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Abstract: In this talk we consider the pricing of American-style derivatives for two
general classes of payoff functions. These two classes include the put and call payoffs
as special cases. We provide analytical valuation formulas, i.e., exact formulas for the
option prices and exact first-order ordinary differential equations for the optimal exercise
boundaries. Although they are analytically intractable, the ordinary differential equations
can be easily solved numerically. Numerical simulations yield excellent agreement with
the results via the binomial method. Our approach is based on a combination of the
Mellin and Laplace transforms. No knowledge of option pricing is needed and only a
basic understanding of linear partial differential equations is sufficient to follow the talk.
This is joint work with R Mamon (University of Western Ontario).
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