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Nonlinear integral equation for the optimal double stopping boundary of Russian option

FAE *1, EEEF 1, JOKGEH] *2
LR IERFERFER HLEMRR o R 7 LB THER B M AR
*LERMILERE VAT LB BEREH

BE : SREENTHERERS 7y - A 7Y a vOREBIFEEORHEBIHER 29T 5.
1. IY9PYAT¥ay
BRAG AT OB 75 BB LT 3.
dS; = rS,dt + 0S,dB; (So = s). (1)

B= (B0 ¥ By=0DEHT 5 &8 T > 0 5L, r > 03&F, 0 >0R3K5574 Y
FAETR. CDLEEBREDEELVISTY A7 avyoffilBlill T eEREI NS,

vl = sup Ele™"M,]. (2)

0<r<T

ZIT, T BERHTHD, M = (Mg BUTORTESRSI NS,

M, = (Oréls.%(t S’u) vV m. (3)
720, m>s>0TBAE MIZUTO L) L@ ELR 3.
T
M,
m
Aﬂ) fh
0 T It

X 1: M, DELBR
X, = M;/S;,dP = exp {aét - a2t/2}dp, By=B,—ot tBEEREREFTH. EL, HEIE
AS>02BALTM, 2 e MM, CBEBZ TroIELHEZITY. 72L& (2) ARUTOREEIL
FIEICREINS. M, TEMTHE oLtz Bk LR LT3,

Vvill=5 sup E [e—’\TXT] . (4)

0<7<T

X BT OHMERBYH B 2R 7.

dX, = —rX;dt — 0 X;dB; + dR;. (5)
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ZZT,
t
th/ I(stl)%. (6)
0 Ss
X, 13 [1,00) THBOBBR L 2D, MTOERNEREARZRLRDL, 1 TELICRHT HHEEZFD.
2 2
Lx = —ra:a%c +Z 25{2—2— in (1,00), (7)
2 _0 a1+, (8)

ox
Fh,os=1m=z>1 L TH—HEZEDL.
PEZELozL, 507y A7 a v 2B L RROBBFEILFEZB ZLICRESNS.

V[l] (t,.’E) = sup ]Et,ac |:€_/\TXH_T] . (9)
0<7<T—t

727U, By i3 Py DT TOHRETH D, (t,2) € [0,T) x [1,00) &I, EROBEFILHED &
DT o HHERRESEIN TS (B [2)).

VU4 LxV =V incll
1](t T) == form—bll(t),
](t z)=1 for z = blll(t) (smooth fit),
Ve ](t 1+)=0 (normal reflection),
v, z) >z in C1,
\V[l] (t,z) =z in DU,

Ul i kigeiss, DI 3B IR E R L, UTTH2.

(y
N

ol = {(t,x) €1[0,T) x [1,00) : z < bm(t)}, (10)
Dl ={(t,2) € [0,T) x [1,00) 12 > B(8)} . (11)
bll(2) : [0,T) — RIZBEF LR T, BB IERZIE

ﬁu=hﬁ{0§s§7¥¢:XH32H”u+s&, (12)
b BHSNTWLS (B (2)).
X(t)]
oll(t) D
|
Xo c X

|
: P

0 T T t

X2 537y - A7 avyoREERER
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L 2w VIt ) 13 [1, 00) THM T .
2.t~ VIt 2) 12 [0, T] TR
3. (t,z) — V(L 2) 1328t
4. Vz[ll(t, 14) = 0 (normal reflection).
5. VIH(t,z) + LxVIU(t, 2) = AVI (2, ) in C1U),
- J
(FEH) .
B IR ol (1) oEE & LT TR D Iz,
1. bll(t) DEET 3.
2. blll(¢) I3 BE%
3. blll(t) 12ERRRE K.
4. bl(2) 12 0, T) TIE 1 2B 2.
5 bl(T-)=1.
6. Vil(¢, b1 (t)) = UL (¢, b1 (¢)) (smooth fit).
\ J
(REBR) ®%
U(t) 3T DMBRY HER W T 2 LBTEHEA TV 3 (B [2)).
T—t
bll(t) = e 2T (T — 1, bl(2)) + (r + N) / e MG (u, b (), bt + u))du. (13)
0
ZIZTC,t>0kz,y> 1L T,
F(t,z) = ]EO,:E[Xt] = /oo /m (me) f(t,s,m)dsdm,
1 Jo s
- o0 m V V
G(t,2,y) = Es o[ XeI (Xe > y)] =/1 /0 (ms %) I((ms %) 2 y) £(t,5,m)dsdm,
(s,m) — f(t,s,m) 1Z (St, M) DEIRHERFEEEKTH 3.
, () [(o(F) 5 g
F(t,8,m) = o3/ 2mt3 sm exP{—W+;+logs_? ) (14)
0<s<mim>1TB=r/o+0/2THY, f(t,s,m) ZZNLNTIZ0OTH 3.
2. PYEHERITERIRES VP - ATV 3y
BHREMEATHETELZS S 7Y - A7 a VORBEBKZUTOL I ICED 3.
VB = sup EleM, +e M, (15)
0<1 < <T

-1 >6>08F5%. n 21 RIEOELELAR2, »niZ2RBOELEAZ, § 3FEER2HOL
T, R L X, 1 FIEOBIERLAOEXROEFTHEEZ TE VLI, ZoRMZEA L, FERZIC
2EDEMITHERZ TERWE I ICT 5. IS0 DS, 1 EHENTHEAEL S 7Y - T 7Y a



VE2DROTWBR I L LEMHEICARD, Lo, IFEABGRBIIZEB®R 2R R %%, 1 EELE
WEZ 77y A7y a v LAKRICHERREZT) &, UTOREE LAENIE SN,

VAt ) = sup  Erale ™ Xopr + €22 Xigm)- (16)
0<T <o <T—t

BOBMBI% VIR(t, z) OME & LTS D 3.
e e 3 ~
z— VIRt 2) 12 1, 00) THIMTIHEIE.
t— VBt z) 12 [0, T) THEA.

VAt z) > VI, x).
(t,z) — V(¢ z) 128,

A

V,,P](t, 14) = 0 (normal reflection).
- J
(BEBR) MEIOERS L 1,2,3 DFFADAHEEE. My, X; DEHRLD Xy = (MyVv2)/S; 68, MyVz =
(x — Mt)+ + Mg, L72d3- T

v (t,x) = sup IEt,z e Xigr, + €7 Xy,
0<n < <T—t
~ — M M
— sup Et,z e—rn ('7" M ) + 71 + ~TrT2 (l‘ ) + T2 (17)
0<m1 <o <T~t STl sz

L72235C, 1,2,3 BSER Y 320,

Ull(t, ), URl(t,2) 2T Dk 1cEET 2. ULt z) 137D 1 EEATHEAELLE X, =2 T
EHTEL 2L EofBE2H b Y. UR(t,z) 137D 2 EIEAIITHATRER & ¥ X, =« THERITTEEL
EZORKBFNELZH DT,

vt z) = z. (18)

1 -6 1 _
U[Q](t,x)z{U[](t,x)-Fe Bip [VIU(t 46, X15)] t€[0,T—3),

vt z) te [T -4,T). (19)

(4
(¥
A

ot ={(t,2) € 0,T) x [1,00) : VIA(t,2) > U(t,2) },
D = {(t,2) € [0, x [1,00) : VEI(t,2) = UB(t,2)}.

IOLE, THBERF AR HBEEL T, Risikas o, Rl EFR DY, Bo#E ERA 7, 3
BUTOE ) IcHobT I EMNTES, RIEHA. £L2E) .

ol = {(t,:c) € [0,T) x [1,00) : < bl2( t)}

D[z]z{(t,x)e[O,T]x[ x>b2](t}
=inf{0 < s <T — (t+0) : Xpps > bt +5)},
=inf{§<s<T—t: X, >bl(t+5)]}.

B2 OMEE L TUTH|R D L,
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(ﬁﬁ4 ~N

bl2) (1) 1X B,
b2l (t) 1R
bl2( t) 12 [0,T — o) TE1EHS 20.
AT - 8)-) =

VA, b2 (1)) = Ua[f](t, bl2)(¢)) (smooth fit).
bl2I(¢) < b (1).
bR(1) LU TF OIS Y R 2 W T

.\1?’?"!‘*9"!\9!“‘

oPl(t) :e—A(T_(tM))IEt,bM(z) [V[2](T -9, XT—J)]

-E T U 4 LU — AU (¢ 4 u, X,0)I d
t,b(2](t) A € t X (t +u, Xetu) {Xe4u2b2 (t4u)} U -

L (20)
J
(REEA) MEDOHE A L 2,6,7 D AFLH.

(2 DFEMA) b2 () BRI A RT. ETEERETRT. b2t RO LS 2EFt, | t(n — o0) %
£215L

(tn, B2 (t,)) € D = (¢, (¢+)) € DB, (21)

DR ofE&E & b bR (t+) > bl2(2). —4, bl(t) WA B DT, bR(t) > blA(t+) 28 5. Lo T
bl2l (t+) = bl2(t).
iz blRl(t) EESEERT. bRI(t—) > b(t) LB X It e (0,T) BHEET S LIRET 5.

(21 (s) (2l(s)
VB0 - U6 = [ [T (v - uBdsdy (22)
x Y

Rz VI = (2/0222) (rVE(, 2) - VP (2, 2) + V(7)) > ¢ > 0, Ut 2) =0, VT

bi2(s) pbl2(s) bl2l(s)
V(s z) - UP(s,2) > / / ¢ dzdy = / c(bP(t) - y)dy, (23)
T T T

/2. I TsTtETBE

2](t
VE(t, z) / e (t-) — y)dy,
C

=5 b3 (t—) - )2 > 0. (24)
UEEDEERTHS. L7doT, blA(t) 1ERETH 3.
(6 DFEEA) b2 (1) < blV(t) 2R T. DU DRI XU ToORTEHR SN,

DY = {(t,z) € 0,T] x [1,00) : VPI(t,2) = UM (¢, 2)},

D = {(t,z) € [0,T] x [1,00) : VO(t,2) = UP(¢, z)}.
g7 VI 2) < VB, 2), UR(t,2) < UB(t,2) &9, DI C DI i385 A Liehso>Toll(t) <
bl (2).

(7 DIEH) T F 2EEIRAHEANBRE L, Ft,z) = e MVER(tz) LEET S, F(t,z) 13RD 4
DO T: ()F 12 CY2 on CRUDR. (i))F, + Lx F 3RBAER. (ii)z — F(t,z) 1B,



(iv)t = Fy(t,b(t)*) i3kt RFEOLR%Z F(t,z) ICEATS L,

eVt + 5, X,,0) = VIt 2) + / VP +Lx VP 2Vt 4w, Xy )du+ M, (25)
0

2185, 22T, My =[S eVt +u, Xi14)0 X 4udBryy THHRNF V=)l s =T — (t +6)
ELTHIRMER LS &

VEI(t2) = e XTEHDE, [VE(T - 5, Xp )]
_ [ 7o) -
—-Et,z / e*‘)\’u (Ut -+ ]LXU[Q] _ AU[zl) (t + u, Xt+u)]I{Xt+qu[2|(t+u)}du . (26)
0

z =bll(t) & (26) ITRAT 2 &, blA(t) 3T 273

VI8, 62 (t)) = e XT-HDE, oy [VIT - 5, X7 )|

) D UP L L U@ — AURD (¢ 4+ u, Xp0)I d
t,bl21(z) 0 € ¢ tlx (t+ u, Xitu) { X0 > (t4u)} OU| -

O

DEXY, RDOEY 2 MHENTEAIRRZHECN T2 70 7Y - 7Y a v o BHERME»EH
ns.

(V2 4 Lyv = AvE i ),

VBR(t,2) = UR(t,z)  for z = blA(2),

v, z) =U3(tz) forz= bl2l(¢) (smooth fit),
Vit 14) =0 (normal reflection),
VER(t,z) > U (t,2)  in CB,

(VEI(t,z) = vl (t,z) in D,

BREENITHAIRE 2 S > 7 v - 4 7Y a VOB L BofF BRI —BORE K.

(VP 4+ LxvE = avE in cP),

VRt ) = U(t,z)  for z = b (t),

v (t,z) = vl (t,z)  for z = b2 (t) (smooth fit),
Vi 14) =0 (normal reflection),
VER(t,z) > U@(t,z) inCH,

VOt z) =UP(t,z) in DO,

(BEBR) 2 2T, BARO—BEDOAERT. HOBR LR@t) PEET 2 LRET 5.
We(t, z) =e NT-(+O)E, , {VPI (T -6, XT_(;)]

. (27)

t+u>cl? (t+u)}du

~ T—(t+6)
—Etp [/ — (Ut[2] +LxU® - )\U[Z]) (t+ u, Xppu)x
0

s Verification Theorem ~

— _/
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VEEUTTERT 2.

c _JWetz), =< (1),
%4 (t,.’L‘) - {Um(t,.’t), x> 6[2](t)

BEEOARE V(t,z), V() ICHAT S &,
e MVt + 5, Xets)
_ye * gl 2\l A
=Ve(t,z) + e MU +LxU AU (t + u, Xt+u)H{Xt+ch[2](t+u)}du + M7, (28)
0

e MV + 5, Xyy)

S o~
VBt 2) + [ MU+ LU - AU+ Xerud st du+ 3127 (29
0 S

zoe, M M i B, o FToAF -0,
ROBIEFINOVTEZS. 7 :=inf{0 < s <T — (t+0): Xeys > Bt +5)}. (28) Rick W
T, s=710 2RAT S &,

v (¢, z) < VI, z). (30)

oI, ROBIEFEIICOWTEZ S, oy :=inf{0 < s < T — (t+6) : Xeqs < bt +5)}. (28),
(29) RT s = gy, z > b)) v () & LU THAREZELS &,

b(t) < @),

Bigic, ROBIEREAICOWTEZLS. 7 = inf{0 < s < T — (t+0) : Xegs > b2t +5)}. (28),
(29) RicBWTs= Tpiz) & LTiARER L B &,

b (t) = 2 (2).

B X b B B b2 (1) O— BT A 7 0
X(1)
bl (¢
|
| .
|
1 T T 5
0 T Ty T

3: BHREEANTETRLZ IS TV - 7Y 3 VOREFIEESR
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