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Pricing and application analysis of satisfied- performance option

CAI Ming-chao', FEI Yirwen" *, FEI Fang-yu'
1. Aetna School of Management, Shanghai Jiaotong University, Shanghai 200052, China;
2. School of Economics, Eramus University, Rotterdam, Netherlands

Abstract: The paper presents Satisfied performance option, which means that when underlying assets price is above
an fixed price and another asset’ s price, the option holder has the right to by that asset at the higher price. The pa
per gives risk neutral pricing formula of satisfied performance option under no arbitrage condition. Satisfied perfor
mance option can be used not only in mutual fund investment and rewards design of general portfolio, but also in
corporate governance.

Key words: performance based fee; exchange option; satisfied performance option



