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In this project, we propose a linear
programming model to recover a risk-neutral
probability measure of the underlying asset price
from its observed market option prices and
valuate the fair price of options by the resulting
risk-neutral probability measure. Finally, we
take the real data from TXO in our an empirical
study. The empirical study indicates that the
probability measure of TAIEX has bimodality
and do not satisfy the lognormal distribution.
We find that valuation the option’s price by the
resulting probability measure is close to the

market price than valuation with the BS formula.
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