








7.3. Second fundamental theorem.

Definition 7.11. A market is said to be complete if every derivative security can be hedged.

Theorem 7.12. The market defined in Section 7.1 is complete and arbitrage free if and only if there exists a unique risk neutral
measure.



Lemma 7.13. The market is complete if and only if for every Fn+1-measurable random variable Xn+1, there exists a (not necessarily
unique) Fn measurable random vector Δn = (Δ0

n, . . . , Δd
n) such that Xn+1 = Δn · Sn+1.





Proof of Theorem 7.12








