Homework Set 8. Due April 12, 2004.

1. Let £ be the Black and Scholes generator
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If u(t, ) is bounded on R? x [0,T] by C(1 + ||z||)* for some k and is a smooth solution of
uy = Lu
with (0, z) = 0 for all z, then show that u(t,z) = 0.
2. Show that the solution of the one dimensional SDE
dz(t) = 22 (t)dt + dB3(t), (0) = 0

becomes infinite at a finite (random) time 7. Can you get an upper bound on E[7]?



