Mathematical Techniques in Finance, Solution of Exercise 10.5, ©2003 Ales Cerny

10.5 (a)
1
(B ~1) = 2BidBy + ;2Var(dB,) - dt
- 2BtdBt
(b)
1
d(B} —tB,) = 3B2dB,+ 56B:Var,(dBy) — Bydt — tdB,
= 2Bydt+ (3B} —t)dB;
(c)

1
dePr = eBtdBt+§eBtVart(dBt)

1
ePrdB, + §eBtdt.



