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Abstract

Timer options have an uncertain expiration date of barrier style options. The finite-maturity timer
option expires when the accumulated realized variance of the underlying asset has reached a
pre-specified level. We construct the Fourier-cosine method for pricing discrete timer options
under Heston model. Numerical results illustrate the accuracy of the Fourier-cosine method.
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Table 1. Parameter values in the Heston model and finite-maturity discrete timer options
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Table 2. Comparison of the numerical results for finite-maturity discrete timer call options for varying strike prices
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