(S, K, T, r, sigma):

Calculates the European call and put option price using the Black-Scholes model.

: float - Current asset price

: float - Strike price

: float Time to maturity (in years)
:param r: float - Risk-free interest rate
:param sigma: float - Volatility

:return: tuple - (call_price, put_price)

iparam S
iparam K
rparam T
-
s

# Calculate dl and d2
dl = (np.log(S / K) + (r + 0.5 * sigma ** 2) * T) / (sigma * np.sqrt(T))
d2 = dl - sigma * np.sqrt(T)

# Calculate call option price using the cumulative distribution function (CDF)

call_price = (S * norm.cdf(dl, 0.0, 1.0) - K * np.exp(-r * T) * norm.cdf(d2, 0.0, 1.0))

# Calculate put option price
put_price = (K * np.exp(-r * T) * norm.cdf(-d2, 0.0, 1.0) - S * norm.cdf(-d1l, 0.0, 1.0))

return call_price, put_price

__name__ == '__main
# Input parameters for the option
underlying_price = 100 # Current stock price: $100
strike_price = 105 # Strike price: $105
time_to_maturity = 1 # Time to expiration: 1 year
risk_free_rate = 0.05 # Risk-free rate: 5%
volatility = 0.2 # Volatility: 20%

# Call the function to get the prices
call, put = black_scholes(underlying_price, strike_price, time_to_maturity, risk_free_rate,
volatility)

# Print the results

print(f"Input Data:")

print(f" - Underlying Price (S): {underlying_price}")
print(f" - Strike Price (K): {strike_price}")

print(f" - Time to Maturity (T): {time_to_maturity} year(s)")
print(f" - Risk-Free Rate (r): {risk_free_rate:.2%}")
print(f" - Volatility (sigma): {volatility:.2%}")

print("-" * 30)

print(f"Call Option Price: {call:.2f}")

print(f"Put Option Price: {put:.2f}")
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Heston Model code

[ ]: def heston_charfunc(phi, Se, ve, kappa, theta, sigma, rho, lambd, tau, r): #: )
# constants
a = kappa*theta
b = kappa+lambd
rspi = rho*sigma*phi*1j
d = np.sqrt( (rho*sigma*phi*1j - b)**2 + (phi*1j+phi**2)*sigma**2 )
g = (b-rspi+d)/(b-rspi-d)
expl = np.exp(r*phi*1j*tau)
term2 = SO**(phi*1j) * ( (1-g*np.exp(d*tau))/(1-g) )**(-2*a/sigma**2)
exp2 = np.exp(a*tau*(b-rspi+d)/sigma**2 + ve*(b-rspi+d)*( (1-np.exp(d*tau))/(1-g*np.exp(d*tau)) )/sigma**2)
return expl*term2*exp2
integrand(phi, Se, ve, kappa, theta, sigma, rho, lambd, tau, r):
args = (S0, vO, kappa, theta, sigma, rho, lambd, tau, r)
numerator = np.exp(r*tau)*heston_charfunc(phi-1j,*args) - K*heston_charfunc(phi,*args)
denominator = 1j*phi*k**(1j*phi)
return numerator/denominator
def heston_price_rec(Se, K, v0, kappa, theta, sigma, rho, lambd, tau, r)
args = (S0, vo, kappa, theta, sigma, rho, lambd, tau, r)
P, umax, N = 0, 100, 10000
dphi=umax/N #dphi is width
for i in range(1,N):
phi = dphi * (2*i + 1)/2 # midpoint to calculate height
numerator = np.exp(r*tau)*heston_charfunc(phi-1j,*args) - K * heston_charfunc(phi,*args)
denominator = 1j*phi*k**(1j*phi)
P += dphi * numerator/denominator
return np.real((Se - K*np.exp(-r*tau))/2 + P/np.pi)
def heston_price(se, K, ve, kappa, theta, sigma, rho, lambd, tau, r)
args = (S0, vo, kappa, theta, sigma, rho, lambd, tau, r)
real_integral, err = np.real( quad(integrand, @, 100, args=args) )
return (S0 - K*np.exp(-r*tau))/2 + real_integral/np.pi

de

-+

ANN code

# Feature and target selection
X = df[['strike’, 'spot’, 'maturity’, 'impliedVolatility', 'rate’]]
y = df['lastPrice’]
# Normalize features
scaler = StandardScaler()
X_scaled = scaler.fit_transform(X)
# Split data into train/test
X_train, X_test, y train, y test = train_test_split(X_scaled, y, test_size=0.2, random state=42)
# Build the neural network model
model = tf.keras.Sequential([
tf.keras.layers.Dense(64, activation='relu’, input_shape=(X_train.shape[1],)),
tf.keras.layers.Dense(64, activation='relu'),
tf.keras.layers.Dense(64, activation='relu'),
tf.keras.layers.Dense(64, activation='relu’),
tf.keras.layers.Dense(1) # Single output for option price
n
model.compile(optimizer="adam’, loss='mse’, metrics=['mae’])
# Train the model
history = model.fit(X_train, y_train, epochs=100, batch_size=32, validation_data=(X_test, y_test), verbose=0)
# Evaluate the model
loss, mae = model.evaluate(X_test, y_test, verbose=0)
print(f"{sheet} - Mean Absolute Error on Test Set: {mae}")
# Predict on Test and Train data
test_predictions = model.predict(X_test)
train_predictions = model.predict(X_train)
# Prepare comparison DataFrames
comparison_test = pd.DataFrame({
'Stock': sheet,
‘Actual’: y_test.values,
'Predicted’: test_predictions.flatten(),
'Absolute_Difference': np.abs(y_test.values - test_predictions.flatten()),
'Strike': df.loc[y_test.index, 'strike'],
‘Spot': df.loc[y_test.index, 'spot’'],
"Maturity': df.loc[y_test.index, 'maturity'],
'Rate’: df.loc[y test.index, ‘rate’'],
"Moneyness': df.loc[y_test.index, 'moneyness'],
'Dataset’: 'Test'

1)
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Calibration Using MLE

x@ = [param["x@"] for key, param in params.items()] + "NV & FN
bnds = [param["lbub"] for key, param in params.items()]|
def log_likelihood(x):

v@, kappa, theta, sigma, rho, lambd = x

# Compute Heston model prices
model_prices = heston_price_rec(S@, K, v@, kappa, theta, sigma, rho, lambd, tau, r)

# Compute Llog-Llikelihood assuming normally distributed errors

residuals = P - model_prices

sigma_resid = np.std(residuals) # Estimate standard deviation of errors
11 = np.sum(norm.logpdf(residuals, loc=0, scale=sigma_resid))

return -11 # We minimize the negative Llog-Llikelihood

# Perform MLE optimization
mle_result = minimize(log_likelihood, x@, tol=le-3, method='SLSQP', options={'maxiter': le3}, bounds=bnds)

Calibration Using NLS

x0 = [param["x@"] for key, param in params.items()] €+ E >V EsFE
bnds = [param["lbub"] for key, param in params.items()]

def SqErr(x):
v@, kappa, theta, sigma, rho, lambd = [param for param in Xx]
err = np.sum( (P-heston_price_rec(Se, K, v@, kappa, theta, sigma, rho, lambd, tau, r))**2 /len(P) )

# Zero penalty term - no good guesses for parameters
pen = @ #np.sum( [(x_1i-x6_1)**2 for x_ i, x@_1i in zip(x, x8)] )
return err + pen# Define variables to be used in optimization

result = minimize(SqErr, x@, tol = le-3, method='SLSQP', options={'maxiter': 1le3 }, bounds=bnds)

Code Calculate (RMSE, MSE, MAPE, MAE)

®*oe
import numpy as np
def calculate_error_metrics(actual_prices, predicted_prices):

Calculates MSE, RMSE, MAE, and MAPE for a set of predictions.

:param actual_prices: A list or numpy array of actual market prices.
:param predicted prices: A list or numpy array of predicted prices from a model.
eturn: A dictionary containing the calculated error metrics.

actual = np.array(actual_prices)
predicted = np.array(predicted_prices)

# Ensure no division by zero for MAPE
if np.any(actual @):
print("warning: Actual prices contain zeros. MAPE will be calculated for non-zero values
only.")
non_zero_indices = np.where(actual != @)
mape = np.mean(np.abs((actuallnon_zero_indices] - predicted[non_zero_indices]) /
actuallnon_zero_indices]))} * 100
else:
mape = np.mean(np.abs((actual - predicted) / actual)) * 100

mse = np.mean{{actual - predicted)*=2)
rmse = np.sqgrt{mse)
mae = np.mean(np.abs{actual - predicted))

return {
‘MSE': mse,
‘RMSE': rmse,
‘MAE': mae,
‘MAPE': mape
¥

compare_models(actual_prices, modell_preds, model2_preds, model3_preds):

Compares three option pricing models using standard error metrics.

:param actual_prices: A list of actual market prices.

:param modell_preds: A lList of predictions from Model 1.
:param model2 preds: A list of predictions frem Model 2.
:param model3_preds: A list of predictions from Model 3.

print{"Comparing Three Option Pricing Models\n" + "="%40)

# Calculate errors for each model

errors_modell = calculate_error_metrics(actual_prices, modell preds)
errors_model2 = calculate_error_metrics(actual_prices, model2_preds)
errors_model3 = calculate_error_metrics(actual_prices, model3_preds)

# Print results in a formatted table
print{(f"{'Metric':=<10} | {'Model 1':=<15} | {'Model 2':=<15} | {'Model 3':=<15}")
print("-"*60)
for metric in ['MSE', 'RMSE', 'MAE', 'MAPE']:
vall = f"{errors_modell[metric]:.4f}"
val2z = ft"{errors_model2[metric]:.4Tt}"
val3d = Tt "{errors_model3[metric]l:.4T}"
print(f"{metric:<10} | {vall:<i5} | {val2:=15} | {val3:=<15}")
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