BEHNEERR HBLE £H 1

1E B FAAP 4 R IR T ) B SRR TB AL R,
Z BHHR

LT
KRG I IR

R

ARG S NI RISE S 5 A FE B S TE S MBI RE T S T T 3R 8 Bl A
(R S0k B B U o S M B 2R A — A R R AR E X B & Black-Scholes
FTEENAA LR > WA R TS E IS R R BLARIRRE S o P IR
1990 ££ 2 1992 £ » FL5F 3 F o A RS - BMHICIHETFERA T RIERERE - 8
B)TE SR IERE /) L E Y Black-Scholes FFEE N o RRTEMEE S 5o /M HE 1B HE T 355
o EREEEE B2 RS AR S FR it — {8 tL Black-Scholes FF B\ B BT T
B HERRE SRR E R A EE o

RRERED « SMERIFH 0 THEHTE » Black-Scholes 3B X » AFEE A% > faib @

An Empirical Study of the Foreign Currency Options
Pricing Model by Using Artificial Neural Networks

An-Pin Chen  Chieh-Yow Chiang-Lin
Institute of Information Management

National Chiao Tung University

Abstract

This research applies the Neural Network on the pricing of specific options and then
compares the results with the outputs from the traditional method. Here, Deutsche Mark
(DM) options traded in CME are chosen as the foreign currency option contracts. The test-
ing time period considered is during January 1, 1990 to December 31, 1992. The result show
that no matter in error degrees, variant degrees and interpret capability, the Neural
Network-based method always has better result than that from the Black-Scholes pricing
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model. Meanwhile, in the test of the Deutsche Mark currency market, the pricing process
by using the new pricing model also shows that the pricing outcome is better and more
stable than that from the traditional Black-Scholes pricing model.

Keywords: Currency Option, Empirical Study, Black-Scholes Pricing Model, Neural
Network
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