Exotic Options and their Valuation Methodologies
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Types:
| Pay-at-end: payout is paid at final expiry.

Paroff= Y max(D.o(5(e) -0,

2. Pay-as-go: payout paid at each reset date.

Payoff = 2 max[0,¢ (Sa)-as,., ))]

Symbol Definition
S(¢) is the underlying's spot price at time ¢. K s the strike price. ¢ =1 for a ca
is the time from valuation till expiry. ¢, is the time of valuation - usually zero.
is any time between ¢, and T'. ¢, is any time from ¢, to T'. ¢, is the time from
is a continuous interest rate for the period from ¢, to ¢, wheret, =T .
is a factor specifying how far in-the-money or out-the-money an option is.
specifies the number of dates in a Cliquet or Asian option.
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