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Theorem 6.62. Consider the binomial model with 0 < d < 1+1r < u, and an AWMM intrinsic value G. Define
1 - -
— Vv =Gy, vV, = max{ En(Dn+1Vn+1) G }, 0‘ = mln{n N | V G }
—! = =

= ant'

Then V is the arbitrage free price, amé a is the mzmmal optzmal exercise time. Moreover, thzs option can be replicated.
A e
R k6.63. The ab t let bt f ket.
emar e above is true in any complete, ar bitrage free marke

Remark 6.64. In the Binomial model the above simplifies to:
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