EONIKO METXOBIO IIOAYTEXNEIO

2XOAH E®PAPMOXMENQN MAOHMATIKQN KAI
DYXIKQN EINIXTHMQN

TOMEAX MAOHMATIKQN

Hpowv Holvteyveiov 5

Tolvteyverodmodn Zwypapov, Ktipio E

TK. 157 73, AOHNA

NATIONAL TECHNICAL UNIVERSITY OF ATHENS
SCHOOL OF APPLIED MATHEMATICAL AND
PHYSICAL SCIENCES

DEPARTMENT OF MATHEMATICS

5, Heroes of Polytechniou Avenue

Zografou Campus, E Building

GR.-157 73 ATHENS, GREECE

& +30210772 1748, 1744, 3291 - Telefax: + 3021077 21775

Abnva, 15/5/2018
ATAAEEH

Opuvintig: Victor Isakov

(Distinguished Professor, Department of Mathematics and Statistics, Wichita
State University)
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Hepidnyn: We discuss a (analytical and numerical) method of finding diffusion
(volatility) coefficient of the Black-Scholes equation from market data given for two expire
times. We discuss the general problem and propose a linearization around constant
volatility, which can be found from the Black-Scholes formula. We assume that the
correction term in the volatility linearly depends on time, derive a system of one-
dimensional integral equations with explicit kernels, obtain  uniqueness
results and use numerical solution of this system to find correction terms and to compare
results with real market data.
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