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THE OPTIMAL STOPPING PROBLEM OF DUPUIS AND

WANG: A GENERALIZATION

JUKKA LEMPA

Abstract. In this paper, we study the optimal stopping problem of Dupuis

and Wang analyzed in [1]. In this problem, the underlying follows a linear

diffusion but the decision maker is not allowed to stop at any time she desires

but rather on the jump times of an independent Poisson process. In [1], the

authors solve this problem in the case where the underlying is a geometric

Brownian motion and the payoff function is of American call option type. In

the current study, we will this problem under relatively weak assumptions on

both the underlying and the payoff. We also demonstrate that the results of

[1] are recovered from ours.
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f(X1) = Ef(X1) +

∫
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ϕ(t,Xt)dXt a.s.
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A NOTE ON HEDGING OF EUROPEAN OPTIONS IN

THE FRACTIONAL BLACK & SCHOLES MARKET

MODEL
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DEPARTMENT OF MATHEMATICS AND SYSTEMS ANALYSIS
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Abstract. We discuss some new properties of fractional
Black & Scholes market models when the driving frac-
tional Brownian motion has Hurst index H >

1

2
. In this

case one can approximate the hedging price of European
options in the fractional Black & Scholes market model
by a complete and arbitrage free sequence of pricing mod-
els ([2]). When the interest rate is equal to zero, the ap-
proximate hedging price of an European call is equal to
(S0−K)+. One gets the same approximate hedging price,
if one approximates the fractional B-S market model by
the mixed Brownian – fractional Brownian market model
(see [1]).

In this talk we show that the following formula is true
for an European call

(ST − K)+ = (S0 − K)+ +

∫
T

0

1{Su≥K}dSu;

here Su = S0e
BH

u , BH is a fractional Brownian motion
with Hurst index H >

1

2
, and the integral is a (fractional)

Lebesgue-Stieltjes integral.
We end the talk with some speculations of the impor-

tance of this observation.
The talk is based on joint work with Ehsan Azmoodeh

(TKK) and Yuliya Mishura (Kiev).
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