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ABSTRACT. This paper aims at studying properties of a new option pricing model
inspired by logistic equations. The model belongs to a generalized new family of
valuation models developed by Londofio [2]. We prove that the model proposed
is well defined in the sense that the sde’s that define the model has unique non-
explosive solutions, is free of arbitrage opportunities and prove that the proposed
model is (state) complete. We also compare calibration results with the ones ob-
tained by the model proposed by Heston [1]. The calibration process will be run
on option prices from the CBOE starting in December 1997 until December 2008.
Finally we will describe some of the model characteristics.

REFERENCES

[1] Steven L. Heston. A closed-form solution for options with stochastic volatility
with applications to bond and currency options. Review of Financial Studies, 6:
327-343,1993.

[2] Jaime A. Londofio. A more general valuation and arbitrage theory for It6 pro-
cesses. Stochastic Analysis and Applications, 26(4):809-831, July 2008.

DEPARTAMENTO DE MATEMATICAS, UNIVERSIDAD NACIONAL DE COLOMBIA, BOGOTA, COLOM-
BIA
E-mail address: jaime.a.londono@gmail.com

FACULTAD DE FINANZAS GOBIERNO Y RELACIONES INTERNACIONALES, UNIVERSIDAD EXTER-
NADO DE COLOMBIA
E-mail address: javiersn@yahoo.com

Key words and phrases. Stochastic Flows, Logistic-type Equation, State completeness.
1



