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Pricing formula of asian lookback options for foreign
stocks based on stochastic exchange rate

PAN Sujuan'*?
(1. Department of Information Engineering s Fujian Commercial College , Fuzhou 350012, China; 2. Key

Laboratory of Financial Mathematics s Fujian Province University (Putian University), Putian 351100, China )

Abstract: When the underlying asset price and exchange rate were stochastic, the Ito-Skorohod stochastic
differential equation with Poisson process was used to describe the movement of stock price. Considering the
exchange rate risk, a pricing formula of foreign stock call-back options based on floating execution price of dis-
crete geometric average assets is calculated and deduced by using martingale pricing technique (risk neutral
method) and multivariate statistical analysis. The formula can provide guidance for the reasonable pricing of
similar options in the domestic market in the future.
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