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Introduction

Fixed point theory is a powerful tool for the study of differential equations, inte-
gral equations, partial differential equations and their associated problems, as well
as for integral and differential inclusions and problems associated them. The ap-
proach in this case is based on the following method: under appropriate assumptions
on the given problem, one can equivalently transform the problem associated to a
differential equation or to an integral equation or to a partial differential equa-
tion (respectively to a differential inclusion or to an integral inclusion) into a fixed
point equation (respectively inclusion) of the following form = = t(x) (respectively
x € T(x)). Using abstract fixed point theorems one obtain existence, uniqueness
and other qualitative properties of the solution set (such as data dependence, well-

posedness, stability, limit shadowing property, etc.)

The first purpose of this thesis is to present a fixed point theory for the class of sin-
glevalued and multivalued y-contractions in complete metric space. A p-contraction
is a nontrivial extension of the classical concept of contraction. More precisely, if
(X, d) is a metric space and ¢ : Ry — R, is a mapping, then a multivalued operator

T:X — Py q(X) is called a multivalued ¢-contraction if:

(0.9}
(i) ¢ is a strict comparison function (i.e., ¢ is increasing and Z O (t) < o0,

n=0

for each t > 0);

(i) HT(x),T(y)) < @(d(z,y)), for all z,y € X (where H denotes the

Pompeiu-Hausdorff metric on P, (X).

Notice that, if p(t) = kt (with k£ € [0, 1[), then we get the classical notion of multi-



valued k-contraction in Nadler’ sense. Notice also, that the first fixed point theorem
for singlevalued (-contractions in complete metric spaces was given in 1975 by J.
Matkowski and I.A. Rus, while the case of multivalued ¢-contractions in complete
metric spaces was considered for the first time in 1982 by R. Wegrzyk. Since then,
some other results involving multivalued (-contractions were given by I.A. Rus, J.S.
Bae, A. Sintamarian, B.E. Rhoades, A. Petrusgel, A. Muntean, X.Y.-Z. Yuan, etc. In
the second chapter of the thesis, we will discuss several properties (such as existence,
uniqueness, data dependence, approximation, Ulam-Hyers stability, well-posedness,
limit shadowing) of the fixed point inclusion z € T'(x) or of the strict fixed point
equation {z} = T'(z), where T': X — P, (X) is a multivalued y-contraction. The

case of fixed point theory on a set endowed with two metric is also presented.

The second purpose of the thesis is to apply the abstract results above mentioned
to some problems generated by partial differential equations and inclusions and by
integral equations and inclusions. This is the aim of the last two sections of Chapter
2. We obtain existence, uniqueness, approximation, data dependence and Ulam-
Hyers stability results for the Dirichlet problem associated to a nonlinear partial
differential equation involving the Laplace operator, as well as similar results for
Fredholm and Volterra integral inclusions and for a Darboux problem associated to
a second order differential inclusion of order two. Our results extend and complement
some known theorems in the recent literature, such as that given in I.A. Rus, G.
Teodoru, A. Cernea, Castro and Ramos, S.-M. Jung, N. Lungu, C. Craciun and N.
Lungu, S. Reich and A.J. Zaslavski, M. Xu.

The third purpose of this thesis is to present some results concerning the prob-
lem of option pricing under the stochastic volatility model given in 1993 by S.L.
Heston. Modelling the volatility of financial time series via stochastic volatility
models has received a great deal of attention in the finance literature. There are
two types of volatility models: continuous-time stochastic volatility models such as:
Hull and White model (1987), Wiggins(1987), Stein and Stein(1991), Heston(1993),
Bates(1996) and discrete-time stochastic generalized autoregressive conditional het-
eroskedasticity (GARCH) models, see Taylor(1986), Amin and Ng(1993), Heston
and Nandi(1993) and so on.



In their famous work [15], in 1973, Black and Scholes transformed the option
pricing problem into the task of solving a parabolic partial differential equation with
a final condition. Since then, many of the pricing models lead to partial differential
equations, which usually are linear and parabolic. In the third chapter of the thesis
we will deal with the partial differential equation corresponding to the Heston model.
We give an analytical solution for the digital options and we use numerical methods
to solve the option pricing equation in the case of European put options in a Foreign

Exchange setting.
The structure of the work is as follows.

The first chapter, entitled Preliminaries contains the most important notations,

notions and results which are used throughout the thesis.

The second chapter, entitled Fixed points methods for partial differential
equations presents a fixed point theory for multivalued operators satisfying to a

nonlinear contraction condition with a comparison type function ¢ : Ry — Ry.

In the first section of this chapter, we discussed the theory of the metrical fixed
point theorem of R. Wegrzyk [144], by the following perspectives: existence of the
(strict) fixed points, uniqueness of the fixed point and of the strict fixed point,
data dependence of the fixed point set, sequence of multivalued operators and fixed
points, Ulam-Hyers stability of a multivalued fixed point inclusion, well-posedness
of the fixed point problem, set-to-set operatorial equations with multivalued -
contractions, fixed points for the fractal operator generated by a multivalued op-
erator. In the second part, we proved some new fixed point results for non-self
multivalued operators defined on a set with two metrics. Then, in the next part
of this chapter, we will give some fixed point results for operators satisfying to a
compactness condition of Mdnch type, condition introduced in another context by
D. O’Regan and R. Precup in [93]. Then, in the last two sections of this chapter, we
will apply part of the results given below to the study of the existence and Ulam-
Hyers stability of some integral, differential and partial differential equations and

inclusions.

The following results belong to the author:



e in the paragraph 2.1.1: Theorem 2.1.3 — Theorem 2.1.10. These results gener-
alize some recent theorems given by A. Petrugel and I.A. Rus (see the paper
A. Petrugel and I.A. Rus: The theory of a metric fixed point theorem for
multivalued operators, Proc. Ninth International Conference on Fixed Point
Theory and its Applications, Changhua, Taiwan, July 16-22, 2009, 161-175,
2010) and they have been published in V.L. Lazar, Fixed point theory for
multivalued p-contractions, Fixed Point Theory and Applications, 2011(2011),
12 pages, doi:10.1186/1687-1812-2011-50;

e in the paragraph 2.1.2: Theorem 2.1.13 - Theorem 2.1.16, results which
complement and extend some known theorems in the literature given by A.
Petrusgel, I.A. Rus [101], T.A. Lazar, A. Petrusel, N. Shahzad [67], A. Chis-
Novac, R. Precup, I.A. Rus [25], M. Frigon, A. Granas [34]. These results are
published in T.A. Lazar, V.L. Lazar, Fixed points for non-self multivalued
operators on a set with two metrics, JP Journal of Fixed Point Theory and

Applications, 4(2009), No. 3, 183-191;

e in the paragraph 2.1.3: Theorem 2.1.19, Theorem 2.1.20. These theorems
extend, to maps satisfying some compactness conditions introduced by D.
O’'Regan and R. Precup [93], some results given by R.P. Agarwal and D.
O’Regan [1] concerning essential maps in the sense of Moénch. They have
been published in V.L. Lazar, On the essentiality of the Monch type maps,
Seminar on Fixed Point Theory, 1(2000), 59-62;

e in the section 2.2: Theorem 2.2.2 and Theorem 2.2.3. The theorems con-
cern with existence and Ulam-Hyers stability results for the Dirichlet prob-
lem associated to some nonlinear elliptic partial differential equations. Our
approach is based on the weakly Picard operator technique. These results
have been presented at the 7th International Conference on Applied Math-
ematics, Baia Mare, September 01-04, 2010 and will be published in V.L.
Lazar, Ulam-Hyers stability results for partial differential inclusions, ac-
cepted for publication in Creative Math. Inform., 20(2011), No.3. The

Ulam stability (Ulam-Hyers, Ulam-Hyers-Rassias, Ulam-Hyers-Bourgin,...) of



various functional equations have been investigated by many authors (see
[18, 22, 29, 35, 50, 51, 56, 94, 109, 110]). There are also some results for
differential equations ([57, 59, 60, 84, 122]), integral equations ([58, 121]), par-
tial differential equations ([79], [80], [129], [130]) and for difference equations
[19, 106, 107]).

e in the section 2.3: Theorem 2.3.2-Theorem 2.3.4, results which have been pre-
sented at the International Conference on Nonlinear Operators and Differential
Equations, Cluj-Napoca, July 5-8, 2011 and submitted for publication to Elec-
tronic Journal of Qualitative Theory of Differential Equations, see V.L. Lazar
[75]. Using the multivalued weakly Picard operator technique, the above theo-
rems present existence and Ulam-Hyers stability results for integral inclusions

of Fredholm and Volterra type and for some partial differential inclusions.

In the third chapter, entitled Heston model, we will present some results con-
cerning the problem of option pricing under a stochastic volatility model, namely

the Heston model (see [44], 1993).

The aim of the first section of this chapter is to analyse the problem of digital
option pricing under the Heston stochastic volatility model. In this model the vari-
ance v, follows the same square-root process as the one used by Cox, Ingersoll and
Ross (see [26]) from the short term interest rate. We present an analytical solution

for this kind of options, based on S. Heston’s original work [44].

In the last section of this chapter we use finite difference and element methods
to solve numerically the option pricing equation in the case of European put op-
tions under the Heston model, solving partial differential equations by this stan-
dard numerical methods being possible for a wide range of option models (see

[31, 55, 63, 64, 147, 148]).
Author’s contributions are:
e in the section 3.1: Theorem 3.1.1, Theorem 3.1.2, results which have been

published in L.V. Lazar, Pricing Digital Call Option in the Heston stochastic
volatility model, Studia Univ. Babeg-Bolyai, Mathematica, vol. XLVIII, no.3,



2003, 83-92. These theorems give a closed-form solution for digital options

with stochastic volatility in the case of the Heston model;

e in the section 3.2: Theorem 3.2.1. We have considered here the case of Euro-
pean put options under stochastic volatility in a Foreign Exchange setting to
illustrate how the finite difference and finite element methods can be used.
The option pricing partial differential equation for the Heston model is a
convection-diffusion equation with the diffusion term linear in v and so is
the convection term up to an additional constant. For more about convection-
diffusion equation and numerical methods see [3, 63, 64, 86, 108, 115, 139,
147, 148]. The author’s results have been presented at International Confer-
ence on Nonlinear Operators and Differential Equations, August 24-27, 2004,
Cluj-Napoca and have been published in V.L. Lazar, Finite difference and
element methods for pricing options with stochastic volatility, Int. Journal of

Pure and Applied Mathematics, vol. 28(2006), No.3, 339-354.

At the end of this short Introduction, I would like to address special thanks to my
scientific advisor, Professor Dr. Adrian Petrugel, for his careful guidance, support,
advices, endless patience and permanent encouragement that I received during this

period.

I would also like to thank to the members of the Differential Equations research
group, as well as, to all the collaborators of the Nonlinear Operators and Differential
Equations research seminar, for the help and collaboration they offered me. My
special thanks for Professor Radu Precup, for his kind help during these years.
From all together and from each of them I have learn a lot. My formation as a
teacher and a researcher was made at the Faculty of Mathematics and Computer
Science from Babes-Bolyai University Cluj-Napoca. I want to thank all my teachers

once again.

I would like to express my gratitude to Professor Dr. Ralf Korn, from University
of Kaiserslautern for provided me with invaluable advices and comments on my
research concerning the option pricing theory. Also I want to thank to Fraunhofer-

Institute for Industrial Mathematics (ITWM) from Kaiserslautern, Germany for
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providing funds to support my research program during the period I've study at the

University of Kaiserslautern.

Finally, I would like to thank my parents for making my education a priority, my
wife Tania for standing beside me and my two children Razvan and Tudor for their
patience. Without their love and constant support, it would not have been possible

for me to write this thesis.

Cluj-Napoca, September 2011 Ph.D. Student Vasile Lucian Lazar
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Chapter 1

Preliminaries

The purpose of this chapter is to recall some basic notions and results needed in
the main part of this Ph.D. thesis. Thus, in the first part we review some concepts
and theorems from Nonlinear Analysis, while in the last two paragraphs we will give

notions and results from the Options Theory.

1.1 Some Concepts and Results in Nonlinear Analysis

Throught this thesis we will use the classical notations and notions in Nonlinear

Analysis, see [8, 9, 13, 38, 39, 40, 47, 62, 97, 100, 125, 126, 140, 153).

1.2 Basic Option Theory

1.3 Stochastic Volatility Models

In this two paragraphs we recall classic notions and results from the option pricing

theory, see [2, 4, 12, 15, 26, 44, 45, 49, 63, 64, 72, 77, 137, 146, 147, 145].

13
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Chapter 2

Fixed Points Methods for

Partial Differential Equations

The purpose of this chapter is to present a fixed point theory for multivalued op-
erators satisfying a nonlinear contraction condition with a comparison type function
¢ : Ry — R4. In the first section of this chapter, we will discuss the theory of
the metrical fixed point theorem of R. Wegrzyk [144], by the following perspectives:
existence of the fixed points, uniqueness of the fixed point and the strict fixed point,
data dependence of the fixed point set, sequence of multivalued operators and fixed
points, Ulam—Hyers stability of a multivalued fixed point inclusion, well-posedness of
the fixed point problem, set-to-set operatorial equations, fixed points for the fractal
operator generated by a multivalued operator. In the second part of this section,
we proved some new results of the fixed point theory for a set with two metrics for
non-self multivalued generalized contractions. As consequences, new open operators
principles are obtained. In the last part of this section, we will give some fixed point
results for operators satisfying to a compactness condition of Monch type, condition
introduced in another context by D. O’Regan and R. Precup in [93]. Then, in the
last two sections of this chapter, we will apply part of the results given below to
the study of the existence and Ulam-Hyers stability of some integral, diferential and

partial differential equations and inclusions.

15



16 Fixed points methods for partial differential equations

2.1 Fixed Point Theorems

2.1.1 Fixed Point Theory for Multivalued ¢-Contractions

Our results generalize some recent theorems given in A. Petrugel and I.A. Rus
(The theory of a metric fixed point theorem for multivalued operators, Proc. Ninth
International Conference on Fixed Point Theory and its Applications, Changhua,
Taiwan, July 16-22, 2009, 161-175, 2010). For the single-valued case see I.A. Rus
[120] and [116].

Let T : X — P(X) be a multivalued operator. Then, the operator 7' : P(X) —
P(X) defined by

T(Y):=|J T(x), forY e P(X)
zeY

is called the fractal operator generated by T'.

It is known that if (X,d) is a metric spaces and T' : X — P.,(X), then the

following conclusions hold:
(a) if T is upper semicontinuous, then 7'(Y") € P,,(X), for every Y € Py, (X);
(b) the continuity of 7" implies the continuity of T': Poy(X) — Pap(X).
IfT:X = P(X), then T° := 1x, T' :=T,..., 7" = ToT" n € N denote
the iterate operators of T.

By definition, a periodic point for a multivalued operator 7' : X — P,(X) is an
element p € X such that p € Fpm, for some integer m > 1, i.e., p € Tm({p}) for

some integer m > 1.

We recall now from Rus et al. [131] the notion of multivalued 1)—weakly Picard

operator.

Definition 2.1.1 Let (X,d) be a metric space and T : X — P(X) be a MWP
operator. Then, we define the multivalued operator T : Graph(T) — P(Fr) by the
formula T (x,y) = { z € Fr | there exists a sequence of successive approximations

of T starting from (x,y) that converges to z }.
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Definition 2.1.2 Let (X, d) be a metric space and let ¢ : Ry — Ry be an increasing
function which is continuous in 0 and ¥ (0) =0. Then T : X — P(X) is said to be
a multivalued -weakly Picard operator if it is a multivalued weakly Picard operator

and there exists a selection t*° : Graph(T) — Fix(T) of T such that

d(z,t™(x,y)) < ¥(d(x,y)), for all (z,y) € Graph(T).

If there exists ¢ > 0 such that ¥(t) = ct, for each t € Ry, then T is called a

multivalued c-weakly Picard operator.

Example 2.1.1 Let (X,d) be a complete metric space and T : X — Py(X) be a

multivalued a-contraction. Then T is a c-MWP operator, where ¢ = (1 —a)~

The following result is known in the literature as Matkowski-Rus’s theorem.

Thorem 2.1.1 (J. Matkowski [82], I. A. Rus [125]) Let (X, d) be a complete metric
space and f : X — X be a p-contraction, i.e., ¢ : Ry — Ry is a comparison function

and
d(f(z), f(y) < e(d(z,y)) forallz,y € X.

Then f is a Picard operator, i.e., f has a unique fized point x* € X and

lim, 400 [M(x) = 2%, for all x € X.

The multivalued variant of the above result is the following theorem proved by

R. Wegrzyk, (see [144]).

Thorem 2.1.2 Let (X,d) be a complete metric space and T : X — Py(X) be a
multivalued @-contraction, where ¢ : Ry — Ry is a strict comparison function.
Then Fr is nonempty and for any o € X there erists a sequence of successive

approximations of T starting from xg which converges to a fixed point of T.
Our first result concerns the case of multivalued ¢-contractions.

Thorem 2.1.3 (V.L. Lazar, [73]) Let (X,d) be a complete metric space and T :

X — Py(X) be a multivalued @-contraction. Then, we have:
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(i) (existence and approximation of the fixed point) T is a MWP operator (see
R. Wegrzyk [144]);

(i1) If additionally ¢(qt) < qp(t) for every t € Ry (where ¢ > 1) and t = 0
is a point of uniform convergence for the series ZOO 1cp”(t), then T is a Y-MWP
n—=
0" (t));

(11i) (Data dependence of the fixed point set) Let S : X — P.(X) be a multi-

operator, with ¥(t) ==t + s(t), for each t € Ry (where s(t) := Zooi

valued -contraction and n > 0 be such that H(S(z),T(x)) < n, for each v € X.
Suppose that p(qt) < qp(t) for every t € Ry (where ¢ > 1) and t = 0 is a point of
uniform convergence for the series Zoo 1(,0"(t). Then, H(Fs, Fr) < ¥(n);

n—=

(iv) (sequence of operators) Let T,T,, : X — Py(X),n € N be multivalued
p-contractions such that T, (x) 2 T(x) as n — 400, uniformly with respect to each

x € X. Then, Fr, g Fr as n — +oo.
If, moreover T'(z) € P.p(X), for each x € X, then we additionally have:

(v) (generalized Ulam—Hyers stability of the inclusion x € T(x)) Let € > 0
and © € X be such that D(x,T(x)) < e. Then there exists x* € Fp such that

d(z,z*) < (e);

(vi) T is upper semicontinuous, T : (Pup(X), H) — (Pep(X), H), T(Y) :=
UxeY T(x) is a set-to-set -contraction and (thus) Fy = {A}};

(vii) T™(x) 2 A% as n — +o0, for each v € X;
(viti) Fr C A% and Fr is compact;
(ix) Ak = UneN* T"(z), for each x € Fr.

Remark 2.1.1 For related results to (vi) and (vii)-(ix) see also Andres-Gdrniewicz

[7] and Chifu and Petrusel [24].

A second result for multivalued ¢-contractions is as follows.

Thorem 2.1.4 (V.L.Lazar, [73]) Let (X,d) be a complete metric space and T :
X — Py(X) be a multivalued @-contraction with SFp # (). Then, the following
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assertions hold:
(x) Fr = SFr = {z*} (see A. Sintamarian [135]);

(zi) If, additionally T(x) is compact for each x € X, then Frn = SFrn = {z*}

forn e N*;

(zii) If, additionally T(x) is compact for each x € X, then T"(x) Zi {z*} as

n — +oo, for each z € X;

(xiii) Let S : X — Py(X) be a multivalued operator and n > 0 such that
Fs # 0 and H(S(z),T(z)) <mn, for each x € X. Then, H(Fg,Fr) < B(n), where
B : Ry — Ry is given by B(n) :=sup{t € Ry| t — p(t) < n};

(ziv) Let T, : X — Py(X),n € N be a sequence of multivalued operators such

that Fr,y # 0 for each n € N and T, (z) ZLe T(z) as n — 400, uniformly with respect

tox € X. Then, FTngFT as n — +oo.

(zv) (Well-posedness of the fixed point problem with respect to D) If (zy)nen s

a sequence in X such that D(xy,,T(x,)) — 0 as n — oo, then z, b o asn — 00;

(zvi) (Well-posedness of the fized point problem with respect to H ) If (xn)neN

is a sequence in X such that H(xy,, T (zy)) — 0 as n — oo, then xy, b 2 asn — 00;

(xvii) (Limit shadowing property of the multivalued operator) Suppose addi-
tionally that ¢ is a sub-additive function. If (yn)nen is a sequence in X such that
D(yn+1,T(yn)) — 0 as n — oo, then there exists a sequence (xy)neny C X of suc-

cessive approximations for T, such that d(zy,yn) — 0 as n — oo.
A third result for multivalued y-contraction is the following.

Thorem 2.1.5 (V.L. Lazar, [73]) Let (X,d) be a complete metric space and T :
X — Pp(X) be a multivalued p-contraction such that T(Fr) = Fr. Then, we have:

(zviii) T™(z) B Proasn — +oo, for each x € X;
(ziz) T'(x) = Fr, for each x € Fr;

(xx) If (xn)neny C X is a sequence such that z, = Fr as n — oo, then



20 Fixed points methods for partial differential equations

T(xy) B Proasn— +oo.

For compact metric spaces, we have:

Thorem 2.1.6 (V.L. Lazar, [73]) Let (X,d) be a compact metric space and T :

X — Py(X) be a multivalued @-contraction. Then, we have:

(xxi) (Generalized well-posedness of the fized point problem with respect to D)
if (Tn)nen is a sequence in X such that D(zy,T(x,)) — 0 as n — oo, then there

. d .
exists a subsequence (xp,)ien Of (Tn)nen Tn, — =* € Fr as i — oo.

Remark 2.1.2 For the particular case p(t) = at (with a € [0,1[), for each t € Ry
see Petrugel and Rus [102].

We need now another important concept in the theory of strict fixed points for

multivalued operators.

Definition 2.1.3 (Petrusel-Rus [103], [102]) Let (X,d) be a metric space. Then,
by definition, T : X — P(X) is called a multivalued Picard operator if and only if:

(i) (SF)r = Fr ={z"};

(ii) T"(x) Hg {z*} as n — oo, for each x € X.

The problem is to give sufficient conditions such that 7" is a multivalued Picard

operator.

Thorem 2.1.7 (V.L. Lazar) Let (X,d) be a complete metric space and letT : X —
Py (X) be a multivalued @-contraction with (SF)r # (. Then, we have:

(i) Fr = (SF)r = {2"};
it) T (z) i {z*} as n — +o0, for each v € X,

i.e., T is a multivalued Picard operator.

Another result of this type involves the so-called multivalued (6, ¢)-contractions.
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Definition 2.1.4 Let (X,d) be a metric space. Then, by definition, T : X — Py(X)
is called a multivalued strong (9, )-contraction if ¢ : Ry — Ry is a comparison

function and

T(Y)) <p(0(Y)), for eachY € Py(X),

with Y a non-singleton set.

Thorem 2.1.8 (V.L. Lazar) Let (X,d) be a complete metric space and T : X —
P(X) be a multivalued strong (9, p)-contraction such that T(X) € Py(X). Then T

1s @ multivalued Picard operator.

Recall now that a self-multivalued operator T': X — P, (X) on a metric space
(X,d) is called (e, ¢)-contraction if € > 0,¢ : Ry — Ry is a strict comparison

function and
z,y € X with z # y and d(z,y) < € implies H(T'(z),T(y)) < ¢(d(x,y)).
For the case of periodic points we have the following results.
Thorem 2.1.9 (V.L. Lazar, [73]) Let (X,d) be a metric space and T : X — Pp(X)
be a continuous (€, p)-contraction. Then, the following conclusions hold:
(i) T™ : Pop(X) = Pop(X) is a continuous (e, )-contraction, for each m € N*;

(it) if, additionally, there exists some A € Py(X) such that a subsequence
(T™(A))ien= of (T™(A))men+ converges in (Poy(X), H) to some X* € Py(X), then

there exists x* € X* a periodic point for T.

As a consequence, another existence result for periodic points of a multivalued

operator is the following.

Thorem 2.1.10 (V.L. Lazar, [73]) Let (X, d) be a compact metric space and T :
X — Pey(X) be a continuous (€, p)-contraction. Then, there exists * € X a periodic

point for T.

Remark 2.1.3 We also refer to [111, 112] for some results of this type for multi-

valued operators of Reich’s type.
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2.1.2 Fixed Points for Non-self Multivalued Operators on a Set
with Two Metrics

Let (X,d) be a metric space, xg € X and r > 0. Denote by B(xo;r) := {z €
X|d(zo,x) < r} the open ball centred in ¢ with radius  and by B(zo:r) := {z €
X|d(zo,xz) < r} the closed ball centred in xy with radius r. We will denote by
B%(xg,r) the closure of B(zg,r) in (X,d).

Also, we denote by I(f) :={Y C X|f(Y) C Y} the set of all invariant subsets
for f, by I(f) :=={Y € I(f)|Y is bounded} the set of all bounded invariant subsets
for f and by I o(f) :=={Y € I,(f)| Y is closed }.

An operator f : Y C X — X is said to be an a-contraction if a € [0,1[ and

d(f(x), f(y)) < ad(z,y), for all 2,y € Y.

The following result is well-known consequence of the Banach-Caccioppoli fixed

point principle:

Thorem 2.1.11 (Granas-Dugundgi, [40]) Let (X, d) a complete metric space, xo €
X andr > 0. If f: B(zo;r) — X is an a-contraction and d(xg, f(x0)) < (1 —a)r,

then f has a unique fized point.

Let us remark that if f : B(xg;r) — X is an a-contraction such that
d(zo, f(z0)) < (1 — a)r, then B(zo;r) € Iy (f) and again f has a unique fixed
point in B(zo; 7).

Let E be a Banach space and Y C E. Given an operator f : Y — FE, the operator
g :Y — FE defined by g(x) := x — f(x) is called the field associated with f. An

operator f:Y — F is said to be open if for any open subset U of Y the set f(U) is

open in F too.

As a consequence of the above result, one can obtain the following domain in-

variance theorem for contraction type fields.

Thorem 2.1.12 (Granas-Dugundji, [40]) Let E be a Banach space and Y be an
open subset of E. Consider f : U — E be an a-contraction. Let g : U — FE
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g(z) :=x — f(x), the associated field. Then:

(a) g: U — E is an open operator;

(b) g : U — g(U) is a homeomorphism. In particular, if f : E — E, then the

associated field g is a homeomorphism of E into itself.
Recall two important facts.

Lemma 2.1.1 Let (X,d) be a metric space. Then Dy(-,Y) : (X,d) — Ry, x —

Dy(x,Y), (where Y € P(X)) is nonexpansive and hence continuous.

Lemma 2.1.2 Let X be a normed space. Then for oll x,y € X and for all A €
P.4(X) we have: D(z,A+y) = D(y,z — A).

Let us also mention that, if Y is a subset of a metric space X and € > 0, then
VO(Y;€) denotes the open e-neighborhood of Y, i.e., VO(Y;¢e) = {z € X| D(z,Y) <
e}

The following result is a local Wegrzyk type theorem on a set with two metrics.

Thorem 2.1.13 (T.A. Lazar, V.L. Lazar, [68]) Let X be a nonempty set and d,d’

two metrics on X, xg € X, r > 0. Suppose that

(i) (X,d) is a complete metric space;
(ii) there exists ¢ > 0 such that d(x,y) < cd'(z,y) for each x,y € X;

(iii) ¢ : Ry — Ry be a strict comparison function such that the function

YRy = Ry, ¥(t) :=t — @(t) strict increasing and continuous with
[e.e]
Y W(r) < ().
n=0

Let T : BY(z0;7) = Py(X) be a multivalued @-contraction with respect to d' such
that
Dy (zo, T (x0)) <1 — @(r).
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Suppose that T : BY (zo;7) — P((X,d)) is closed.
Then Fr # ().

As a consequence we can obtain a result on the open ball.

Thorem 2.1.14 (T.A. Lazar, V.L. Lazar, [68]) Let X be a nonempty set and d,d

two metrics on X, rg € X, r > 0. Suppose that

(i) (X,d) is a complete metric space;
(ii) there exists ¢ > 0 such that d(z,y) < cd'(x,y) for each x,y € X;

(iii) ¢ : Ry — Ry be a strict comparison function such that the function
PRy — Ry, ¥(t) :=t — p(t) is strictly increasing and continuous in r, with
[e.e]
D 9" (W(s)) < ¢(s) for all s €)0,7].
n=0
Let T : By(xo;7) — Py(X) be a multivalued ¢-contraction respect to metric d' such
that Dy (o, T(x0)) <1 — (7).

Then Fp # ().

Using the above theorem we can obtain an open operator principle in a Banach

space.
Thorem 2.1.15 (T.A. Lazdr, V.L. Lazdr, [68]) Let X be a linear space and ||-|| , |||’
be two norms on X. We denote by d,d’ the metrics induced by the norms |-||, ||-]|"-

Suppose that (X,d) is complete. Let U an open set with respect to the norm |- and
let T:U — Py(X) be a multivalued operator.

Suppose that:

(i) there exists ¢ > 0 such that d(z,y) < cd'(z,y) for all z,y € X;
(i) T : U — Py(X) is a p-contraction with respect to the norm H||l, i.e.

Hy(T(x1),T(x2)) < o(d (21, 12)) for all x1,x9 € U;
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(iii) ¢ : Ry — Ry be a strict comparison function, such that the function 1 :

Ry — Ry, ¥(t) ==t — @(t) is strictly increasing and continuous on Ry and

there exists ro > 0 such that Z " (¥(s)) < @(s), for each s €]0, 1|

n=1

Then, the multivalued field G : U — P(X),G(x) = x — T'(z) is an open operator in

the topology generated by the norm ||-||.

Let us establish now a fixed point result for multivalued Caristi type operators

defined on a ball from a space X endowed with two metrics.

Thorem 2.1.16 (T.A. Lazar, V.L. Lazar, [68]) Let X be a nonempty set, and d,d’

two metrics on X, xog € X and r > 0. Suppose that:

(i) (X,d) is a complete metric space;

(ii) there exists ¢ > 0 such that d(z,y) < cd'(x,y) for each x,y € X;

Let ¢ : X — Ry be a function with ¢(xg) < r.

Consider T : B (zo;7) — Puy(X) such that for each x € B3, (xo;7) there exists

y € T(x) such that d'(z,y) < p(z) — p(y).

If T is a closed operator with respect to the metric d (i.e., Graph(T) is a closed
set with respect to the product topology on X x X generated by d), then Fp # ().

2.1.3 On the Essentiality of the Monch Type Maps

In this paragraph, some results by R.P. Agarwal and D. O’'Regan [1] concerning
essential maps in the sense of Mdnch are extended to maps satisfying some com-

pactness conditions introduced by D. O’Regan and R. Precup [93].

We begin by presenting the fixed point theorem of Moénch [87], which has been
particularly useful in establishing existence of solutions to nonlinear boundary value

problems in Banach spaces [42].
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Thorem 2.1.17 Let X be a Banach space, D be a closed, convex subset of X and

xo € D. Let f: D — D be a continuous map with the property:

C c D,C — countable
C =7co({zo} U f(C))

Then f has a fixed point.

= C is compact (2.1.1)

The following result is a Leray-Schauder type theorem:

Thorem 2.1.18 Let X be a Banach space, U an open subset of X and xg € U. Let

f:U — X be a continuous map with the property:

C c U,C — countable

C =eo({zo} U f(C))
If x # (1= Nxo + Af (), for any x € OU and X € (0,1), then f has a fized point in
U.

= C is compact (2.1.2)

Remark 2.1.4 Note that 2.1.1 and 2.1.2 can be replaced by the more general as-

sumptions
McD
M = co({zo} U f(M)) = M is compact (2.1.3)
M =C,C C M,C — countable )

and
McU
M = co({zo} U f(M)) = M is compact (2.1.4)
M =C,C C M,C — countable

respectively.

The conditions (2.1.3) and (2.1.4) are useful to establish generalizations of

Ménch’s fixed point theorems for multivalued maps (see[93]).

Definition 2.1.5 We let M(U, X) denote the set of all continuous maps f : U —
X, which satisfy 2.1.4 with x¢g = 0.
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Definition 2.1.6 Welet f € Mpy(U,X) if f € M(U,X) and x # f(x) forx € OU.

Definition 2.1.7 A map f € Myy (U, X) is essential if for every g € Moy (U, X)

with g/ou = f/ou there exists x € U with x = g(x).

These definitions, corresponding to condition 2.1.2, have been given by R.P. Agarwal

and D.O’Regan [1].

The first result is an example of the zero map being essential in Myy (U, X).

Thorem 2.1.19 (V.L. Lazar, [69]) Let X be a Banach space and let U an open
subset of X with 0 € U. Then the zero map is essential in May (U, X).

The following result is a nonlinear alternative of Leray-Schauder type for Ménch

type maps.

Thorem 2.1.20 (V.L. Lazar, [69]) Let X be a Banach space and let U be an open
subset of X with 0 € U. Suppose f € M(U, X) satisfies x # \f(x) for any x € OU
and X € (0,1]. Then f is essential in Myy (U, X). In particular f has a fived point
inU.

2.2 Ulam-Hyers Stability Results for Partial Differen-

tial Equations

We will present first some notions and results from the weakly Picard operator

theory (see [118]; see also [126], pp. 119-126).

Let (X,d) be a metric space and f : X — X an operator. We denote by Fy :=
{z € X | f(x) = x}, the fixed point set of the operator f. By definition f is weakly
Picard operator if the sequence of successive approximations, f™(z), converges for

all x € X and the limit (which may depend on z) is a fixed point of f.

If f is a weakly Picard operator then we consider the operator f>* : X — X
defined by f*(z) := li_>m f™(x). It is clear that f*°(X) = Fy. Moreover, f* is a
n oo

set retraction of X to FY.
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If f is a weakly Picard operator and Fy = {z*}, then by definition f is a Picard
operator. In this case f* is the constant operator, f*(z) = 2*, V x € X. The

following class of weakly Picard operators is very important in our considerations.

Definition 2.2.1 Let (X, d) be a metric space and let ¢ : Ry — R be an increasing
function which is continuous in 0 and ¥(0) = 0. An operator f : X — X is said to

be a Y-weakly Picard operator if it is weakly Picard operator and

d(z, f*(z)) < Y(d(z, f(x))), foralzxzeX.

In the case that ¥ (t) = ct with ¢ > 0, we say that f is c-weakly Picard operator.

Example 2.2.1 Let (X, d) be a complete metric space and f : X — X an operator

with closed graph. We suppose that f is graph a-contraction, i.e.,

d(f*(z), f(x)) < ad(z, f(z)), ¥ 2 € X.

Then f is a c-weakly Picard operator, with ¢ = (1 — a)~!.

Example 2.2.2 Let (X,d) be a complete metric space, ¢ : R — R4 a function

and f: X — X an operator with closed graphic. We suppose that:
(i) f is a p-Caristi operator, i.e., d(z, f(z)) < ¢p(x) — p(f(z)), V x € X;

(ii) there exists ¢ > 0 such that ¢(z) < cd(z, f(x)), V z € X.

Then f is a c-weakly Picard operator.

On the other hand, by the analogy with the notion of the Ulam-Hyers stability in
the theory of functional equation (see [51, 56, 22, 18, 29, 35, 41, 46, 50, 94, 109, 110}),
the following concept was introduced by I.A. Rus in [124].

Definition 2.2.2 Let (X,d) be a metric space and f : X — X an operator. By

definition, the fized point equation

z = f(z) (2.2.1)
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is generalized Ulam-Hyers stable if there exists ¢ : Ry — Ry increasing, continuous

in 0 and ¥(0) = 0 such that for each € > 0 and each solution y* of the inequation

d(y, f(y) <e (2.2.2)

there exists a solution x* of the equation (2.2.1) such that

d(y", z%) < (e).

If, in particular, there exists ¢ > 0 such that ¥ (t) := ct, for each t € Ry, the equation
(2.2.1) is said to be Ulam-Hyers stable.

The following results are important for our considerations.

Lemma 2.2.1 (ILA. Rus [124]) If f is a y-weakly Picard operator, then the fized

point equation (2.2.1) is generalized Ulam-Hyers stable.

Lemma 2.2.2 (I.A. Rus [124]) Let (X, d) be a metric space, f : X — X an operator
and X = UXZ' a partition of X such that f(X;) C X;, Vi € 1. If the equation
(2.2.1) is Z[illam—Hyers stable in each (X;,d), i € I, then it is Ulam-Hyers stable in
(X,d).

I will consider first the Dirichlet problem associated to a nonlinear elliptic equa-
tion. Let Q be a bounded domain in R™ with sufficiently smooth border 9f). Consider

the following problem.

Au = f(z,u(x)) (2.2.3)

U|39 =0

where f is a continuous function on € x R.

Throughout this paragraph I will denote by ||-||¢ the supremum norm in C'(Q,R).

Lemma 2.2.3 In the above conditions, the Dirichlet problem 2.2.3 is equivalent to

the following integral equation
u(w) = = [ Glas) (s, ul)is, (2.2.4)
Q

where G denotes the usual Green function corresponding to the Laplace operator.
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We recall now Matkowski-Rus fixed point theorem.

Thorem 2.2.1 (J. Matkowski [82], 1. A. Rus [125]) Let (X, d) be a complete metric
space and f : X — X a @-contraction. Then Fy = {z*} and f"(x9) — x* asn — oo,

for all zg € X, i.e., f is a Picard operator.

Remark 2.2.1 If in the above result, we additionally suppose that the function 1 :
Ry — Ry, ¥(t) :=t — (t) is strictly increasing and onto, then the operator f is
Ww-weakly Picard. Indeed, for each x € X, we have

d(x,2%) < d(z, f(2)) +d(f(2), f(a")) < d(, f()) + p(d(x,2")).

Hence

d(z,z*) <~ Yd(z, f(z)), for each z € X.

Our first main result is the following existence, uniqueness and stability result

for the Dirichlet problem 2.2.3.

Thorem 2.2.2 (V.L.Lazar, [7}]) Let Q be a bounded domain in R™ such that its
border 0N) is sufficiently smooth. Denote by G denotes the usual Green function

corresponding to the Laplace operator. Suppose that:

(i) f € C(QAxR,R);
(ii) there exist p € C(Q,R) with sup/G(:L', s)p(s)ds < 1 and a comparison
z€Q
Q
function ¢ : Ry — R, such that for each s € Q and each u,v € R we have that

[ (s,u) = f(s,0)] < p(s)e(u—vl);

Then, the Dirichlet problem 2.2.3 has a unique solution u* € C(Q,R). Moreover, if
the function ¥ : Ry — Ry, (t) :=t — @(t) is strictly increasing and onto, then the
Dirichlet problem 2.2.3 is generalized Ulam-Hyers stable with function ¢!, i.e., for
each € > 0 and for each e-solution y* of the Dirichlet problem 2.2.3 we have that

lu*(x) — y*(x)| < ¥~ 1(e), for each x € Q.
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Remark 2.2.2 Theorem 2.2.2 generalizes some known results in the literature, such

as Theorem 16.2.1 in I.A. Rus [117].

A second result concerns with the case of a Dirichlet problem for a partial differ-

ential equation with modified argument.

Consider the following problem

Au = f(z,u(g(x)))

Ujpn = 0,

(2.2.5)
where f is a continuous function on 2 x R and g € C(Q2,Q).

Thorem 2.2.3 (V.L.Lazar, [74]) Let Q be a bounded domain in R™ such that its
border 0N) is sufficiently smooth. Denote by G denotes the usual Green function

corresponding to the Laplace operator. Suppose that:
(i) f € C(QAxR,R) and g € C(Q,Q);
(ii) there exist p € C(Q,R) with sup/G(x, s)p(s)ds < 1 and a comparison
e
function ¢ : Ry — R, such that for each s (é Q and each u,v € R we have that
| (s,u) = f(s,0)] < p(s)e(u—vl);

Then, the Dirichlet problem 2.2.5 has a unique solution u* € C(2,R). Moreover, if
the function ¥ : Ry — Ry, () :=t — p(t) is strictly increasing and onto, then the
Dirichlet problem 2.2.5 is generalized Ulam-Hyers stable with function ¢y, i.e., for
each € > 0 and for each e-solution y* of the Dirichlet problem 2.2.5 we have that

lu*(x) — y*(z)| < ¥~ 1(e), for each x € Q.

2.3 Ulam-Hyers Stability Results for Partial Differen-

tial Inclusions

Using the weakly Picard operator technique, we will present existence and Ulam-
Hyers stability results for integral inclusions of Fredholm and Volterra type and for

some problems associated to partial differential inclusions.
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We present now some Ulam-Hyers stability concepts for the fixed point problem

associated to a multivalued operator.

Definition 2.3.1 (I.A. Rus, [124]) Let (X,d) be a metric space and T : X — P(X)

be a multivalued operator. The fixed point inclusion
xeT(x), xeX (2.3.1)

is called generalized Ulam-Hyers stable if and only if there exists ¥ : Ry — R4
increasing, continuous in 0 and 1(0) = 0 such that for each € > 0 and for each

solution y* € X of the inequation

Da(y,T(y)) < ¢ (2.3.2)
there exists a solution x* of the fixed point inclusion (2.3.1) such that

d(y*, z%) < ¥(e).

If there exists ¢ > 0 such that ¢(t) := ct, for each t € Ry, then the fixed point

inclusion (2.8.1) is said to be Ulam-Hyers stable.

The following theorem is an abstract result concerning the Ulam-Hyers stability

of the fixed point inclusion (2.3.1) for multivalued operators with compact values.

Thorem 2.3.1 (L. A. Rus, [124]) Let (X,d) be a metric space and T : X — Pp(X)
be a multivalued -weakly Picard operator. Then, the fized point inclusion (2.3.1) is

generalized Ulam-Hyers stable.

We consider here some integral inclusion of Fredholm and Volterra type.
Throughout this section we will denote by ||-|| the supremum norm in C(]a,b], R")

and by |- | a norm in R™.

Consider first the following Fredholm type integral inclusion.

b
z(t) € /K(t,s,x(s))ds—i—g(t), t € la,b]. (2.3.3)

a
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The main result concerning the stability of the Fredholm integral inclusion (2.3.3)

is the following.

Thorem 2.3.2 (V.L. Lazar, [75]) Let K : [a,b] x [a,b] X R" — Py o (R") and
g : [a,b] = R™ such that:

(i) there exists an integrable function M : [a,b] — Ry such that for each

t € [a,b] and u € R™ we have K(t,s,u) C M(s)B(0;1), a.e. s € [a,b];
(i1) for each uw € R™ K(-,-,u) : [a,b] X [a,b] = Py c,(R™) is jointly measurable;

(iii) for each (s,u) € [a,b] x R" K(-,s,u) : [a,b] = Py cp(R"™) is lower semi-
continuous;

(iv) there exists a continuous function p : [a,b] X [a,b] — Ry with
b

sup /p(t, s)ds < 1 and a strict comparison function ¢ : Ry — Ry such that

te(a,b]
a

for each (t,s) € |a,b] X [a,b] and each u,v € R™ we have that
H(K(t,s,u), K(t,s,v)) < p(t,s) - o(Ju—1|); (2.3.4)
(v) g is continuous.
Then the following conclusions hold:

(a) the integral inclusion (2.3.3) has least one solution, i.e., there exists r* €

C([a,b],R™) which satisfies (2.5.3), for each t € [a,b].

(b) If additionally ©(qt) < qp(t) for every t € Ry (where ¢ > 1) and t =0 is

a point of uniform convergence for the series Z ©"(t), then the integral inclusion

n=1

(2.3.8) is generalized Ulam-Hyers stable with function v (where ¥(t) :=t+ s(t), for
each t € Ry and s(t) := Zg@”(t)), i.e., for each € > 0 and for any e-solution y
n=1

of (2.3.83), that is any y € 6([a,b],]R") for which there ezists u € C([a,b],R™) such

that
b

u(t) € / K(t, 5,y(s))ds + g(¢), ¢ € [a, 1]

a

and

lu(t) —y(t)| < e, for each t € [a,b]),
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there exists a solution x* of the integral inclusion (2.3.83) such that
y(t) — 2*(8)] < B(e), for each t € [a,b].
Moreover, in this case the continuous data dependence of the solution set of the

integral inclusion (2.5.4) holds.

A second application concerns an integral inclusion of Volterra type.

¢
z(t) € /K(t,s,x(s))ds—i—g(t), t € la,b]. (2.3.5)
a
By a similar method, we can prove the following.
Thorem 2.3.3 (V.L.Lazar, [75]) Let K : [a,b] X [a,b] x R™ = Py ,(R") and g :
[a,b] — R™ such that:

(i) there exists an integrable function M : [a,b] — Ry such that for each

t € [a,b] and u € R"™ we have K(t,s,u) C M(s)B(0;1), a.e. s € [a,b];
(it) for each uw € R™ K(-,-,u) : [a,b] X [a,b] = Py c,(R™) is jointly measurable;

(iii) for each (s,u) € [a,b] x R™ K(-,s,u) : [a,b] = Py c(R"™) is lower semi-

continuous;

(i) there exists a continuous function p : [a,b] — R and a strict comparison
function ¢ : Ry — Ry with o(At) < Ap(t), for each t € Ry and each X > 1, such

that for each (t,s) € [a,b] X [a,b] and each u,v € R™ we have that
H(K(t,s,u), K(t,s,v)) <p(s)-p(ju—0o]); (2.3.6)
(v) g is continuous.
Then the following conclusions hold:

(a) the integral inclusion (2.8.5) has at least one solution, i.e., there exists
z* € C(la,b],R"™) which satisfies (2.3.5) for each t € |a,b];
(b) If additionally ©(qt) < qp(t) for every t € Ry (where ¢ > 1) and t =0 is

a point of uniform convergence for the series Z ©"(t), then the integral inclusion

n=1



Ulam-Hyers stability results for partial differential inclusions 35

(2.3.3) is generalized Ulam-Hyers stable with function 1 (where 1 (t) := t + s(t), for
each t € Ry and s(t) := Zgo”(t)), i.e., for each € > 0 and for any e-solution y
n=1

of (2.3.5), that is, any y € 6’([@, b],R™) for which there exists u € C([a,b],R™) such

that
t

u(t) € /K(t,s,y(s))ds +g(t), t € a,b

and

u(t) —y(t)| < e, for each t € [a, b)),
there exists a solution x* of the integral inclusion (2.3.5) such that

ly(t) — x*(t)| < ¢(ce), for eacht € [a,b] and some ¢ > 0.

Moreover, in this case the continuous data dependence of the solution set of the

integral inclusion (2.5.6) holds.

Let us consider the following Darboux problem for a second order differential

inclusion

0%u
€ F(x,y, u(x,
0x0y @y, u(@,y)) (2.3.7)

u(x, 0) = )\(.T, 0)7 u(oay) = )‘(an)a
where F : I} x Iy x R™ — Py(R™) (with I; = [0,T;], ¢ € {1,2}) and A(z,y) =
a(z) + B(y) — a(0) (with «, 5 continuous functions on I; respectively Iz and «(0) =

p(0)).

Denote by II = I; x I and let a > 0. By L! we will denote the Banach space of

all measurable Lebesgue functions 7 : I — R™, endowed with the norm
lalls = [ [ el )dedy,
I

Let C' be the Banach space of continuous functions v : II — R™, with the norm
|ullc = sup |u(x,y)| and let C be the linear subspace of C' consisting of all A € C
such tha(tic ﬂt/])aeel;e exist continuous functions o € C(I;,R™) and g € C(I2,R™) with
a(0) = 5(0) satisfying A(x,y) = a(x)+ 5(y) —«(0), for all 2,y € I x Is. Obviously,

C with the norm of C' is a separable Banach space.
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By definition, the Darboux problem (2.3.7) is called Ulam-Hyers stable if for each
e > 0 and for any e-solution w of (2.3.7), there exists a solution u* of (2.3.7) such
that

|w(z,y) —u*(z,y)| < ce, for each (x,y) € II and for some ¢ > 0.

We have the following existence and Ulam-Hyers stability result.

Thorem 2.3.4 (V.L. Lazar, [75]) Consider the Darbouxz Problem (2.3.7) and sup-
pose that the above mentioned conditions hold. Suppose also that the following as-

sumptions hold:
(i) for each uw € R™, F(-,-,u) is measurable;

(i) there exists k > 0 such that a.e. (z,y) € I X Iy the multifunction F(x,y,-)

18 k-Lipschitz;
(iii) a > Vk.

Then, the Darboux Problem (2.5.7) has at least one solution and it is Ulam-Hyers
stable.



Chapter 3

Heston Model

The purpose of this chapter is to present some results concerning the problem of
option pricing under a stochastic volatility model, namely the Heston model (see

[44], 1993).

3.1 A Closed-Form Solution for Digital Call Options in
Heston Model

The aim of this paragraph is to analyse the problem of digital option pricing
under the Heston stochastic volatility model. We present an analytical solution for

this kind of options, based on S. Heston’s original work [44].

Heston’s option pricing formula is derived under the assumption that the stock

price and its volatility follow the stochastic processes:

dS(t) = S(t)[rdt + \/v(t)dWi(t)] (3.1.1)
where S denotes the asset price, ¢ the time, r the risk-neutral drift term, Wi(¢) a

Wiener process and v the volatility who follows a mean reversion process:
dv(t) = k(0 — v(t))dt + £/ v(t)dWa(t), (3.1.2)
where Wa(t) is a second Wiener process which is correlated with Wi (t):

Cov[dWi(t), dWs(t)] = pdt. (3.1.3)
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Finally, the market price of volatility risk is given by:

A(S,v,t) = Mv (3.1.4)

We have the following partial differential equation for the Heston model (3.1.1)-
(3.1.3):

v 1, 0V 2V 1, 0%V
o Tt e TP g5, T ot Ve (3.1.5)
ov ov

In what follows we solve the partial differential equation (3.1.5) subject to the
final condition corresponding to a digital call option, i.e. the payoff is the Heaviside

function:

1 ifS> K
DC(S,v,T)=H(S - K) = (3.1.6)
0 ifS< K

We note that, in the case of digital call option, the solution of the Black-Scholes

option price equation in the constant volatility case is:
DC(S,t) = e "TIN(dy) (3.1.7)

where
4 — log(S/K) + (r — 3v?) (T —t)
2T vV —t

with N (z) the cumulative distribution function for the standard normal distribution.

(3.1.8)

With a new variable z = In[S], so U(z,v,t) = V(S,v,t), we find that the equation
(3.1.5) is turn into:

a2 a2 " PS Y arae T 2 Y 92 2 B
+[k(9—v)—v)\]g—g—rU:O. (3.1.9)

Suppose that the solution of the Heston PDE is like the form of Black-Scholes
model (3.1.7):
DC(S, v, t) = e "TP (3.1.10)
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where the probability P, correspond to N(dz) in the constant volatility case, are
what we are going to find. Actually, P is the conditional probability that the option

expires in-the-money (see [44]):
P(z,v,T;In[K]) = Pr[z(T) > In[K] | z(t) = z,v(t) = v]. (3.1.11)

We now substitute the proposed value for DC(S, v, t) into the pricing equation
(3.1.9) and we obtain:

ot 2% Vo TP gzaw T 2" 02 I R
P
+ [k (O — v) — v ) E(;v =0 (3.1.12)
subject to the terminal condition:
P(:L’, v, T; ln[K]) = 1{32 > In[K]} - (3.1.13)

Remark 3.1.1 The probabilities are not immediately available in closed-form, but
the next proposition shows that their characteristic function satisfy the same partial

differential equation (3.1.12).

Proposition 3.1.1 (S. Heston, [44]) Suppose that we have given the two processes:

dz(t) = (r - ;v(t)> dt + +/u(t) dWi(t) (3.1.14)
do(t) = [k (0 — v(t) — Aov@)] dt + & \/u(t) dWa(t) (3.1.15)

with
cov[dWi(t), dWa(t)] = p dt (3.1.16)

and a twice-differentiable function
fz(t), v(t), t) = Elglz(T), v(T)) / z(t) = =z, v(t) = wvl. (3.1.17)

Then the function [ satisfy the partial differential equation:

o2 f 2f 1 0
2 O°J r o
S gz T F S ozov 2% a2 T (3:1.18)

<r—;v>g;};-i-[k(e—v)_v)‘]af"_af:o'

1
2
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Remark 3.1.2 (S. Heston, [44]) Equation (3.1.17) imposes the final condition
flx, v, T) = g(z, v) (3.1.19)

Depending on the choice of g, the function f represents different objects. Choosing
g(z , v) = €% the solution is the characteristic function, which is available in

closed form.

In order to solve the partial differential equation (3.1.18) with the above condition
we invert the time direction: 7 = T — ¢. This mean that we must solve the following
equation:

82 f 2f 1 0%

1 2
28 Vg TP Vg Tl

G—;v)w+wwe—m—vﬂw—ﬁ”=0<M%>

ox

with the following initial condition:

f(z, v, 0) = ¥ (3.1.21)

Thorem 3.1.1 (L.V.Lazar, [70]) The equation (3.1.20) subject to the initial con-
dition (3.1.21) has the following solution:

flz, v, 7) = )+ D) v+ ipr (3.1.22)
where
, k0 . 1 — gel
Cr)y=riet+ = |(k+X+d—p€pi)T —2In | ———— (3.1.23)
52 1 — edr
and
_k+ A+ d—pEpi 1 — e
D(r) = o —— (3.1.24)
with
d=+ploi —k — N2 — & (¢ — iy (3.1.25)
g PEpi- k= A d (3.1.26)

pEwi —k — XN+ d

Finally we have the following theorem which give us a closed-form solution, for

a Digital Call Option in the Heston model:
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Thorem 3.1.2 (V.L. Lazar, [70]) Consider a Digital call option in the Heston
model, with a strike price of K and a time to maturity of 7. Then the current

price is given by the following formula:
DC(S,v,t) =e"™P
where the probability function, P is given by:

1 /°° - [e-ww [ v 9] g
0

P(z, v, t; nK) = +

O |
3 |-

iy
and the characteristic function is:

f(SU, v, T) — 6C(T) + D(1) v + ipx

where C(1) and D(T) are given by (3.1.23) and (3.1.24) respectively.

3.2 Numerical Methods for European Put Options

In this paragraph we took the case of European Put Options under stochastic
volatility in a Foreign Exchange setting to illustrate how the finite difference and

element methods can be used.

In the Foreign Exchange(FX) setting the risk-neutral drift term r of the un-
derlying price process is equal to the difference between the domestic and foreign
interest rates rq — ry. As shown by J. Hakala and U. Wystup [43] in a Foreign
Exchange setting, the value function V, for the Heston model, satisfies the following

partial differential equation:

1% , 02V o2V 1

1 2
T2V s TP g5ar T 28 Ve (8:2.1)
ov ov
+ (ra=rg) S5 + [k —v) —Av] - =V = 0.

An European put option with strike price K and maturing at time 7" satisfies
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the PDE (3.2.1) and the following boundary conditions:

V(S,0,T) = maz(0, K — S)

V(0,v,t) = Ke "7

Y (00, v,t) =0 (3.2.2)
(ra—r7)S9%(S,0,t) + k0S%(S,0,t) + 9¥(S,0,t) — 74V (S,0,¢) = 0

V (S, 00,t) = Ke "7

where 7 =T — t denotes the time to maturity.

Similar with the previous paragraph, we set z = ln% and so V(S,v,t) =

w(ln%7 v, ).

With this new variable the equation (3.2.1) becomes:

ow 52 +§82w+1 0w
N 9zdv ' 2" 022
+[k(9—)—)\]8—w+( L=ty Ou 0, (3.2.3)
v U@U Td—Tyf vax rqw = 2.

for all (z,v,t) € Qs x [0,T) with Qs = (—00,00) x [0,00),
with terminal condition

w(z,v,T) = g(Ke"), (3.2.4)
where g(Ke”) is the payoff-function of the option.

We can rearrange the coefficients of the Heston p.d.e. (3.2.3) in a convenient

way in order to obtain the following matrix representation:

O:?;)—i—VAVw—bVw—rdw, (3.2.5)

where

1 & p¢

2 p& 1

and

— k(@O —v) + v + §&

—(ra —rp) + gv+ 3Ep

This is a convection-diffusion equation, where the matrix A is called diffusion

matrix and b the convection vector. In the Heston p.d.e the diffusion term is linear

in v and so is the convection term up to an additional constant. We note that the
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diffusion matrix A is positive semidefinite for all v > 0. For more about convection-

diffusion equation and numerical methods see [63, 64, 86, 108, 139, 147, 148].

3.2.1 Finite Difference Method

We consider the Heston partial differential equation (3.2.1) and we describe how
the finite difference method (method which is suitable for solving financial problems

with two or three random factors) can be used.
As usual, the first thing to do is to discretize the variables.

This means, we solve the problem on a three dimensional grid with:
S=idS, v=jévand t=T—kot ¢=0,...,1, j=0,...,J,

and the contract value can be written as:

In order to solve our problem we must impose certain conditions on the solution.

In the finite-difference notation, the final condition for a European put option is
the payoff function:

V£ = max(K —1S,0). (3.2.6)

This final condition will get our finite-difference scheme started. Backward time

stepping must then be used when calculating the solution at an earlier time step.

Also, we have the boundary conditions around our domain, boundary condi-

tions which are given by (3.2.2).
The Explicit Method

The definition of the first time-derivative of V is

ov . V(S,v,t+dt) — V(S,v,t)
ot 5t—0 ot ’

so is naturally to approximate this time derivative from our grid of values using;:

Vk _ ijl-l
AT

5 + O(5t) (3.2.7)
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The same idea can be used for approximating the first derivatives with respect to
S and v. But in this cases we can choose between: forward difference, backward
difference and, the most accurate, central difference. The central difference has
an error of O(85?) whereas the error in the forward and backward differences is in

both much larger, O(4.5).

So, for the above derivatives we have:

Ve, -VEL,
%(S,U’w ~ MJTSHJ + 0552 (3.2.8)
and
vk —VEk
T (Siut) m T (), (3.2.9)

From a Taylor series expansion, we obtain the following approximations for the

second derivatives of the option with respect to the underlying and volatility:

>V Vi, — 2V + vy

Hgz(Sivt) ~ 552 1 0(65?). (3.2.10)
respectively:
2 vk L —2VE LV
%(S,U,t) ~ bt 5;2] LIl O(5v?). (3.2.11)

Finally, the second derivative with respect to both S and v can be approximate

by
9(%2) _ Go(S+6S,v,t) — G5(S — 65,0, 1)

v

~ .

08 208

On the other hand, we have

oV Vilfu 41 T Viﬁ-l,j—l
%(S+(5S,U,t)~ 2(57} N

so a suitable discretization might be

k k k k
Vi+1,j+1*Vi+1,j71 o Vifl,j+17Vi—l,j—l Vk ) _ V-k ] _ Vk ) + Vk )
261) 251) _ Z+17J+1 l+17]71 1717]+1 7'717‘]71

208 4656v

(3.2.12)

Using the above approximations (3.2.7-3.2.12) in the option pricing p.d.e. 3.2.3
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we get the explicit difference scheme:

k k+1 k k k
Vi -V 1 o2is0k (Vi,jﬂ —2Vi+ Vz;j—l) N

5t 13 502

4656v

Ve, —ovk 4y vk
+ %sz(svk (6Sk>2 ( i+1,5 1J 1—1,j

k k k k
4 p oijoutssh <Vi+1,j+1 — Vit = Vit t Vi—l,j—1>

552
Vk ‘_v'.k )
. ook +1,j i—1,j
+ (rg Tf)Z(;S (255 >
Vk~ —Vk-
—asukY — gk [ ZatL TRl
+ [k(0 — jou") — Ajou"] ( 550 )
+rqVE = 0(6t,65%, 60). (3.2.13)

The explicit method, besides the advantage of being easy to program, has dis-
advantages concerning the stability and the speed. The method is only stable for
sufficiently small timesteps and the upper bound on the timestepsize limits the speed

of calculation.

More about the concepts of convergence and stability of the finite difference

method for the Heston p.d.e. can be found in T. Kluge [63].

3.2.2 Finite Element Method

In their paper, G. Winkler, T. Apel and U. Wystup [148] have proved the existence
of a solution for an European Call Option in the Heston’s stochastic volatility model,
solution which have been determined numerically using the finite element method.
In this paragraph, we focus on how to solve equation (3.2.1) using finite element

method subject to the boundary conditions (3.2.2).

First thing to do is to limit the domain 2., to a bounded one :

Q = («Tminv xma:c) X (Umin7 Umam)

0N =T uly, InIy = &.

From the Black-Scholes formulae in the case of a put option, we find that the
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boundary condition for v,,;, and v;,q. are:

Ty v = vmin @ w(t, Umin, T) =K eraT-1) @(—dz)—Kew_rf(T_t)q)(—dl)

Fb PV = VUnmaz ¢ w(t7vma$7x> = K@ird(T*t)

For x,,;n and x4, we have the following conditions:

Fe @z = Zpin % w(t, v, Tpmin) = AVw- - =— % v K e (Tt
Fd T = Tmax - w(t,v,mmaz) = /\w(tvvmamxmam) + (1_>\) w(tavminammaz)a
A U'r:u.; ’U”Z::LL'Ln

The three edges I'y UT', UT'y = I'y form a Dirichlet-type boundary conditions
which must give the same limits on the corner of the domain, when moving to a
corner from two distinct vertices. To guarantee the existence of a continuous solution
on the entire domain €2 we will make the following assumption: on the boundary I'y

we interpolate linearly between the values of the right and the left boundary.
Further we choose a semidiscretization in time which yields a series of two-
dimensional boundary value problems. Let the difference quotient:

w(tF v, x) — w(th, v, )

T

D w(t* v, z) = (3.2.14)

where 7 = t*T1 — ¥ is constant for all k.

The computational working backwards in time, so in each timestep t* we can
assume we know w(t*1). Using a standard finite difference o-rule (see [148]), where
for 0 = 1 we have a purely implicit method, for ¢ = 0 an explicit method and
for o = % the Crank-Nicolson scheme, our problem reduces to solving a partial

differential equation of the form:
Lw(tf v, z) = f(t*, 0, 2) (3.2.15)

where

Lw(t,v,x) = =0V - AVw + ob- Vw + (ory + 1)w (3.2.16)
T

and

Fltv,a) = (1 — 0)V - AVw — (1 — 0)b - Va — ((1 S 1> w o (3.217)

T
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The next step is to choose appropriate spaces. Using the fact that the matrix A
is positive definite, G. Winkler, T. Apel and U. Wystup [148], define the following

spaces:

Definition 3.2.1 Let Q C R? be a bounded open domain and uw and w be two
functions. Let the d x d-matriz A(x) be symmetric and positive definite for all x € Q

and let the constant ¢ be positive. Then we define:

(u,w)4 = /AVu-Vw+/éuw, (3.2.18)
Q Q
Julfh = (s = [ AVu-Var [ e (3.2.19)
Q Q

Remark 3.2.1 1. The constant ¢ will be taken to be ¢ — %V -b
2. If ¢ = ¢— £V - b we use the symbol (-,) ;.

Lemma 3.2.1 (G. Winkler, T. Apel and U. Wystup [148]) The bilinear form (u,w) o
defines a scalar product and satisfies the Cauchy-Schwarz inequality. || - || defines a

norm.

Definition 3.2.2 We have the spaces

Vi={y/ [[¥]la < oo},
Voi={vYeV/yY=0onTi}, (3.2.20)
Vi :={¢ € V/ 4 satisfies the boundary conditions on I'1}.

In order to solve equation (3.2.15) we multiply it with a test function ¢ taken

from the function space V| and integrate it over the domain €2 :

/wa_ /fw. (3.2.21)
Q

Q

From (3.2.21), we obtain the following weak formulation: We must search, for

each k, a function w* = w(t*,v,x) € V, such that for all ¢y € Vj we have:

a(wh ) = (F, ). (3.2.22)
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where

a(w®, ¥) = /AVwk Vi + % /(b - VuwFyp — whb - V)

Q Q
1
+ [(c— =V -buwry
=
+ ;/ [;v—(rd—rf)+;§p] wk¢, (3.2.23)
Ie
k _ (kL k|0
(F", ¢)=ft"¢)+ | AVw ) (0 (3.2.24)
T SY————
92

FEFTL ) = /AVwk+1 -V — /(b -Vt )y — /(5 - %V -b)w .
Q Q

Q
Thorem 3.2.1 (V.L. Lazar, [71]) The equation
a(w, ) =(F, ¢), Vi € W, (3.2.25)

where the bilinear functional a and the linear functional F are given by (3.2.23)

respectively by (3.2.24) has a unique solution w € Vi , if
. [1 1
mn {2'0 - (’I"d - Tf) + §§p , UE [Uminavmam]} > =2 (3226)

and

1 1 1
¢c=(c—=V-b)=rg+——=(k+X) >0. (3.2.27)
2 oT 2



Bibliography

[1]

[13]

R.P. Agarwal, D. O’Regan, Essentiality for Mdnch type maps, Proc. Amer. Math.
Soc., 129 (2001), 1015-1020.

M. Altar, Inginerie financiard, A.S.E. Bucuresti, 2002.
W.F. Ames, Numerical Methods for Partial Differential Equations, Boston (1992).

K.L. Amin, V. Ng, Option Valuation with Systematic Stochastic Volatility, Journal of
Finance, 48(3)(1993), 881-910.

J. Andres, Some standard fixed-point theorems revisited, Atti Sem. Mat. Fis. Univ.
Modena., 49 (2001), 455-471.

J. Andres, J. Figer, Metric and topological multivalued fractals, Internat. J. Bifur.

Chaos Appl. Sci. Engrg., 14(2004), 1277-1289.

J. Andres, L. Gérniewicz, On the Banach contraction principle for multivalued map-
pings, Approximation, Optimization and Mathematical Economics (Pointe-a-Pitre,

1999), 1-23, Physica, Heidelberg (2001).
J.-P. Aubin, H. Frankowska, Set-Valued Analysis, Birkhduser Verlag, Basel, (1990).

Y .M. Ayerbe Toledano, T. Dominguez Benavides, G. Lépez Acedo, Measures of Non-
compactness in Metric Fixed Point Theory, Birkhauser Verlag, Basel, (1997).

J.S. Bae, Fixed point theorems for weakly contractive multivalued maps, J. Math.

Anal. Appl. 284(2003), No.2, 690-697.
M.F. Barnsley, Fractals Everywhere, Academic Press, Boston (1988).

D. Bates, Jumps and stochastic volatility: exchange rate processes implicit in Deutsche

mark options, Review of Financial Studies, 9(1996), 69-107.

G. Beer, Topologies on Closed and Closed Convex Sets, Kluwer, Dordrecht (1993).

49



50

[14]

[15]

[16]

[17]

[20]

[21]

[25]

[26]

[27]

Bibliography
M. Berinde, V. Berinde, On a general class of multi-valued weakly Picard mappings,

J. Math. Anal. Appl., 326(2007), 772-782;

F. Black, M. Scholes, The Pricing of Options and Corporate Liabilities, Journal of
Political Economy, 81(1973), 637-654.

F.S. De Blasi, Semifixed sets of maps in hyperspaces with applications to set differential

equations, Set-Valued Anal. 14(2006), 263-272.

M.F. Bota-Boriceanu, A. Petrusel, Ulam-Hyers stability for operatorial equations,

Analele Univ. Al. 1. Cuza Iagi, Math., (2011), to appear.

W.W. Breckner, T. Trif, Convex Functions and Related Functional Equations, Cluj
Univ. Press, Cluj-Napoca, (2008).

J. Brzdek, D. Popa, B. Xu, The Hyers-Ulam stability of nonlinear recurrences, J.
Math. Anal. Appl., 335(2007), 443-449.

J. Caristi, Fixed points theorems for mappings satisfying inwardness conditions, Trans.

Amer. Math. Soc. 215 (1976) 241-251.

L.P. Castro, A. Ramos, Hyers-Ulam-Rassias stability for a class of Volterra integral
equations, Banach J. Math. Anal., 3(2009), no.1, 36-43.

L. Cadariu, Stabilitate Ulam-Hyers-Bourgin pentru ecuatii functionale, Ed. Univ. de

Vest, Timigoara, (2007).

A. Cernea, Differential Inclusions and Applications, Editura Univ. Bucuresti, 2000 (in

Romanian).

C. Chifu, A. Petrusel, Multivalued fractals and multivalued generalized contractions,

Chaos Solit. Fract. 36(2008), 203-210.

A. Chig-Novac, R. Precup, I.A. Rus, Data dependence of fixed point for non-self
generalized contractions, Fixed Point Theory, 10(2009), No.1, 73-87.

J.C. Cox, J.E. Ingersoll and S.A. Ross, A Theory of the Term Structure of Interest
Rates, Econometrica 53(1985), 385-407.

H. Covitz, S.B. Nadler jr., Multivalued contraction mappings in generalized metric

spaces, Israel J. Math., 8(1970), 5-11.

C. Craciun, N. Lungu: Abstract and concrete Gronwall lemmas, Fixed Point Theory,

10(2009), no.2, 221-228.



Bibliography 51

[29]

[30]

[31]

[32]

[33]

[34]

S. Czerwik, Functional Equations and Inequalities in Several Variables, World Scien-

tific, (2002).

P. Daffer, A. Kaneko, Characterization of fixed points of multi-valued by metric pro-

jections, Boll. U.M.I., 10-A, 339-408.

P.A. Forsyth, K.R. Vetzal, R. Zvan, A finite element approach to the pricing of discrete
lookbacks with stochastic volatility, Applied Mathematical Finance, 6(1999), 87-106.

R.B. Fraser, S.B. Nadler jr., Sequences of contractive maps and fixed points, Pacific

J. Math., 31(1969), 659-667.

M. Frigon, Fixed point and continuation results for contractions in metric and gauge

spaces, Banach Center Publ., 77(2007), 89-114.

M. Frigon, A. Granas, Résultats du type de Leray-Schauder pour les contractions

multivoques, Topol. Meth. Nonlinear Anal., 4(1994), 197-208.

P. Gavruta, On a problem of G. Isac and Th. Rassias concerning the stability of
mapping, J. Math. Anal. Appl., 261(2001), 543-553.

L. Gil-Pelaez, Note on the inversion theorem, Biometrica, 38(1951), 481-482.

V. Glavan, V. Gutu, On the dynamics of contracting relations, In: Barbu V., Lasiecka
I., Tiba D., Varsan C. (eds.), Analysis and Optimization of Differential Systems, pp.
179-188. Kluwer Acad. Publ., 2003.

K. Goebel, W.A. Kirk, Topics in Metric Fixed Point Theory, Cambridge University
Press, Cambridge (1990).

L. Gorniewicz, Topological Fixed Point Theory of Multivalued Mappings, Kluwer,
Dordrecht (1999).

A. Granas, J. Dugundji, Fixed Point Theory, Springer, Berlin (2003).
P.M. Gruber, Stability of isometries, Trans. Amer. Math. Soc., 245(1978), 263-277.

D. Guo, V. Lakshmikantham, X. Liu, Nonlinear integral equations in abstract spaces,

Kluwer Acad. Publishers, Dordrecht, 1996.

J. Hakala, U. Wystup, Heston’s Stochastic Volatility Model Applied to Foreign Ex-

change Options, Foreign Exchange Risk. Risk Publications, London(2002).

S. Heston, A closed-form solution for options with stochastic volatility with applica-

tions to bond and currency options, The Review of Financial Studies, 6(1993), 327-343.



52

[45]

[46]

[47]

[48]

[51]

[52]

[53]

[54]

[55]

[56]

Bibliography

S. Heston, S. Nandi, A closed-form GARCH option valuation model, Review of Fi-
nancial Studies, 13(2000), 585-625.

G. Hirisawa, T. Miura, Hyers-Ulam stability of a closed operator in a Hilbert space,

Bull. Korean Math. Soc., 43(2006), No. 1, 107-117.

S. Hu, N.S. Papageorgiou, Handbook of Multivalued Analysis, Vol. I and II. Kluwer,
Dordrecht, 1997-1999.

J.E. Hutchinson, Fractals and self-similarity, Indiana Univ. Math. J., 30(1981), 713-
747.

J. Hull, A. White, The pricing of options on asset with stochastic volatility, The
Journal of Finance, vol. XLII, 2(1987), 281-300.

D.H. Hyers, The stability of homomorphism and related topics, in: Global Analysis-
Analysis on Manifolds (Th.M. Rassias, ed.), Teubner, Leipzig, (1983), 140-153.

D.H. Hyers, G. Isac, Th.M. Rassias, Stability of Functional Equations in Several Vari-
ables, Birkhduser, Basel, (1998).

K. 1t6, On stochastic differential equations, Memoirs American Mathematical Society,

4(1951), 151.

J. Jachymski, Continuous dependence of attractors of iterated function systems, J.

Math. Anal. Appl., 198(1996), 221-226.

J. Jachymski, I. Jézwik, Nonlinear contractive conditions: a comparison and related
problems, In: Fixed Point Theory and its Applications, J. Jachymski and S. Reich
(eds.), Banach Center Publications, Warsaw, vol. 77(2007), pp. 123-146.

H. Johnson, D. Shanno, Option pricing when the variance is changing, Journal of

Financial and Quantitative Analysis, 22(1987), 143-151.

S.-M. Jung, Hyers-Ulam-Rassias Stability of Functional Equations in Nonlinear Anal-
ysis, Springer, New York, (2011).

S.-M. Jung, Hyers-Ulam stability of first order linear differential equations with con-

stant coefficients, J. Math. Anal. Appl., 320(2006), 549-561.

S.-M. Jung, A fixed point approach to the stability of a Volterra integral equation,
Fixed Point Theory and Applications, Vol. 2007, ID 57064 9 pages.

S.-M. Jung, K.-S. Lee, Hyers-Ulam stability of first order linear partial differential
equations with constant coefficients, Math. Ineq. Appl., 10(2007), no. 2, 261-266.



Bibliography 53

[60]

[61]

S.-M. Jung, Th.M. Rassias, Generalized Hyers-Ulam stability of Riccati differential
equation, Math. Ineq. Appl., 11(2008), No.4, 777-782.

I. Karatzas, S. Shreve, Brownian Motion and Stochastic Calculus (2nd ed.), Springer,

(1991).

W.A. Kirk, B. Sims (Eds.), Handbook of Metric Fixed Point Theory, Kluwer, Dor-
drecht (2001).

T. Kluge, Pricing Derivatives in Stochastic Volatility Models Using the Finite Differ-
ence Method, Diploma Thesis, Technische Universitidt Chemnitz (2002).

R. Korn, E. Korn, Option Pricing and Portfolio Optimization, Modern Methods of
Financial Mathematics, American Math. Soc., (1999).

A. Lasota, J. Myjak, Attractors of multifunctions, Bull. Polish Acad. Sci. Math.,
48(2000), 319-334.

T.A. Lazar, D. O’'Regan, A. Petrusel, Fixed points and homotopy results for Cirié-type
multivalued operators on a set with two metrics, Bull. Korean Math. Soc., 45(2008),

67-73.

T.A. Lazar, A. Petrusel, N. Shahzad, Fixed points for non-self operators and domain
invariance theorems, Nonlinear Anal., 70(2009), 117-125.

T.A. Lazar, V.L. Lazar, Fixed points for non-self multivalued operators on a set
with two metrics, JP Journal of Fixed Point Theory and Applications, 4(2009), No.
3, 183-191.

V.L. Lazar, On the essentiality of the Monch type maps, Seminar on Fixed Point
Theory, 1(2000), 59-62.

V.L. Lazar, Pricing Digital Call Option in the Heston stochastic volatility model,
Studia Univ. Babeg-Bolyai Mathematica, 43(2003), No. 3, 83-92.

V.L. Lazar, Finite difference and element methods for pricing options with stochastic

volatility, Int. Journal of Pure and Applied Mathematics, 28(2006), No. 3, 339-354.

V.L. Lazar, Metode de evaluare a optiunilor, Studia Universitatis Vasile Goldis Arad,
Seria Stiinte Economice, 16(2007), 216-231.

V.L. Lazar, Fixed point theory for multivalued ¢-contractions, Fixed Point Theory

and Applications, vol. 2011:50, (2011), 12 pages, doi:10.1186,/1687-1812-2011-50.

V.L. Lazar, Ulam-Hyers stability results for partial differential equations, accepted

for publication in Creative Math.and Inform., 20(2011), No.3.



54

[75]

[76]

[89]

Bibliography
V.L. Lazar, Ulam-Hyers stability results for partial differential inclusions, Electron.

J. Qualitative Th. Differ. Eq. (submitted).

V.L. Lazar, T.A. Lazar, Optiuni cu payoff-ul modificat, Proc. of International Con-
ference ”Sustainable development in conditions of economic instability” June 26-27,

2009, Ed. Cibernetica MC, 10(2009), no. 101, 125-128.

V.L. Lazar, T.A. Lazir, Option Strategies, Metalurgia International, 11(2011), 114-
120.

T.C. Lim, On fixed point stability for set-valued contractive mappings with applica-
tions to generalized differential equations, J. Math. Anal. Appl., 110(1985), 436-441.

N. Lungu, Hyperbolic differential inequalities, Libertas Math., 21(2001), 35-40.

N. Lungu, I.A. Rus, Gronwall inequality via Picard operators, Scientific Annals of A.I.

Cuza University, lagi, (to appear).

J.T. Markin, Continuous dependence of fixed points sets, Proc. Amer. Math. Soc.,

38(1973), 545-547.

J. Matkowski, Integrable solutions of functional equations, Dissertationes Math.

(Rozprawy Mat.), 127(1975), 68 pp.

A. Meir, E. Keeler, A theorem on contraction mappings, J. Math. Anal. Appl.,
28(1969), 326-329.

T. Miura, S.-M. Jung, S.-E. Takahasi, Hyers-Ulam-Rassias stability of the Banach
space valued linear differential equation y’' = Ay, J. Korean Math. Soc., 41(2004),
995-1005.

N. Mizoguchi, W. Takahashi, Fixed point theorems for multivalued mappings on com-

plete metric spaces, J. Math. Anal. Appl., 141(1989), 177-188.

K.W. Morton, Numerical Solution of Convection-Diffusion Problems, Chapman &

Hall, (1996).

H. Monch, Boundary value problems for nonlinear ordinary differential equations of

second order in Banach spaces, Nonlinear Anal. 4(1980), 985-999.

A. Muntean, Fixed Point Principles and Applications to Mathematical Economics,

Cluj University Press, (2002).

S.B. Nadler jr., Multivalued contraction mappings, Pacific J. Math., 30(1969), 475-488.



Bibliography 55

[90]

[91]

[92]

[93]

[94]

[95]

[100]

[101]

[102]

[103]

[104]

S.B. Nadler jr, Periodic points of multi-valued e-contractive maps, Topol. Methods

Nonlinear Anal., 22(2)(2003), 399-409.

I. Nelken, Pricing, hedging, and trading exotic options: understand the intricacies of

exotic options and how to use them to maximum advantage, McGraw-Hill, (2000).
J. Norstad, The put-call parity theorem, http://www.norstad.org/finance, 1999.

D. O’Regan, R. Precup, Fixed point theorems for set-valued maps and existence prin-

ciples for integral inclusions, J. Math. Anal. Appl. 245(2000), 594-612.

Zs. Péles, Generalized stability of the Cauchy functional equation, Aequationes Math.,
56(1998), no. 3, 222-232.

N.S. Papageorgiou, Convergence theorems for fixed points of multifunctions and solu-

tions of differential inclusions in Banach spaces, Glas. Mat. Ser. IIL., 23(1988), 247-257.

T.P. Petru, A. Petrusel, J.-C. Yao, Ulam-Hyers stability for operatorial equations
and inclusions via nonself operators, Taiwanese J. Math., (2011), 15(2011), No. 5,
2195-2212.

A. Petrusgel, Multivalued weakly Picard operators and applications, Scientiae Math.
Japonicae, 59(2004), 167-202.

A. Petrusel, Generalized multivalued contractions, Nonlinear Anal., 47(2001), 649-659.

A. Petrusel, Singlevalued and multivalued Meir-Keeler type operators, Revue D’Analse

Num. et de Th. de I’Approx., 30(2001), 75-80.
A. Petrusel, Operatorial Inclusions, House of the Book of Science Cluj-Napoca, (2002).

A. Petrusel, I.A. Rus, Fixed point theory for multivalued operators on a set with two

metrics, Fixed Point Theory, 9(2008), 97-104.

A. Petrusel, I.A. Rus, The theory of a metric fixed point theorem for multivalued
operators. In: L.J. Lin, A. Petrugel, H.K. Xu, (eds.) Yokohama Publ (2010), 161-175.

A. Petrusel, I.A. Rus, Multivalued Picard and weakly Picard operators, In: E. Llorens
Fuster, J. Garcia Falset, B. Sims (Eds.), Fixed Point Theory and Applications, Yoko-
hama Publ., 2004, 207-226.

A. Petrusel, I.A. Rus, Well-posedness of the fixed point problem for multivalued op-
erators, In: O. Céarja, L.I. Vrabie, (eds.) Applied Analysis and Differential Equations,
World Scientific (2007), 295-306.



56

[105)

[106]

[107]

[108]

[109]

[110]

[111]

[112]

[113]

[114]

[115]

[116]

[117]

[118]

[119]

[120]

[121]

Bibliography
A. Petrugel, I.A. Rus, J.C. Yao, Well-posedness in the generalized sense of the fixed
point problems, Taiwan. J. Math., 11(3)(2007), 903-914.

D. Popa, Hyers-Ulam-Rassias stability of linear recurrence, J. Math. Anal. Appl.,
309(2005), 591-597.

D. Popa, Hyers-Ulam stability of the linear recurrence with constant coefficients, Ad-

vances in Difference Equations, 2(2005), 101-107.
R. Precup, Ecuatii cu derivate partiale, Transilvania Press, Cluj Napoca, (1997).

V. Radu, The fixed point alternative and the stability of functional equations, Fixed
Point Theory, 4(2003), No. 1, 91-96.

Th.M. Rassias, On the stability of the linear mappings in Banach spaces, Proc. Amer.
Math. Soc., 72(1978), 297-300.

S. Reich, Fixed point of contractive functions, Boll. Un. Mat. Ital., 5(1972), 26-42.

S. Reich, A fixed point theorem for locally contractive multivalued functions, Rev.

Roumaine Math. Pures Appl., 17(1972), 569-572.

S. Reich, A.J. Zaslavski, A stability result in fixed point theory, Fixed Point Theory,
6(2005), No. 1, 113-118.

B.E. Rhoades, Some theorems on weakly contractive maps, Nonlinear Anal., 47(2001),

2683-2693.

H. Roos, M. Stynes, L. Tobiska, Numerical Methods for Singularly Perturbed Differ-
ential Equations, Springer,(1996).

L.A. Rus, Weakly Picard mappings, Comment. Math. University Carolinae., 34(1993),
769-773.

I.A. Rus, Principii si aplicatii ale teoriei punctului fix, Ed. Dacia, Cluj-Napoca (1979).
I.A. Rus, Picard operators and applications, Scientiae Math. Japonicae, 58(2003), No.
1, 191-219.

L.A. Rus, Fixed Point Structure Theory, Cluj University Press, Cluj-Napoca, (2006).

I.A. Rus, The theory of a metrical fixed point theorem: theoretical and applicative

relevances, Fixed Point Theory, 9(2008), No. 2, 541-559.

I.A. Rus, Gronwall lemma approach to the Hyers-Ulam-Rassias stability of an integral
equation, in: Nonlinear Analysis and Variational Problems, (P. Pardalos, Th. M.

Rassias and A.A. Khan, Eds.), Springer, (2009), 147-152.



Bibliography 57

[122]

[123]

[124]

[125]

[126]

[127)

[128]

[129]

[130]

[131]

[132]

[133]

[134]

[135]

[136]

I.A. Rus, Ulam stability of ordinary differential equations, Studia Univ. Babeg-Bolyai,
Math., 54(2009), No. 4, 125-133.

I.A. Rus, Fixed point theorems for multivalued mappings in complete metric spaces,

Math. Japon., 20 (1975), 21-24.

I.A. Rus, Remarks on Ulam stability of the operatorial equations, Fixed Point Theory,
10(2009), No. 2, 305-320.

I.A. Rus, Generalized Contractions and Applications, Cluj University Press, Cluj-
Napoca, (2001).

I.A. Rus, A. Petrusel, G. Petrusel, Fixed Point Theory, Cluj University Press, Cluj-
Napoca, (2008).

I.A. Rus, A. Petrusel, G. Petrusgel, Fixed Point Theory 1950-2000: Romanian Contri-
butions, House of the Book of Science, Cluj-Napoca (2002).

I.A. Rus, Ecuatii diferentiale, ecuatii integrale si sisteme dinamice, Transilvania Press,

Cluj-Napoca, (1996).

I.A. Rus, N. Lungu, Ulam stability of a nonlinear hyperbolic partial differential equa-
tion, Carpathian J. Math., 24(2008), no.3, 403-308.

I.A. Rus, N. Lungu, Gronwall lemma approach to Hyers-Ulam-Rassias stability of
an integral equation, in: Nonlinear Analalysis and Variational Problems, Springer,

(2009), 147-152.

LLA. Rus, A. Petrusel, A. Sintamaérian, Data dependence of the fixed points set of some

multivalued weakly Picard operators, Nonlinear Anal., 52(2003), 1947-1959.

I.A. Rus, M.A. Serban, Some generalizations of a Cauchy lemma and applications,
In: (S. Cobzag-ed.) Topics in Mathematics, Computer Science and Philosophy-A
Festschrift for Wolfgang Breckner, Cluj University Press (2008), 173-181.

L. Rybinski, On Carathédory type selections, Fund. Math., 125(1985), 187-193.
J. Saint-Raymond, Multivalued contractions, Set-Valued Anal., 2(1994), 559-571.

A. Sintamarian, Common fixed point theorems for multivalued mappings, Seminar on

Fixed Point Theory Cluj-Napoca, 3(1997), 27-31.

R.E. Smithson, Fixed points for contractive multifunctions, Proc. Amer. Math. Soc.,

27(1971), 192-194.



o8

137]

[138]

[139]

[140]

[141]

[142]
[143]

[144]

[145]

[146]

[147]

[148]

[149]

[150]

[151]

[152]

Bibliography

E.M. Stein, J.C. Stein, Stock price distributions with stochastic volatility: An analytic
Approach, The Review of Financial Studies, 4(1991), 727-752.

H.R. Stoll, The relationship between put and call option prices, The Journal of Fi-
nance, 24(1969), 802-824.

J.C. Strikwerda, Finite Difference Schemes and Partial Differential Equations,

Wadsworth & Brooks, (1989).

W. Takahashi, Nonlinear Functional Analysis. Fixed Point Theory and its Applica-
tions. Yokohama Publishers, Yokohama (2000).

E. Tarafdar, G.X.Z. Yuan, Set-valued contraction mapping principle, Appl. Math.
Letter., 8(1995), 79-81.

S.J. Taylor, Modeling Financial Time Series, John Wiley, Chichester, (1986).
J. Topper, Option pricing with finite elements, Wilmott Magazine, 1(2005), 84-90.

R. Wegrzyk, Fixed point theorems for multifunctions and their applications to func-

tional equations, Dissertationes Math. (Rozprawy Mat.), 201(1982), pp. 28.

J.B. Wiggins, Option values under stochastic volatilities, Journal of Financial Eco-

nomics, 19(1987), 351-372.

P. Wilmott, Derivatives, the Theory and Practice of Financial Engineering, John Wiley
& Sons Ltd, New York (1999).

P. Wilmott, J. Dewynne, S. Howison, Option Pricing: Mathematical Models and
Computation, Oxford Financial Press, (1993).

G. Winkler, T. Apel, U. Wystup, Valuation of Options in Heston’s Stochastic Volatility
Model Using Finite Element Methods, Foreign Exchange Risk, Risk Publications,
London (2002).

M. Xu, Hyers-Ulam-Rassias stability of a system of first order linear recurrences, Bull.

Korean Math. Soc., 44(2007), No. 4, 841-849.

H.K. Xu, e-chainability and fixed points of set-valued mappings in metric spaces,
Math. Japon. 39(1994), 353-356.

H.K. Xu, Metric fixed point theory for multivalued mappings, Diss. Math., 389(2000),
pp- 39.

M. Yamaguti, M. Hata, J. Kigani, Mathematics of Fractals, Transl. Math. Monograph,
Vol. 167, Amer. Math. Soc. Providence, (1997).



Bibliography 59

[153] G.X.Z. Yuan, KKM Theory and Applications in Nonlinear Analysis, Marcel Dekker,
New York, (1999).



