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Convertible bond pricing model in bi-fractional jump-diffusion
Ornstein-Uhlenback process

JIA Hong-xia, XUE Hong"
( School of Science, Xi’an Polytechnic University, Xi’an 710048, China )

Abstract: With the on-going development of financial derivatives, convertible bond is one of the emergence of
advanced financial derivatives. The binary fractional Brownian motion is a more general Gaussian process,
which can describe more random phenomena. The Ornstein-Uhlenback process is an important type of moving
average process and is applied in this study. Considering the impact of emergencies, the authors assume that both
the stock return and the volatility of the stock price are constant. The model under the bi-fraction jump-diffusion
Ornstein-Uhlenback process is established, and the actuarial method is used to obtain the pricing formula of
convertible bonds.

Key words: bi-fractional Brownian motion; convertible bonds; Ornstein-Uhlenback process; jump-diffusion
process; actuarial mathematics



