@RI KFEFR
F37H FH3YW J. University of Shanghai for Science and Technology Vol.37 No.3 2015

NEHRS 1007 - 6735(2015)03 — 0220 - 05 DOI:160.13255/j. cnki. jusst. 2015.03. 004

ET S TSREERMNSEHNENHEH R
M, #REE, EAY

(1 FEIRSE: H2Er, EFE  133002; 2. FIGHIT k4% B2¥%E, B 200093;
LEAKRE AHEHELR,EF  133002)

BE: 43 FRAARETETHLEHREMNFM,Cao-Wel BRERRALS KRR ALK ERALY
FEABZAGAELER. AR LXK P RE T ARAEERAE L ARSI BR R XRGHH S
ARBREERE, A AT EREE, A RABRESH AR R FEARETHAE /&8 (CDD/
HDD) ##Mmitsr TH#A 4. &R AN, KA EH FH KM%k s+ CDD/HDD 3 HMBEM £
AL S F RO LT REATA R TR T A R AR, PR TR A& FEAME,
4 J #] i CDD/HDD 35 AR5 4 R AR R it 174 2 89 KR #f o , AL B AR AF 69 KU B AL R .

XER: $ALEBBEREY,; KBS E; EHFE8ME; CDD/HDD
hE3¥EE: F 830 XHKERER: A

Pricing Method for Weather Options Based on
Multivariate Temperature Model

JIN Zhezhi',  WEI Lianxir?, CU) Jizheé®
(1. College of Science , Yanbian University, Yanji 133002 , China; 2. College of Science , University of Shanghat for Science and
Technology , Shanghai 200093 , China; 3. College of Economic and Management , Yanbian University, Yangi 133002 , China)

Abstract: Regarding the pricing problem of temperature option in everyday weather risks
management, the Cao-Wei model is insufficient to reflect the global warming trend and correlation
among geographical regions. In order to resolve this problem,a new multivariate temperature
model was proposed. Based on the model, the cooling design day/heating design day (CDD/HDD)
index options were priced accurately by using the burn-analysis method and Monte-Carlo
simulations. The simulation results indicate that using Monte-Carlo simulations to price CDD/HDD
index options is not only effective but also reasonable. In addition, the result provides for the
weather derivatives market an effective theoretical evidence and also has practical value for option
pricing. The necessary theoretical basis for the future development of domestic insurance and
weather derivatives was supplied, and the future use of the CDD index option can be more
reasonable to hedge weather insurance and will play an effective role in risk management.
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Fig.1 CDD index based on burn-analysis method
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Fig.2 HDD index based on burn-analysis method
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Tab.1 CDD/HDD index option pricing by
burn-analysis method
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