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Stochastic Discount Model Based Assets Pricing Method
Chen Jinlong

(College of Business Administration, Huaqgiao University, 362011, Quanzhou, China)
Abstract Starting from a presentation of the theoretical basis of stochastic discount model which is extended from the
traditional model of discount cash flow ( DCF), the author inquires into assets pricing method in the market under differ
ent conditions. Under the condition of com plete market, the method for determining stochastic discount factor ( SDF) is
explored and the pricing formula of European option is solved by using SDF so obtained. Under the condition of incom-
plete market, SDF is determined by using utility function; and the pricing without arbitrage of the given assets is obtained
therefrom.
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