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Research of the amortizing decision — making based on option pricing model
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(1. College of Civil Engineering, Hebei University of Engineering, Handan 056038, China
2. Hekou Branch in Shandong Province, Agricultural Bank of China, Dongying 257200, China)

Abstract: Based on option pricing theory models explores, the problem whether the mortgagors should am-
ortize in advance under the circumstance were explored. The price of real estate is driven by geometric
Brown motion (GBM) . The problem was solved through the optimal stopping time theory with explicating
option value in amortizing decision. It also explains the economic and policy implications of the model
through making the reachable analysis and comparative static analysis for the results.
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