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In(RV}) = Bo + B In(RVi—y) + Bo In(RV,™)) + Bs In(RV™) + ug,  wg ~ N(0,0%).  (2)
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In(RV;) = Bo + B1 In(RVi—1) + B2 In(RV}Y) + B3 In(RV}™) + B4|Ri—1| + BsD,_ 1 |Ry—1| + ug, (3)
ug ~ NID(0,0?).
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R, =log(S;) — log(Si—1). (4)
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Pr = exp(—r7)E [Max(K — S, 0)|IT] . (6)
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Max (0, Kexp(—r7) — Spexp(—dr)) < Pr < Kexp(—r7). (7)
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