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Chapter 11 — Basic Methods

Algorithm 30, line s, should read

if sign f(a) # sign f(c) then

Chapter 15 — Calibrating option pricing models

“In Merton’s model the log-jumps are distributed as CORRECTED in print edition
in June 2014

log(1+]i) ~N <log(1 +uy) — 02’,01> :

[...]” (Removed squares from vy.)

There are two errors in the characteristic function of Merton’s jump-diffusion model (only in  CORRECTED in print edition
the printed formula, not in the code); reported by Kenji Ogawa. Additions are in blue. in June 2014

A+B
(PMerton =e€ + (I)

where

1 1
A = iwsy +iwt(r—gq— 70~ Apg) + Eizwzm'

1
B = /\T(GXP <iw log(1+puy) — %iwv] - 2w201> - 1> /

In Equation (15.14a), ¥ must be replaced by r — ¢

dS; = (r — q)Sidt + /0;S;dz\"

“As in Merton’s model, the logarithm of the jump size J; is distributed as a Gaussian, thatis, =~ CORRECTED in print edition
in June 2014

0
log(1+]:) =N <log(1 +uy) — 2],0]> .
[...]” (Removed square from v;.)

In the D-term of the characteristic function of the Bates model, remove the square from Dj. CORRECTED in print edition

The correct expression is: in June 2014

D = —Apjiwt + )\T<(1 + y;)iwe%”ﬂw(i‘*’_l) — 1>



