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With similar changes ofvariables one can remove theprefactorsand term andthus
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Theheatey can be solvedwithFouriertransform

Ip a te f e Pt Q z a dz
keeping a fixed

za Es f e it dipuldp

hate bees

EgjEdp r.tt 1
eirtElrnldp

needto solve Yul t l iplElput I p Elpal

solution Elpal é P Elpol



0 z ut te fe iptolp.uldp

fse iptetmdp.gldp
Seip fly oldy

E Y
Now Seiple e tap'dp getup iphildp

e
t p'tap i if if Jyp

Se Elp TI'dp et if
ptit p

deff getPdp e

É
EEÉÉé

convolution

F'e É s 16 01olla baht
é

Oh ul f Se É 0 ly oldy is thesolutiontotheheater

for ii cond Fly01



with Oly ol max l e Y01 weget

zu EnJe l é dy

Now substitutingback all changesofvariables wouldindeedlead tothe

Black Scholes formula that we discussed before weomitthedetailshere
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