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Hedging in option pricing with stochastic volatility

When trading assets requires paying transaction costs the option pricing problem is known to lead to
solving nonlinear partial differential equations even when the underlying asset is modeled using a simple
geometric Brownian motion. The nonlinear term in the resulting partial differential equation (PDE) reflects
the presence of transaction costs. We generalize this model to a stochastic volatility model. A hedging
strategy will be given for this case.

For further information, please contact Dr. Emil Schwab, eschwab@utep.edu
Refreshments will be served in front of the colloquium room,
15 minutes before the start of the colloquium.



