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We investigate the extension of the multilevel Monte Carlo path simulation method to jump-diffusion 
SDEs. We consider models with finite rate activity, using a jump-adapted discretisation in which the 
jump times are computed and added to the standard uniform dis- cretisation times. The key 
component in multilevel analysis is the calculation of an expected payoff difference between a coarse 
path simulation and a fine path simulation with twice as many timesteps. If the Poisson jump rate is 
constant, the jump times are the same on both paths and the multilevel extension is relatively 
straightforward, but the implementation is more complex in the case of state-dependent jump rates 
for which the jump times naturally differ. 

Submission history
From: Yuan Xia [view email] 

[v1] Thu, 23 Jun 2011 14:07:43 GMT (89kb)

Which authors of this paper are endorsers?

Link back to: arXiv, form interface, contact. 

Download:
● PDF 
● PostScript 
● Other formats 

Current browse context:
q-fin.CP 
< prev | next > 
new | recent | 1106

Change to browse by:
q-fin  

References & Citations
● NASA ADS 

Bookmark(what is this?) 

         

 

Comments: 36 pages, 10 figures
Subjects: Computational Finance (q-fin.CP)
Cite as: arXiv:1106.4730 [q-fin.CP]
  (or arXiv:1106.4730v1 [q-fin.CP] for this version)

We gratefully acknowledge support from
the Simons Foundation

and member institutions 

(Help | Advanced search)

    

Search or Article-id

All papers Go!


