


All assets are infinitely divisible;



Definition
self-financing if all trades are financed by selling

So, a self-financing strategy requires any purchase of new assets to
be financed by the sale of old ones.

Definition
self-financing portfolio

self-financing strategy.

Definition
is a self-financing strategy that

satisfies that starting from zero, we never lose and there are real
profit opportunities.

inefficiency in the sense that certain assets are not priced

On financial markets, there exist practitioners called

In quantitative finance, we assume that arbitrage opportunities do



Definition

Before stating these results, we need the following definition.

Definition
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Now, we can state our first result.

Assume NAO. If two self-financing portfolios X and Y have the same
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profit.



Definition

The date specified in the contract is known as the

The price specified in the contract is known as the

Definition

the final price

This reflects the fact that the option will be exercised if



Definition

certain future time for a certain price. The price is fixed at the date of
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