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Operator splitting method for

Pricing Amreican Options
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Abstract:

The Black-Scholes model for Amercian
options pricing leads to a free boundary
problem due to the early exercise constraint.
By discretization, a linear complementarity
problem is obtained and standard solution
method, e.g., project SOR method and
modulus-based method, can be applied. A
new operating splitting method is proposed
In this talk, which separate the original
linear complementarity problem into

a linear equation plus a simple linear
complementarity problem. Numerical
experiments are presented to show the
efficiency of this approach.
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