
Journal of Physics: Conference Series

PAPER • OPEN ACCESS

Homotopy Analysis Method for Fractional Barrier
Option PDE
To cite this article: S. E Fadugba and S. O. Edeki 2022 J. Phys.: Conf. Ser. 2199 012008

 

View the article online for updates and enhancements.

You may also like
Exact and analytic solutions of the Ernst
equation governing axially symmetric
stationary vacuum gravitational fields
Mathew Baxter and Robert A Van Gorder

-

A New technique of Initial Boundary Value
Problems Using Homotopy Analysis
Method
D. M. Wang, W. Zhang, M. H. Yao et al.

-

The Airy equation and its alternative
analytic solution
M Turkyilmazoglu

-

This content was downloaded from IP address 165.73.223.225 on 25/05/2022 at 13:51

https://doi.org/10.1088/1742-6596/2199/1/012008
/article/10.1088/0031-8949/87/03/035005
/article/10.1088/0031-8949/87/03/035005
/article/10.1088/0031-8949/87/03/035005
/article/10.1088/1742-6596/916/1/012039
/article/10.1088/1742-6596/916/1/012039
/article/10.1088/1742-6596/916/1/012039
/article/10.1088/0031-8949/86/05/055004
/article/10.1088/0031-8949/86/05/055004
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstwpJF7KS1udodZmp5NDrFKHxOY8qenvKBkGaN0VAdIoT6EWJArK8Rb_cuP4N1UGizJqs8gKxUO-glbDLE51-Yu_hiHZuSeyC_6meWPLe8oLpVvyr3qf3s-IlWTUVCFoUZRn7ovy0IR34WOLXyzwBB-XLZmeScOHsZw6sTJDUc_jwW5skubJFuanOaHBYegNFYxRZWbCj98VppJ1j8snaDg-y1hTDC_CAK_pcArsx0J4hC1l6VFtDWPWmpRHPuBkuMbF6-cXqRzuQ-9bhftMyeaQJr2iBBToK8&sig=Cg0ArKJSzNL4eFXFvqeh&fbs_aeid=[gw_fbsaeid]&adurl=https://community.electrochem.org/eWeb/DynamicPage.aspx%3Fwebcode%3DEventInfo%26Reg_evt_key%3D798362dc-7e0c-42ba-aaf6-31c3418f151e%26RegPath%3DEventRegFees%26FreeEvent%3D0%26Event%3D241st%2520ECS%2520Meeting:%2520Vancouver,%2520BC,%2520Canada%26FundraisingEvent%3D0%26evt_guest_limit%3D9999


Content from this work may be used under the terms of the Creative Commons Attribution 3.0 licence. Any further distribution
of this work must maintain attribution to the author(s) and the title of the work, journal citation and DOI.

Published under licence by IOP Publishing Ltd

ICORTAR 2021
Journal of Physics: Conference Series 2199 (2022) 012008

IOP Publishing
doi:10.1088/1742-6596/2199/1/012008

1

 
 

Homotopy Analysis Method for Fractional Barrier Option PDE 

1
Fadugba S. E,  

2 
Edeki, S. O. 

                         1Department of Mathematics, Ekiti State University, Ado Ekiti, Nigeria 
                         2

Department of Mathematics, Covenant University, Ota, Nigeria 

   

                Contact Emails: soedeki@yahoo.com;  sunday.fadugba@eksu.edu.ng 

  

 Abstract. This paper proposes a fractional numerical study on Time-Fractional Barrier 

Option Model (T-FBOM) via highly convergence solution series method known as 

Homotopy Analysis Method (HAM). Furthermore, the pricing formula for T-FBOM was 

obtained. The performance of the method on some illustrative examples has been 

considered. The results obtained were compared with some existing approaches.  
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1  Introduction 

Most of the practical dynamics phenomena emanated from real life situations were described by fractional 

calculus, see [1-14], just to mention a few. Highly convergence solution series method under consideration 

was first applied by [15]. Some researchers have studied the solution of non-integer differential equations, 

see [16-18]. Fadugba and Edeki [19] and Edeki and Fadugba [20] proposed Laplace-Adomian decoposition 

method and projected differential transformation method, respectively to obtain the solution of barrier 

option PDE model It is also asummed in this paper that the underlying asset price is driven by marked point 

process [21]. Other solution methods that can be adopted for the model include [22-24]. The rest of the 

paper is structured as follows; The solution of T-FBOM via HAM is presented in Section 2, applications of 

the method and concluding remarks were presented in Sections 3 and 4, respectively. 

 

2. The Solution of T-FBOM via HAM 

 

Consider the time-fractional barrier option model of the form 
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In the sense of the Caputo, where cxc ),(  and  is the non-integer order. The solution of (1) subject to 

(2) via is obtained as 

)exp(),(  BKexc x                         (4) 

By means of (3), (4) becomes  
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which is the required solution to TFBOM. Note that the valuation formula for the classical barrier option 

model is retrievable from (5) for 1 .
which is the same as the result obtained by [19] and [20] 

3. Application of the Method 

Consider the following parameters [19]: S= $80, σ = 25% and Bu= $85 and by varying the exercise price K, 

maturity date T, Risk-neutral interest rate r and fractional / non-integer order  . The results generated 

were displayed in Figures 1-5. 

 
Figure 1: HAM, LADM [19], CFRDTM [17], AV [22] with T = 2, r = 0.1, σ = 25%, β = 1, Bu = 85, S =80 

 
Figure 2: HAM, LADM [19] , CFRDTM [17], AV [22] with T = 6, r = 0.1, σ = 25%, β = 1, Bu = 85, S =80 

 
Figure 3: HAM, LADM [19], CFRDTM [17] and AV with T = 10, r = 0.1, σ = 25%, β = 1, Bu = 85, S =80 
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Figure 4: The effect of the non-integer order on T-FBOM prices generated via HAM with σ = 25%, r = 

20%,   S = $80, T =10. 

 
Figure 5: HAM versus AV with different non-integer order  

4. Concluding Remarks 

In this paper, fractional numerical study on T-FBOM has been considered in the sense of Caputo. 

Furthermore, the result of HAM coincides with that of LADM, CFRDTM and also in agreement with AV as 

this is evident in Figures 1-3. Figure 4 shows the effect of the non-integer order on T-FBOM prices obtained 

via HAM. It is observed Figure 5 that when β = 0.25, 0.50, T-FBOM is overpriced and when β =1, T-FBOM 

has the reduced price in maturity time. Decrease in β leads to increase in the payoff of T-FBOM. Moreover, 

the results obtained showed the suitability and effectiveness of HAM. Hence, the methodology can be 

extended for the valuation of financial derivatives with different flavours. 
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