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Abstract

Pricing perpetual options using Mellin transforms

Ali Reza Mehmandoust Sowmehsarae

Using the Mellin transform a new method for solving the Black-Scholes equation is
proposed. Our approach does not require either variable transformations or solving
diffusion equations. However we solve this equation with transformation into a
diffusion equations.

Also we have derived the expression for the free boundary and price of an American

perpetual put as the limit of a finite-lived option.

Keywords: Black-Scholes equation; Mellin transform; American put option;

Perpetual option; Free boundary
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