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Minimal pricing models of European stock options under Knight uncertainty
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Abstract:

The financial market with Knight uncertainty was studied. Assuming the underlying stock asset follows
geometric Brownian motion, the models of minimal pricing of European stock options were made.
Moreover, the explicit solutions of the models were given by using the theories of backward stochastic
differential equation and the method of martingale. A parameter of escaping risk was studied in order to
depict the impact of Knight uncertainty on pricing European stock options.
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