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Delta-hedging Strategy in Jump-Diffusion Model

SHO ITot and KOICHI MIYAZAKI!

Regarding a risk hedging strategy for options, the delta-hedging strategy is the most popular
one. It is usually activated in the Black-Scholes model assuming that the underlying process
follows geometric Brownian motion. In this research, we apply the delta-hedging strategy
to the case that the underlying asset process follows Jump-Diffusion process and examine

distribution of the delta-hedging gain under several parameter settings.
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