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Convertible Bonds Pricing in Bifractional Jump-diffusion Environment

JIN Yuhuan, XUE Hong, FENG Jingian
(School of Science, Xi’an Polytechnic University, Xi’an 710048, China)

Abstract: Convertible bond is a hybrid advanced financial derivatives with both features of bonds and options, and the
reasonable pricing have important practical significance to issuers and investors. In this paper, on the basis of considering the
volatility of enterprise market value and interest rates, assuming that stock price follows stochastic differential equations of
bifractional Brownian motion and jumping process-driven, and the interest rate satisfies Vasicek model, the mathematical
model of the financial market in the bifractional jump-diffusion environment is built. Using the stochastic analysis theory of
bifractional Brownian motion and actuarial methods, the pricing problem of convertible bond is discussed, and the convertible
bond pricing formula in bifractional jump-diffusion environment is obtained. On the basis of existing research the further
research and promotion on convertible bonds pricing formula is done, so as to make the model more close to the actual finan-
cial markets.

Key words; bifractional jump-diffusion process; convertible bond; actuarial science; stochastic interest rate
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