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Abstract

In this paper, we study the pricing problem of binary options in which stock price obeys the mixed
fraction Brownian motion model with jump. First, the pricing formula of binary options is ob-
tained through the heat conduction equation theory, and then the series solution formula of bi-
nary options is obtained by the insurance actuarial method. Then, the numerical solution is ob-
tained by means of Monte Carlo simulation and finite difference method. Using the pricing formula
obtained by the heat conduction equation as the standard, the options price obtained by the other
three methods is compared with the pricing formula solution, and the results are compared. The
feasibility and validity of this method are obtained.
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Table 1. Asset or valueless binary call option pricing under mixed fraction jump diffusion model
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