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The pricing formulas of a foreign stock asian exchange option
with the risk of the exchange rate and the default
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Abstract: Based on the exchange rate risk exposure, on the hypothesis of underlying asset price, enterprise
value and exchange rate following logarithmic normal processes, we researched the method of how to expand
the foreign stock options to the stock dividend one with stochastic liabilities. By applying the method of struc-
tural approach, we derived the pricing formulas of the foreign stock asian exchange options by the strike price
with inland stockprice.
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