
EUROPEAN CALL OPTION AND FRACTIONAL
FRICTIONLESS/FRICTION MARKET

EHSAN AZMOODEH

Abstract

We first show that in the fractional Black-Scholes model all European options with
convex payoff can be hedged perfectly and corresponding hedging strategy is as if the
stock price had bounded variation. Moreover in the case of European call option, the
hedging strategy stop-loss-start-gain is self-financing and hedging price is the same
as one obtained in [2] and [3].
In the second part with proportional transaction costs to the model we study the
asymptotic hedging problem in the case of European call option.
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